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Statement of Directors’ Responsibilities

Company faw requires the directors to prepare financial statemants for each financial year which give a true and fair view of the
state of aftairs of the Company and the Group and of the profit or loss for that peried. In preparing these financial statements, the
directors are required to:

jloday |enuuvg

select suitable accounting policies and then apply them consistently;

make judgements and estimates that are reasonable and prudent;

state whether applicable accounting standards have been foliowed. subject to any material departures disclosed and explained in
the financial statements;

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Group will continue

in business.

The directors are responsible for maintainiag proper accounting recerds which disclose with reasonable accuracy at any time the
financial position of the Company and to enable them to ensure that the financial statements comply with the Companigs Act 1985.
They have general responsibility for taking such steps as are reasanably open to them to safeguard the assets of the Group and 1o
prevent and detect fraud and other irregutarities.

Auditors’ Report to the Members of The Quartg Group Inc.

We have audited the financial statements gn pages 27 ta 45.

Respective responsibilities of Directors and Auditors
As described above, the Company’s directors are responsible for the preparation of financial statements. It is our responsibility to
ferm an indepeadent opinion, based on our audit, on those statements and to report our opinion to you,

Basis of opinion

We have conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amaunts and disclosures in the financial statements. It also includes an
assessment of the sigaificant estimates and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the Group's circumstances, consistently applied and adequately disclosed.

Vie planned and performed our audit so as 1o obtain all the information and explanations which we considered necessary in erder to
provide us with sufficient evidence to give reasonable zssurance that the financial statements are fres from materiat misstatement,
whether caused by fraud or other irregularity of errer. In forming our opirion we also evaluated the overall adequacy of the
presentation of information in the financial statements,

-~
Opinion
In our opinion the financial statements give a true and fair view of the state of a#fairs of the Company and the Group s at 31
December, 1995 and of the profit of the Group for the year then ended and have been properly prepared in accordance with the

CnmpaEies Aet 1985,
~

KPMB

Chartered Accountants ) -
Registered Auditors o

Lendon

29 February, 1396
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Directors’ Report

The directors present their report and the audited financial statements of The Quarto Group Inc. for the year ended
31 December, 1595,

Principal activities and business review

The Group conducts an international business whose principal activity is the creation and marketing of high quality illustrated books
covering a wide range of topics. The Group's activities also embrace phetographic processing, production services, silkscreen
printing, consumer magazines, informational ditectaries, visval art books and fing art repredections. A detailed review of the
development of the business of the Growp is given in the Chairman's Letier on pages 3 to 7.

Results and dividends

The profit for the year after taxation and minority interests amounted to £5,026,000 (1994: £4,281.000). The directors propose a final
ardingry dividend of 5.25p per share subject to approval af the Annual General Meeting. The retained profit for the year was
£3,226,000 {1994: £2,567,000} which has been transierred to reserves.

Significant changes in fixed assets
Particulars of changes in the fixed assets of the Group during the year are set aut in note 7 in the financial statements.

Birectors
The directors of the Company, who served as directors dering the year, are as follows:

L. F. Osbach

R. J. Morley

M. J. Mousley

G. Banks

G.T. Y. Tai

A. Slavin {resigned on 28 September 1995)
E. de Bellaigue (Non-executive)

None of the directers has a service contract of more than ona year's duration.
No director has had 3 material interest in any contract of significance with the Company or its subsidiaries duriag the yeas.
During the year, the Company maintained liability insurance for its directors and officess.

Born in France in 1931 and brought up in Eagland and Canada, where he graduated from McGill University, Eric de Belizigue started
his working life as a reporter an the Montreal Star. His subsequent career has been in banking and stock broking and has included
spells with the Bank of Montreal and merchant bankers, Schroder Wagg. Following his retirement from stockbrokers Panmure Gordon,
ke joined the board of The Quarto Group tnc. as a non-executive director. He is the author of “The Business of Books - the de
Bellaigue Repert” Hutchinson, 1984,

Directors' interests in shares
The directors who held ofiice at 31 Gecember, 1595 had the-following interests in the share capital of the Company.
Rumber of US$8.10 skares of comman stock
: 31 December, 1995 1 Janyary, 1955
L. k. Orbach* 2,678,413 2,678,413

R. I. Morley ) 1,300,000 1,300,000
M. ). Mousley 32,000 10,467
G. Banks 6,500 2,000
G. T. Y. Tai 10,477 10,477
E. de Belizigue 4,875 4,875

*The shares in which L. F. Orbach is interested are owned through his family trusts.

