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£79.8m
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Underlying Operating Profit
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Profit before tax
£ 6.0m

i i
Underlying Profit before Tax
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Earnings per share
21.5p
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Underlying Earnings per®hare’
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Chief Financial Officer’s Report

2004 RESULTS

In 2004, profit befare tax, exceptional iwem and goodwill amortisation increased by 13 4% from £5 Tmto £6 4m luroover
was up 7 0% at £79 8m (2003 £74 6ém) In constant currency terms, turnover was up 15 0%, with 6 0% coming from
contnuing operations and % 0% from acquisions Operating profit, before exceptional 1tem and goodwill 1mortisauon,
wcteased by 15 8% from £6 6m to £7 6m, reprecenting 2 5% of sales, up from 8 8% i 2003

Peofit on ordinary activites betore taxauon was £6 Om (2003 £4 Ym) and Operating Profit was £7 2m (2003 L5 8m} the
hgures for 2003 were both adverselv aftected by exceptional costs of £395,400, comprsng legal ind protessional tees

assoctated wath the JOTICM Tender Offer and the Group s response
INTEREST

The net mterest charge increased from £0 9m to £1 2m due to higher borrowings, 25 a result of the acquisitions, and higher
\nterest rates Interest cover based on operating profit, before exceptional stem and goodwill amorusation, was a healthy 6 5 umes

{2003 7 4 umes) Based on Operaung Profir, interest cover was & 2 nmes (2003 6 5 umes)
TAXATION

The taxation charge on profit before amorusane  of goodwill and excepuional item, was 20 8% {2003 16 4%] The Groups
tax charge benefired, n parnicular, from taxable losses brought forward together with Jow tax rates in certain ternores The

t xation charge on profit on ordinary activities before taxation was 22 2% {2003 15 4%]
SHAREHOLDER RETURN

Underlying earnings per share (see note 6 on page 47) rose & 7% to 23 8p [2003 22 3pl Bauc ecarmings per share increased
by 13 8% 10 21 $p [2003 18 9p}

The proposed final dividend of 3 3p represents an increase of 7 7% on last year s final dinidend The reral disidend for the
vear1s 6 25p an increase of § 7% on last year The torah dividend 15 3 8 tmes covered {2003 3 9 nmes] by underlving,

earnings per share, 10 15 3 4 nmes covered [2003 3 3 fimes] by basic earnungs per share

1he markes price of the shares of commen stock on December 31, 2004 was 181 5p, up 15 2% compred to last yenr [157 Sp)
Quarto s common stock has gencrated a vorv strong total shareholder ruturn over the five vears, three yeirs and one year
cadid Ducember 31, 2004 of 117%, 206% and 19% respecuvely Over the sanw perod Quarto s commua stock his
sigmficantly ourperformed the FTSE 100, the FTSE simall cap index and the media sector

FIXED ASSETS

The large increase 1n fixed assets, during 2004, 15 due to goodwill of £10 im answng on the acquisitions made during the

second half of the year

WORKING CAPITAL

Working capital e the balwnce sheer daces 1 summarnsed below

2004 2403

tm tm

Stock and work n progress 07 175
Itade debtors 215 185
Trade creditors (20 8) (1em
Orher ner habilities {14) {ty
200 157
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Workang capital 13 up, due to the acquisitions

Trade debtors represent 2 8 months sales, compared to 2 8 months at the end of 2003
CASH FLOW AND NET DEBT

Net cash inflow from operating acuvines was £6 Sm [2003 £8 Om)

At the year end, our net debt was £28 2m, up £10 8m compared to 2003 (£17 4m) During the year, we spent £8 Om on
acquisitions and assumed net debt of £5 7m Excluding this, our net debt was down £2 9m Our total banking facilittes at
the year end were £44 1m, and of this, £38 7m was commutted for more than one year

TREASURY

The Group’s borrowings, hquidity, interest rate and forergn exchange exposures and banking relationships are managed at
Group level The following policies have been applied during the year to manage the financial nisks faced by the Group with
regard to funding and Liquidiry, interest rate exposure and currency rate exposures

*  Liqudity nisk, the Group prepares an annual cash flow forecast which 1s reviewed by the Board covenng the next
twelve months Thus forecast 1s reviewed in the hght of the facilities available to the Group to ensure that we have
adequate kquidity The Directors, having made enquines, consider that the Group will have adequate resources for the
foreseeable future

¢ Intercst rate risk, most of the Group’s borrowings are at floanng rates The Group entered 1nto an interest rate swap duning
the year to fix the interest cost on US$30,000,000 of our borrowings untl July 17, 2007