M. ). Mousley held 1,309 convertible cumulative redeemable shares o preferred stock of par value US$0.10 each at the beginning and
the end of the year. :
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Directors’ Report

Directors’ interests in shares (continued)

1 January,

1995
L. F. Crbach 50,000
R. 1. Morley 30,000
M. ). Mousley 49,000
G. Banks 40,000
G.T. Y. Tai 23,000
A. Slavin 30,000

Number of options

Exercised

12 September, 1995\

30,000
48,000
40,000
23,000
30,000

31 December,
1995

50,000

The options held by L.F.0rbach are exercisable between 10 April 1985 and 9 April 2002

Weighted Average

Exercise Price

£1.30424
£1.30424
£1.45326
£1.41134
£1.45326
£1.30424

The market price of the shares of common stock on 12 September, 1995 was 268p and on 31 December, 1985 was 253p.During the
yeat the market price ranged between 210p and 290p. '

Between 31 December, 1995 ang 29 February, 1996 there have been no changes in the interests of the directors.

Substantial shareholders

As at 29 February, 1996 the direclars have been advised of the fotlowing shareholders who have an interest of 3% or more in the

shares of common stock of the Company:

British Gas Pension Fund

Clerical Medical Investment Group
Co-operative Insurance

Framlington Group plc

Herald Investment Trust

Prudeatial Corporation Group of Companies
Schroder Investment Management Limited
Scottish Mutual

Equitable Life Assurance Society
L.f.Orbach

R.}.Morley

Corporate governance

Number of US$0.10
Shares of common stock
760,000

716,132

702,945

1,185,389

£32,690

655,524

1,288,636

752,500

1,385,000
2,678,413
1,300,000

Percentage

4.1%
3.8%
3.8%
6.4%
34%
35%
6.9%
4.0%
7A4%
14.4%
7.0%

The directors have reviewed the goveraance arrangements of The Quarto Group Inc. in the context of the Cadbury Commitiee Report
and report that the Group is in compliance with most of the paragraphs of the code. The following aseas have been identified where it
is not appropriate to change cursent practice due to the size and constitution of the Board:

a) The Chairman of your Company is also Chief Executive. The Board sees no value in splitfing the rofes of Chairman and Chief

Executive.

b) The Company has one Non-executive Director whick is considered adequate in view of the overalf size of the Board and the

requirements of the Company.

¢) A formal schedule of matters specifically reserved for the Board is not required since the Board forms the executive management

of the Group.

d} The Company does not have any formal arrangements for directors, in the furtherance of their duties, to take independent

professional advice.

e} The Chairman and E. de Bellaigue fulfil the role of Remuneration Committee for directars.

f)  E. de Bellaigue (Non-executive) fulfils the rofe of the Audit Committee.

Z5
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Directors’ Report

Boing concern
The Directors, having made enquiries, consider that the Group hes adequate resources to continue in operational existence for the
forseeable future, and that therefore it is appropriate to adopt the going concern basis in preparing the financial statements.

Internal financial control
The board of directors has overall resporsibility for the Group’s system of internal financial contral, The system of internat financial
contro! is designed to provide reasonable but not absolute 2ssurance against material misstatement or loss.

The main elements of the internal financial control system are:

a) Each ingividual operating unit produces monthly management accounts which are tailored 1o meet the operating and financial
needs of the operating unit. These accounts are reviewed by the Board at monthly board meetings.

b) in addition to the monthly reporting. individual operafing units repert certain management information mere frequently where it
is considered appropriate.

¢)  Each eperzting unit kas key performence ingicetors which are specific to the business carried out at the individual operating
unit. These zte regularly reviewed and assessed by the Board.

d) Each operzting unit is responsible for its own operating and financial controls. These are closely reviewed by the Board and the
finance department on  regular basis through individual operating unit board meetings and regular visits

The Board has reviewed the operation and effectiveness of the internal financial control system.

Report of the Remunerztion Committee
The remuneration commitiee seis the remuneration and other terms of employment of executive directors and reparts:

a) Remuneration tevels are set by reference to individual perfermance. experience and market conditions with a view to providing a
. package which is appropriate for the responsibilities invalved.

b) Performance related bonuses are not given.

¢) Each director has a defined contribution personal pension plan.

d)  No director has & service contract of more than one year's duration.

e) Full details of directors’ remuneration and benefits are given in note 7 to the financial statemenis on page 35

Taxation status

The Company was not a close company within the provisions of the Income and Corporation Taxes Act 1988 during the year nor has
there been any change since the year end.

Post Balance Sheet event
{On 28 February, 1995 the company concluded the acquisition of Walter Foster Publishing, inc for US$ 5 million. Further details are
included in the chairman's letter on page b

.

Qur-auditors KPMG have indicated that a limited liability company, KPMG Audit Ple, is to undertake pari of their audit business.
Accordingly, a resolution is to be proposed at the anaual general meeting for the appointment of KPMG Audit Plc as auditors
of the Company.

@ W R
géch;etBal:: N ‘Q‘M :

29 February, 1996



Consolidated Profit and Loss Account
for the Year Ended 31 December 1995

Turnover
Cost of sales

Gross Profit
Distribution costs
Administration expenses
Gther operating income

Operating Profit
Net interest payable and similar charges

Profit on erdinary activities before taxation
Tax on profis on ordinary activities

Prafit on ordinary aclivities after taxation
Minority inierests — equity

Profit for the financial year
Dividends

Retained profit
Earnings per share

Fully diluted earnings per share

Movements in reserves are shown in notes 16 to 18.

Notes

£6,469

{40,530)

25,119

(2,558)
{15,389)

33

1994
£000

57.927
(34,733)

23.194
(2.533)
(13.826)

114

6.549
{669}

6.280
(L741)

4,539
(258)

4.281
(1.614}

2.657
20.8p
19.6p

27
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Balance Sheets at 31 December 1985

Fixed kssets

Tangible assefs
Investments

Current Assets
Stocks and work in progress
Debters
Investments
Cash at hank and in hand

Creditors: Amounts {aliing due within one year

Met current assets

Total assets iess current Hiabilities

Crediters: Amocnts falfing due after more than one year

Provision {or liabitities and charges
Deferred taxation

Net assets

Capital and reserves
Called up share capital
Reserves — Paid in surplus
- Revaluation
— Profit and loss

— Goodwill
Sharehe!ders’ funds

Equity
Non-equity

Minority interests - eguity

10
1l

12

13

i5
16

17

18

18.182
21.167

3.451

42.802
(27.595)

15.207
20,943

(6,398)

(1.078)
13.467 -

12,061
1,406

13,467

The financial statements or pages 27 fo 45 were approved by the Board of Directors on 29 February, 1996.

M. J. MOUSLEY
Director

N\jm)

1,324
23,513

{3,837)
21,000

21,000

15,796
5,204

21,600

21,000




Statement of Total Recognised
Gains and Losses

FOR THE YEaR Enpep 31 Decemeer 1993

Profit for the {inancial year
Coreency translation differences on foreign currency net investments

Total recognised gains and losses relating 1o the year

Reconciliation of movement
in shareholders’ funds

FOR THE YEAR EnDED 31 DecemBer 1985

Profit for the financial year
Dividends

Retained profit for the financial year

Other recognised gains and losses relating to the year
Kew share capital subscribed

Goodwill adjustment (arising on acguisitions)

Net movement in shareholders’ funds
Shareholders’ tunds at 31 December, 1994

Shareholders' funds at 31 December, 1995

ey {
A oS T
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5,026 4,281
(1,800) (1,614
2,667

282

(4,361)

(1,412)
13,473

16,440
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Consolidated Cash Flow Statement
For THE YEAR EnpED 31 Deceumper 1995
Group
1594
. £090
Net cash inflow {rom operating activities 1.545
Return on investments and servicing of ﬁnanag
Interest received ) 85 229
Interest paid {893} (819)
Interest element of hire purchase payments ‘ : {61} {43)
Dividends paid (1,614) {1.559}
Net cash outflow from returns on investments and servicing of finance (2,192)
Taxation
UK and overseas corporation tax paid (769}
Investing activities
Purchase of tangible fixed assets (944)
Purchase of businesses/subsidiaries {nel of cash and cash equivafents acquired} (3,813)
Sate of tangible fixed assets 83
Net cash outflow from investing activities (4,674)
Ret cash outflow before financing {1,040} (6,090)
finanging
Issie of shares —
Net (drawdown) repayment of other financing 1,334
Capital element of hire purchase payments 179
Cash outtlow (inflow) frem financing 1,513
Increase (decrease) in cash and cash equivalents (7,603)
(1,040} {6,090)
See note 21 for an analysis of certain of the items included above.
cmm_b
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1965

T AR R T e g
N i

S, M




Accounting Policies

The significant accounting policies that have been adopted in the financial statements, which are presenied under the historical cost
basis of acgounting. as madified by the revaluation of frachold property, are as sef out below and comply with applicable accounting
standards. The Company is 2n "overses company” within the meaning of the Companies Act 1983. However, the Company has not
taken advantage of the available exempiions and the financial statements have been prepared in accordance with the accounting and
disclosure requirements of the Companies Act 1985.

Basis of consolidation
The consolidated financial statements represent & consolidation of the audited accounts of The Quarte Group Inc. and its subsidiaries
all of which have been made up to 31 December.

The results of subsidiaries acquired during the year are included from the date on which control passes. Govdwill arising on
acquisitions is charged directly to reserves. The prefit or loss on the disposat or discontinuation of a previously acquired business is
calculated taking account of the attributable amount of purchased goodwill sefating 1o that business.

in accordance with the exemptions allowed by Section 230 of the Gompanies Act 1985, the Company has not presented its own prafit
and foss account.