*  Currency rate exposure, the Group’s principal operating currency 1s the US dollar Approximately 70% of our sales are
denominated in US dollars and a greater percentage of cur expenditure At Group level we try to match our annual US
dollar receipts and payments 1 order to mingate the impact that exchange rate fluctuanions, with regard to the US dollag, have
on our results In 2004, there was net US dollar income because of strong performances from our US and Hong Kong

subsidiaries and the acquisinons of CP1

The following table sets out the principal average exchange rates used m translating the results of our overseas subsidiaries

2004 2003
US Dollar 183 163
Hong Kong Dollar 1425 1272
Australian Dollar 249 252

FINANCIAL REPCORTING
We have very tght repornng deadhines so that we can focus on runming the business Tlus requures considerable commtment

and hard work from my staff and | would hke to thank them all for their hard work, unstinting support and loyalty We
have had an extremely busy year and, at umes, [ have asked a lot from my staff, but they connnue to produce the goods

MICHAEL | MOUSLEY
Chief Finaneial Officer

February 14, 2005
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Directors’ Report

Fhe Ducctors present thar ieport and the audied fnancial starements of The Quatto Group, Ine , fou the year ended
December 31, 2004

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Group conducts an international business whose prinupal ity 15 18 a publisher of lustiated von-fiction books in
co-cdwon 1nd under us own wnprnt, for both adults and children A detalded review of the duvelopment of the business
of the Group 15 grven 1n the Chatrman’s Lezter on pages 3 to 13 and the Review of Operanons on pages 16 to 22

RESULTS AND DIVIDENDS

The profit for the year after tivanon and munarity interests amounted to £4 285,000 12003 £3,809,000] The
Directors propose a final ordinary dividend of 3 5p {2003 3 25p] per share subject to approv il 1t the Annual General
Meeting 1he retained profit for the vear was £2,736,000 2003 £2,351,000) which has been transferred (o reserves

DIRECTORS
Lhe Durcetors of the Company, who served as Directors dunng the year, were as tollows

L I Ocbach

R J Morlev

M ] Mousley

P Campbell (Non-exccusive)
P Wamne {Non execunive)

L Collins {Non-txecutive}

Proviously an academic m New York, Lavrence Orbach, Chairman and Chief bxecutive had some publishing
experienee before founding Quarte in 1976 Togecher wich his role as Chairman and Chief Executive, he 18 also

responsible for Group brrategy

Robert Mortey, Creanive Director, trained as a designer, and was magazine art director for the Sunday Telegraph
between 1967 and 1970 Before Lo-founding Quarto, he spent some ume with Reader’s Digest and FPC Parr Works

amongst others

Mick Mousley Group [inance Ducctor, worked for 12 years ar Delowrte Hashins & Sclls {(now pait of Pricc
Waterhouse Coopers) the last two years of which were as a semor manager in the Mergers and Acquisinions

Depuement He jowned Quarto i 1987, and wis appowted Finance Dircctor n 1989

Fdueazed at Fron College, Peter Cimpbell started hus bustness career with the Booker Group, holding a number of
marketng positions n their United Rum Merchants subsidiary From 1972 to 1983 he was with the Ocean Group
iinlly on the sales 1nd marketing side, and from 1987 to 1989 he was the General Mannger, UK Operinions for
the MSAS subsidiars, with responsibiliy for 27 locations and 800 staff Since 1989 he has been involved in
mnagement raining and development, and 1s currendy a Dirceror of Catalvst Developmeat, a member of the

Blucpr it Group

Perer Wamne has a wide corporate experience guned a< a result of holding executive and non-execurive Directarships
1 a vanety of ditferent secrots and with companies both publtc and pn e, up to £1 billion turnover The
orgamsinons he has worked for include GEC, Coopers & Lybrand, WR Rojyle, and the CBI He s the co-founder of

Hanson Green, the principat source for non-executive appontments in the UK

Lesgh Cotlins has been a stockbroker simee 1970 and was a direcror of Collins Stewart Lumited of which he was a
tounding direcror m 1991, untd 2000

None of the Directors has a sursice agreement of more than one year’s duranon

Save as disclosed in Note 22, no Director has had a material tnterest i any conerace of sigmticance wich the

Company or its subsidiries during the year twe nty
nine
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DIRECTORS INTERESTS IN SHARES
The Directars who held office at December 31 2004 had the following wnterests i the share c1pual of the Compny