Foreign currency

Assets and liabilities in foreign currencies are transtated into sterling at the rates of exchange ruling at the respective Dalarce sheet
dates. Profit and loss accounts in foreign currencies are transiated at average rates for the respective accounting periods. Exchange
differences arising on the translation of the net assets and profit and loss accounts of non-UK companies together with exchange
ditferences on related berrowings ase accounted for through reserves. All other exchange differences are recorded as ordinary trading
items.

Depreciation
Depreciaticn is calculated to write off the cost less estimated residual vaiue of fixed assets by annual instalments over their
estimated economic lives at the following annual rates:

Long leasehold : 2% straight line

Short ieaseholds - over the period of the lease
Plant, equipment and motor vehicles : 10-25% straight line
Fixtures and fittings : 15-20% straight line

No depreciation is provided on freehold properties because the directors consider that the lives of these properties and their residual
values (determined at the time of zcquisition or subseguent valuation) are such that their depreciation is not material. Any
permanent diminution in the carrying value of fixed assets is charged against the profit and loss account.

31
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Accounting Policies

Stocks and work in progress

Stocks and work fn progress are vatued at the lower of cost, including an appropriate portion of overheads. and net realisable value.
Production costs (excluding unit priat costs), including an appropriate portion of gverheads, in respect of a hook are written off over
its estimated economic life (not more than three years) commencing from the date of fiest printing and are disclosed in the financia!
statements as work in progress.

Deferred taxation
Provision is made, using the lizbility method, for.deferred taxation on al! material timing differences which are
expected to crystallise,

Turnover
Turnover represents the invgiced value of goods and services supplied to third parties excluding Valve Added Tax.

Cogyrights
Peedominately the Group owns the copyright in its tities. No value is atiributed to these rights.

Lease and hire purchase contracts

Where zssets are acquired by finance leases (including hire purchase coniracts) the amount representing the outright purchase price
of such assets is included in tangible fixed assets. Depreciation is provided in accordance with the accounting policy above. The
capital element of future finance lease payments is included in credilors 2nd the interest element is charged to the profit and loss
account over the peried of the lease in proportion o the capital element outstanding. Expenditure on operating leases is charged to
the profit and loss account in the period to which it relates.

Pensions

Substantially all of the Group’s pension costs relate tp ingividual peasion plans and are charged to the profit and loss account
as they arise.




Notes to the Financial Statements

1 Segmental analysis

Geographical analysis of turnover by destination
United Kinrgdom

United States of America

Canada

Europe

hustralasia and the Far East

Rest of the World

TURROVER

Class of business
Publishing
Publishing services

Net interest payable

Analysis by geographical area of origin

TURKOVER

United Kingdom
United States of America
Other

66,469

{ther is not analysed further because the disectors consider that such disclosure would be prejudiciaf ta the interests of the
Company.

19,299
28,141
10,487

PROFIT
BEFGRE TAX

OPERATING PROFIT

1994
£000

1,985
3,708
1,256

6,549

NET OPERATINE
RSSETS

NET BPERATING
ASSETS

12,159

15,61
6,347

Han

1994
£000

12,297
29,917
1,058
5,795
7,366
1,493

57,927

1984
£000
8,383
14,046
5,540

27,969

110day [eAUUY
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Notes to the Financial Statements

1 Segmental anzlysis (continued)
The net operating assets can be reconciled to the consolidated balance shest as follows:

Net operating gssets R KLRY)
Total bank loans and other borrowings {15,337)
Cash at bank and in hand 2,840
Corporation tax, defesred tax and advance corporation tax {2,604}

Dividends payable 377)
Net assets 18,099

2 Operating profit
Operating profit is stated after charging
Depreciation
Auditors’ remuneration: avdit
: other
Operating lease rentals in respect of:
Plant and machinery
Other assets

0f the profit for the year £1,800,00C (1994: £1,388,000) has been dealt with in the accounts of the Company.

Employees
Staff costs including directors’ emoluments comprise

Wages and salaries
Social security costs

Pension cosis

11,846

1885
Number

The average weekly number of persons employed by the group during the year was
Publishing ‘

Pablishing services

Group administration

1894
£000

27,969
(15,255)

3,451
(1.507)
(7s1)

13,467

639
153
17

20
703

9,744
797
144

10,685

1994
Number

299
177
16

482




Notes to the Financial Statements

2 Dperating profit (continued)
Directors’ remuneration

Emoluments: o~
Fee to non-executive director
Executive directars — remuneration including benefits in kind in respect of
motor vehicles and health insurance
— pension contributions

The directors’ remuneration disclosed above included the folfowing amounis paid in
respect of the Chairman whao is also the highest paid director

Remuneration
Pension contributions

The number of directors who received emoluments (excluding pension coniributions)
in the fallowing ranges were:

£10,001-£15,000
£55,001-£60,000
£60,001~£65.000
£65,001-£70,000
£70,001-£75,000
£75,001-£80,000
£30,0601-£85,000
£105,001-£110,000
£115,001-£120,000
£140,001-£145,060
£150,001-£155,000

Details of directors’ share optioas are given in the directors’ report. No opiions were issued during the year.