Number of USSO0 10 shares of common stoch

SHAREHOLDING 31 December, 2004 1 Januiry, 2004
L 1 Orbach* 2,858,985 2,957,413
R J Morley 1,402 852 1,587,424
M ] Mousley 42 700 42,700
I Collins 337 650 337,650
P Campbell 1,000 1000
P Wiine B -

Details of the Durector’s options are given wm the Direcrot’s Remuneration Report on page 34
*2,678,413 shares in which 1. I Orbach 1s interested are owned through his famuly cruses

At 1 January, 2004, 279,000 of the shares i which L F Otbach and R | Morley were interested were owned
through the Quarto Publishing plc pension scheme, which was for the benefir of both L F Qrbach and R ] Morley
During 2004, this shareholding has been splir between I F Orbach and R | Miorley

. F Orbach held 5,000 and M | Mouslcy held 15,000 com erizble cumulative redeemable shires of prefurred stock
of par value US30 10 cach at 31 December, 2004 (At Januarv 1, 2004 L I Orbach 5,000, M )} Mousley 15,000)

During the vear the market price of the shares of common stock ranged berween 156 Sp and 183 Sp [he marhut
price at December 31 2004 was 181 $p

Bewween December 31, 2004 and February 14 20035 there have been no changes m the nterests ot the Directors

SUBSTANTIAL SHAREHGLDERS

As w February 14, 2005 the latest pracucable date prior o the publicatton of chis report, the Directors hive been wdvised

of the fellewing sharcholders who have an mterest of 3% or more 1 the shaies of common stock of the Company
Number of USS0 10

Shares ot common stock Percentage
Lattiee Group Pension Scheme 681,026 16%
Chelverton Fund I imuced 625,000 3 3%
Ennismore Fund Managemenr 625,000 31%
Herald Investment Trust 1,437,500 FT%
Invesco English & International Trust 770,000 4 1%
J O Hambro Capital Management 4,968 843 26 6%
Lionirust 1,287 520 6 9%
L F (hbach 2,858 985 15 3%
R | Morley 1,402 BS2 7 5%
The Quarro Group, Inc 714,000 8%

CORPORATE GOVERNANCE

The Directors have reviewed the gosernance arrangements of The Quarro Group, Inc in the context of the

Combined Code, revised 1n July 2003 The principles of the Code have been apphied as tollows

a} [he Board of Directors represents the sharcholdors” interests 1n mamtamimg and growimg a suceessful
businuss including opumising consistent long-term finanaial returns

b} The Board comprises three execunve Directors and three non-execuuve Dhrectors  [he non-executive Directors,
P Campbell, P Waine and L Collins are considered by the Board to be independene, nor wichstanding the face
that P Campbell recewves £15,000 per annum for consulung fees and that 1 Collins has 337,650 shares

€) The Board meets eight umes a yeiwr The wxecutive Direcrors attended all the meetings, P Campbell attended
6 meeungs and P Wame and L Collins rutended 7 meenngs A formal agenda 1s prepared for each meening
and all board papers and information are circulated ro the Board fortv-eight hours before the meenngs

d} All of the Directors are subpect to re-elecnion bv the sharcholders ac the Annual General Meeting
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¢} The remuncranion of the exccusive Dirctors 1s recommended by the Remuneration Commutiee The
Remuneranion of non-executive directors 1s determined by the board as a whole A separare report with
respect to Directors’ remuneration ss inciuded on page 33

f) Ihe Charrman and the Finance Direcror are responsible for mvestor relatons They meet with major
shareholders during the course of the year to ensure chat they develop an understanding of their views,
which are communmicated to the rest oof the Board ar Board Moctings Sharcholders are invieed to attend
the AGM ar least twentv worhing days 1 advance of that meeung

g)  Ihe Audic Commurtiee, comprising P Campbell, P Waine and L Collins meet with the independenc auditors
at least twice a year L Collns provides the Commurtee wath financial experience The Commuttee regularly
review at Board level the financial bach-up and tacihines available at Head Office, as the Group conunues
to expand Addional resources were added during 2004 The Commirtee does not have formal written
terms of reference, this will be revtified 1n 2005 The Commuetee momirors the level of non-audit fees paud
to the auditors to ensure that their objectivity 18 safeguarded

1he Group has complicd throughout the year with the provisions set our in Section 1 ot the Combined Code
appended to the Listung Rules of rhe London Stouk Exchange, apart from those Inted below Where non-comphance
1s reported, this 1s because, 1n the opinion of the Board, it 1s not appropriate to change current pracrice due 1o che
size and consttution of the Roard The provisions of the Combined Code not compled with are as follows