The remuneration of the executive directors was as follows:

SALARY/ PERSION

FEES BENEFETS CONTRIBUTION

£000 £000 £000

L.F.Orbach 130 21 15
R.3.Morley 94 21 1
M.J.Mousley 14 10 3
G.Banks ‘ 84 5 3
G.I.Y.Tai 85 9 3
A.Slavin 48 8 —
-415 T4 k3|

Number

1395 1504
TOTAL
£c00

155
113
78
65
74
66

552

35
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Notes to the Financial Statements

3 Net interest payable and similar charges

Interest payabie: )

On bank overdrafts and other foans repayahie.\\vithin S years by instalments
On loans repayable after more than 5 years

Hire purchase

Interest receivable

4 Taxation
On profit for the year:
United Kingdom corporation tax at 33%
Deferred taxation — UK
- Qverseas
Overseas tax

The Group’s low taxation charge reflects the benefit of tax relief on the write-off of intangible 2ssets in
the US, low 1ax rates in Hong Keng and Switzeriand and the availzbility of tax losses in Australia.

5 Dividends
Equity: Ordinary: Interim paid of 2.0p per share

{1994: 2.0p per share}
: Ordinary: Final proposed of 5.25p per share

(1994: 4.3p per share)
Non-equity: Preference

6 Earnings per share

19834
£000

846
21
43

810
(241}

669

485
i67

1,082
1,741

368

791
455

1,614

The calculations of earnings per share is based on 18,449,445 shares (1994: 18,392,979} and earrings, after minority interests of

£4,571,000 (1994: £3,826,000}. ,

Fulty diluted earnings per share allow for the conversion of preference shares and the exercise of all outstanding options and are

calculated on adjusied earnings of £5,047,000 (1994: £4,312,000) and 21,786,859 shares {1994: 21,948,720).




Notes to the Financial Statements

7 Tangible fixed assels
Group

Cost or vatuation:

At 1 January, 1995
Exchange differences
Additiors

Disposals

At 31 December, 1995

Depreciation:

At 1 January, 1985
Exchange differences
Charge for the year
Disposals

At 31 December, 1885

Net book value:
At 21 December, 1995
At 21 December, 1994

Cost or valuation at 31 December, 1995 is represented by:
Surpius on valuation
Cost

PLANT
EQUIPMENT FIXTURES
FREEHOLD LEASEHOLD ARD MOTOR AND

PROPERTY. PROPERTY VEHICLES FITTINGS TOTAL
£000 £600 £000 £000 £000
2,850 539 4im 683 8.249
9% 2 45 36 17
207 248 1,305 171 1,931
(69) ) (176) (34) (281)
3.084 787 5,36 861 10,078
31 110 1,931 a4 2513
— 1 33 2 62
— 49 722 121 832

— (2) (240) (34) (178)

31 158 2,546 556 31291
3,083 528 2,800 305 6,787
2,819 429 2,241 247 5,736
1,018 — — - 1,018
2,066 787 5,346 861 9,060
3,084 787 5,346 861 10078

The net book vatue of plant, equipment and motor vehicles inctuded £1,118,000 (1994 £871,000) in respect of assets held vnder hire

purghase contracts. The depreciation charged on these assets during the.year was £252,000 {1994: £207,000).

Included in leasehold property at cost is £364,000 (3994: £3562,000) in respect of 3 long leasehold property. The ret book value at 31
December, 1995 was £343,000 (1994: £344,000). The principaf freehold property in the UK, with an historic cost of £382,000, was
revalued on the basis of an open market value as defined by the Reyal Institute of Charted Surveyors for existing use at 31 Decembes.
1989 by Conway Kersh, Professiona! Valuers.The valuation was £1.7 million but the directors ascribed a value of £1.4 milion.

37
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Notes to the Financial Statements

SHEARES
AT COST LOANS TOTAL
£0040 £000 £060
8 Fixed asset investments )
At 1 January, 1595 ™~ 4.537 16,453 21.060
Additions 14 281 295
At 31 December, 1995 4.551 16,744 21.295
The Company has the foliowing principal trading subsidiaries (*Directly held by the Quarto Group Inc.), ail of which operate
principally in their country of incorporation.
Name Place and date Issued and fully Percentage Business
of incorporation paid share capital held
Quarto Pyblishing plc England 100,000 shares of £1 each 100> Publishing
1 Aprit, 1976
Quarto Iac. Delaware, USA 6 shares of ne par value 100* Publishing
16 October, 1486
Western Screen and Sign England 1,500 shares of £1 each 100 Publishing
Limited 24 November, 1961 Services
Quarto Magazines Engiand 1,600 shares of £1 sach 100 Publishing
Limited 20 May, 1986
Regent Publishing Hong Keng 1,000 shares of HK$10 each Yz Publishing
Services Limited 23 October, 1985 Services
Apple Press Limited England 100 shares of £1 gach 100 Publishing
5 June, 1984
Quarto Australia Pty Ltd. Australia & redeemable preference 100* Publishing
14 September, 1981 shares of A$1 each and 103
ordinary shares of A$1 each
AP Screenprinters Limited England 1,000 shares of £1 each 109 Publishing
30 September, 1980 Services
RotoVision S.A. Switzerland 1.500 shares of SFr500 each 100* Publishing
18 luly, 1977
E—B?oughton Hali Inc, Delaware, USA 100 shares of US$1 each 100 Publishing
16 March, 1989
Rockport Publishers Inc, Massachusetts, USA 4,000 shares of no par value 190 Publishing
4 December, 1985
Book Sales Inc, Delaware, USA 85 shares of no par value 80 Publishing
+ 13 December, 1972
The Atlas Image Factory Englznd 43,004 shares of £1 each 160 Publishing
Limited 4 May, 1972 Services
Quario Children’s Englang 2 shares of £1 each 190 Publishing
Bocks Limited 6 January, 1976
Scafa-Tornabene Art Delaware, USA 1,210 shares of no " 100 Publishing
Publishing Co., Inc. 29 June, 1987 par value
Packaged Goods New York, USA 100 shares of no 80 Publishiing
Incorporated & October, 1992 par value
Pro-vison Singapore T77,562 shares of T “Publishing
Pte Lid. 11 June, 1996 $%1 each Services
Front Line Delaware, USA 1,000 shares of USS1 each 100 Publishing

Graphics, Inc.

29 April, 1994
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Notes to the Financial Statements

Company

1994 1594
£000 £000

9 Stocks and work in progress
Finished goods 10,835 —
Work in progress 7,525 —_
Raw materials 310 -—
tess: Payments on account (489 —
22,314 18,182 —

18 Debtors

Trade debtors ' 24,528 9,626 —
Amounts due from subsidiaries — — 7%1
Prepayments and acerued income 957 775 —
QOther debtors m 255 —
Corporation tax and advance corposation tax recoverable 501 —
2t.167 781

Advance corporation tax recoverable has been reclassified irom deferred taxation to debtors and the comparitve figures reclassitied
accordingly. Other deblors include a loan of HK$402,000 (£33,000) (1994 HK$381,000 (£32,000)) to G. T. Y. Tai, 2 director of the
Company. The Group receives a commercial rate of interest on this loan. Other debtors also inciude £33,000 (15%4: £98,000) which
is interest bearing, of which £Nil (1884: £33,000) is due aftes more than one year.

11 Corrent asset investments
Listed investments at cost (market value £2,000
{1994; £2,000)) Listed other than on The

International Stock Exchange in London 2
12 Creditors: Amaunts fzlling due within one year
Bank averdrafts 9,760
Current loan instalments 814
Hire porchase creditors 292
Total barrowings 10,123 10,866
Trade creditors 16,659 11,491
Other creditors including taxation and social security: .
Corporation tax . 1,305 981
Advance corporation tax payable ’ 193 349
Dividend payable 977 791
Social security 203
Other creditors 705 1,477
Accruals and deferred income 1,437

27,595
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Notes to the Financial Statements
Company
1854 1994
£000 £000
13 Creditors: Amounts falling due after more than one year
Bank ang other loans . 4,013 —
Hire purchase liabilities 376 —
Total borrowings 4,389 —_
Other creditors 2,008 —_
6,398 —
Other creditors include a provision of £1,389,000 {1994: £1,431,000) being the estimated deferred consideration payable
in connection with the acquisition of Scafa-Tornabene.
Total borrowings are repayable as follows:
Bank loans and overdrafts:
In one year or less, or on demand 10,574 -
Between one and two years 814 —
Between two and five years 2,640 —
In five years or more 559 —
14,587 —
Qther borrowings (hire purchase liabilities):
In one year ar Jess, or on demand 292 -
Between one and two years 236 —_
Between two and five years 140 —
668 —
Total loans and other borrowings:
In one year of less, or on demand 10,866 —_
Between one and two years 1,050 -
Between two and five years 2,780 —
In five years or more 559 —
. 15,337 15,255 —
The above borrowings carry inferest at commercial rates ranging from 5.5% ta 8.25%. The total amourt sepayable in five Years or
more corprises £390,000,with respect to bank loans repayable other thar by instalmeats secured on freehold premises, £377,000
with respect 10 @ bank laan repayable by instalments secured on freehold premises and £641,000 with respect to a bank loan ) t
repayable by instalments.
m
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Notes to the Financial Statements

RHBURT POTENTIAL
PROVIDED LIRBILITY

1995 1995 1994
1080 000 . £000

14 Deferred taxation

Deferred taxation provided in the financial
statements is as follows:

Excess of capital allewances over depreciation 15
Other-UK (193)
Other-overseas 1,375
Revaluation of freehold properly 336

1.643
Advance corporation tax recoverable has been reclassiiied within debtors and the comparative figure reciassified accordingly,
The movement on the provision for deferred taxation is as foflows:

GROUP

£000
Provisign at 1 January, 1995 1,078
Exchange difference 7
Business acguired (33)
Transfer 1o profit and loss account 408
Provision at 31 December, 1995 1,460

15 Share capilal

Authorised:

28,000,000 (1994: 28,000,000} shares of common stock of par vatue US$0.10 each (“shares of commor stock™) with an aggregate
nominal value of U$$2,800,000 (1994: US$2,800,000). 5,212,587 8.75p (net) convertibie cumuiative redeemable shares of preferred
stock of US$0.10 each (“shares of preferred stock”) with an aggregate nominal velue of US$521,588 (1994:U5$521,588).

Equity share capital

Allotted, called up and fully paid:

18,607,306 shares of common stock of par value US$0.10 each «

(1994. 18,392, 979)

Non-equity share capital

Allotted, called vp ard fubly paid: s
5,204,024 shares of preferred stock of US$0.10 each

(1994 5,204,569)

4t

podayg [enuuy




42

L Guarto J
fAnnuai Report

1995

Notes to the Financial Statements

During the year there have been the following changes ir share capital:

{8) On 12 September 1395, 214,000 shares of common stock were issued following the exercise of options under the Company's
Executive Share Oplion Scheme
{b) On 12 June 1595, 545 shares of preferred stock were canverted into 327 shares ¢f common stock,

At 31 December, 1895, the following options over shares of common stock were outstanding under The Quarto Group Inc.
Executive Share Option Schemes.

Number of Shares Date exercisable Options price per share
20,000 16 November, 1980 — 15 November, 1997 £1.51368
16,000 12 April, 1992 — 11 April, 1899 £1.73264
15,0060 14 November, 1992 — 13 November, 1999 £1.5232
88,000 10 April, 1995 — 9 April, 2002 £1.30424
76,000 26 Ociober, 1996 — 25 Getober, 2003 £2.82

The shares of preferred stock are convertible into skares of common stock on 1 June, 1990 and annually thereafter at a rate of 60
shares of common stock for every 100 shares of preferred stock. The Company may at any time purchase shares of preferred stock in
accordance with the rights attachiag to such shares. The Company is cbliged to redeem all outstanding shares of prefersed stock in
2005 at a price of £1. The holders of the preierred stock are not entitled to vote 2t any meeting of sharehoiders unless their dividend
payment is mare than six months overdue or the meeting is being held to consider a resolution for liguidation, dissofution, winding up
of the appointment of a receiver. On fiquidation, dissolution or other winding vp the holders of the preferred stock are entitled to be
paid out of the available assets of the Company the sum of £1 per share and the amount of alf accrued dividends payable in priority
to any payment being made to the holders of common stock.

16 Reserves - paid in surplus

At 1 January, 1995 23,513
On shares issued during year:
Exercise of share oplions 282

At 31 December, 1995




Notes to the Financial Statements

Company

1835 1994
£000 £000

17 Reserves - profit and Joss account

At 1 January, 1895

Retained profit

Difference on translation of net assets and profit
and loss accounts of non-UK companies

At 31 December, 1395

(3,837) (3.611}
— (226}

(3.837) - gEEKEIY

18 Reserves — goodwill

At 1 january, 1995 22,544 18,183
Goodwill adivstment (1994: arising on acquisitions) (933) 4,361

At 31 December, 1995 21,611 22,544

The goodwill adjustment of £933,000 represents principally a reassessment of the deferred consideration payable in respect of a prior
year acquisition

4
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Notes to the Financial Statements
LERD AHD LAND AND
BUILDINES SUILDINGS OTHER
1385 1854 1994
£000 £000 £000
18 Financial commitments .
At 31 December, 1985, the Group had commitﬁents
to make payments under operating leases during
the next year as follows for leases expiring:
Within one year 100 5
Between two and five years 454 33
Qver five years 235 —
809 38
The land and bulldings leases are subject to rent reviews.
20 Contingent commitments and liabilities
0n 14 September, 1993. the Group acquired Scafa-Tornabene Ing. (“Scafa”™). The acquisition agresment provides that a further
payment in respect of the acquisition may be made on 30 September, 1998 calculated by reference to a formula based on 2 multiple
of five times the average operating profit of Scafa for the three financial years completed prier to the date of paymert and takes into
account ievels of deb? within Scafa. The vendors may elect to seceive a payment of one third of the deferred consideration in each of
1996 and 1997 by applying the formela te the relevant years. The directors have provided for deferred consideration of US$2,167,000
{1994: $2,247,000} in these financial statemenis based upon internal projections. The maximum potential liability is U$$5,500,000.
On 13 May, 1994, the Group acquired the business and certain assets and liabilities of Front Ling Graphics, inc. (“Front Line”).The
initial consideration comprised cash of US$5,261,250 and a promissory note of US$1,753,750 payahle after 30 April 1997 subject to
5 clawback arrangement. The acquisition agreement provides that a further payment in respect of the acquisition may be made in
1997 of 40% of the excess of the cumulative profit hefore taxation of Front Line for the three years ending 31 December, 1996 over
U$$4,209,000, The directors have net provided for the promissory note or any deferred consideration in these financial statements
based on intesnal projections. The promissory nate had been provided for in 39984 but has been written back this year as an
adjustment to goodwill. The maximum potential liability is US$3,753,750.
In fanuary, 1995 the Group withdrew from a multi-employes pension plan covering 40 US empioyses. The liability arising as a resul? of
this withdrawal cannof be quantified but it is unlikely to exceed US$800,000. Once determined, this liability will be provided over an
actuarially determined period.
The Quarto Group Inc. has issued guarantees in respect of £8,353,000 of overdrafts of subsidiaries {1994: £8,760,000) and bank
loans of £5,732,000 (1994: £2,253,000).
m
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Notes to the Financial Statements

21 Notes en the consolidated cash flow statement 18494
£000
Reconciliation of operating profit to net cash inflows from operating activities:
Dperating profit 6,949
Depreciation charge 689
Loss/(Profit) on sale of fixed assets . (29)
{Increase) in stocks and work in progress (1.804)
{increase) in debtors {1,992
Increase (decrease) in creditors (2.258)
Net cash inflow from operating activities 1.545

Certain movements in assets and liabilities disclosed abeve differ from the movements shown by the consolidated balance sheet 25
a result of foreign exchange differences and accruals and prepayments.

OTHER FIXANCINE

SHARE CAPITAL/PREMIUM

Analysis of changes in financing during the year:

1,504 7,773
(1,124) 1,117
403 435
108 (368
1,569 {1.513)

Balance at 1 January, 1995

Acquisition of businesses/subsidiaries
New hire purchase contracts

Exchange diffesence

Met cash inflow/(cutilow} fram financing

Balance at 31 December, 1995 25,132

Other financing comprises creditors due after more than ore year together with hire purchase obligaticns of £389,000
(1994; £292.000) and loan instalments of £1,371,000 (1994: £814,000} included in creditors due in less than ene year.

1994
£000

Analysis of changes in cask and cash equivalents:
Net cash (overdraft) at 1 January, 1995 (6,309) 1,275
Exchange difference {138) 18
Net cash inflow {outflow) 924 {7,603)
Net cash (everdraft) at 31 December, 1995 ] (5,523) {6,369)

Cask and cash equivalents comprises cash at bank and in hand and bank overdrafts.
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Historical Cost Five-Year Summary

Profit and loss account

Turngver N
Operating profit before exceptional charges
Net interest

Profit before exceptional charges and taxation

Exceptional charges

Aborted acquisition
Sale of pperations

Profit er ordirary activities
before taxation
Taxation

Profit on ordinary activities
after taxation
Minority interests

Profit for the financial year
Dividends
Retained profit

Earnings per share

Before exceptional charges

After exceptional charges

Eamnings per share have been adiusted to reflect the boaus element of the share issue in 1993,

Balance sheet
Fixed assets
Other net assets

Net borrowings

Ret assels

Cash flow

Net cash inflow frem operating activities
Interest (net) and dividernds
Taxation

Gapital expenditure (net)

Acquisition znd disposal of businesses and investments (net)

Ket cask (outtlow) inflow before financing

1951 1892 1983 1384
£000 £000 £000 £060
35,079 39,387 49,590 57.827
4,519 4,349 5,441 6,949
(468) (376) (421 (669)
4,051 3,873 5,020 6.280
— (160) — —
—_ (391) — -
4,051 3,422 5,020 6,280
(1,035) {923) (1.301} (1.741)
3,016 2,489 3,719 4,539
(131 (132 {224) 1258)
2,885 2,367 3,495 4,281
(1,169) (1,189) (1,467} (1,614)
1,716 1178 2,028 2,667
16.9p 16.4p 19.7p 20.8p
16.8p 13.20 19.7p 20.8p
3,749 4,037 4,908 5,736
9,964 11,552 13,702 18,415
13,713 15,589 18,610 25.151
(5,923) (7,376} (3,915)  {11.684)
7.788 8,213 14,695 13,467
3,861 2,515 2,268 1,545
(1,548) {1,560) (£,719) (2,192}
(1.049) {1,152) (721) {769}
Ly (315) {878) {861}
(1,135) 200 {3,013) (3,813)
176 (312} {4,063) {6,050)

5,026
(1,800)

30,530
{12,431)