1) The Chawrman of the Company 15 also the Chief Exccutive

b) A formal schedule of marters specifically reserved for the Board 1s not required, since the Board forms the
exteunive management of the Group

) The Company dous not have any formal arrangements for Directars, tn the furthe rance of their dutes, to take
indepondent professional advice

d) lhe Remuntranon Commattee consises of the three mdependent non-executve Diectors, but, it does not have
responstbility for the remuneration of semor management below maw Board Level

e) Pertormance related bonuses are not normally given

f} There s no nommated semor non-executive Direcro

g) The Company does not have a Nommations Commirree The Board as a w fole 15 responsible for the
apvointment of is own members

h) 11 Group dows not have formal *whistlcblowmng® procedures However, the strusture s flat and the hine of
communkation 1s short In 1ddiion, the Lxccaune Board and the finance departmune carey out severdl vistes per
vedr to individual operaung units

1) The Audit Commurtee does not have formal written terms ot reforence this will be recafied 1in 2009

The Board will Lontuiue to review 1ts corperate governance arrangements, in the Lighe ot the Combined Code, as the
Group develops and grows, and, in partcolar will review those provisions of the Combined Code thar are not

comphed with currently

GOING CONCERNMN
['he Directors, having made enquinies, consider thar che Group will have adequate resources to conanue n
vperanonal cxstence for the forseeable future, and that therdfore 1wis appropriate to adopt the going concern basis

in prepanng the financial statements

INTERNAL CONTROLS
I'he Board 15 responsible for the Group s system of internal control and for reviewing 1s effecuveness However, such
4 ~ystert s desipned to manage rather than ehmmate the risk of failure o achieve businiss objectives and <an

provide only rtasonable and not absolute assurance agamst macenal misstatement or loss
Lhe man clemenrs of the inernal control system are

1) The resules of individual operanng umits are reported monthly and reviewed by che Board at 1ts enghr board
MeCTings a year
.
b} The management reports of each operanng unir are railored to suu the business 1nd management needs of th lrty
local management Each operaung umit has 1ts own performance indicators and these are regularly reviewed

and assessed
onec
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¢) In addinion to the monthly reporting, individual operating units report certain management informaton more
frequently where it 1s considered appropriate

d) All operaung umts report thewr bank balances twice weekly and a report 1s produced summansing the Group position

¢} The Board and the finance department make frequent visits to all operating wruts These visits include a review of
the internal control system

f) All operanng units prepare annual budgets and cash flow forecasts which are reviewed by the Board

The Combined Code introduced a requirement that the directors review the effectiveness of the group’s system of
wnternal controls This extends the existing requirement in respect of internal financial controls to cover all controls

’ including financial, operanonal, comphance, and risk management Following publication of gwdance for the
directors, Internal Control Guidance for Directors on the Combmed Code (the Tummbull guidance), the Board
confirms that there ts an ongoing process for, and an annual review covenng, the idennfication, evaluation and
management of the significant risks faced by the Group, that has been n place for the year under review and up to
the date of approval of the annual report and accounts and that this process 1s regularly reviewed by the Board and
accords with the guidance The process is carnied out through, nter aha

a) Group Board meetings

b) Quarterly subsidiary management meertngs

¢) Quarterly strategy meenngs

d) Presencations by subsidiary Chief Executive officers to the Board

¢) Duscusston and review by the Executive Board and the finance department during the several visits per year to
indivadual operating urits

fy Discussions with professional advisers where appropriate

AUDIT COMMITTEE
The duties of the Audit Commuttee include

a)} Monitor integnity of financial statements and formal announcements

b} Review the Company’s internal financial controls

¢) Make recommendations in relation to the reappomtment and removal of external auditor
d) Approve remuneration and terms of engagement of the external auditor

e} Review and momtor independence and objectivity of the external auditor

The Board has considered the need for an internal audit function, but has resofved that, due to the size of the Group,
this cannot be justified on the grounds of cost effectiveness at present

SUPPLIER PAYMENT POLICIES

The Group agrees terms and conditions for 1ts business transactions when orders for goods and services are placed,
ensuring that suppliers are aware of the terms of payment and including the relevant terms 1n contracts where
appropnate These arrangements are adhered to when making payments, subject to the terms and conditions being
met by the supplier At December 31, 2004, Group creditor days amounted to 107 days [2003 108 days)

The holding company does not have any trade creditors

AUDITOR
Qur independent audwor, KPMG Audit Ple, 15 willing to continue m office and, accordingly, a resolution 1s to be
proposed at the annual general meetng for the reappomtment of KPMG Audit Ple as auditor to the Company

M | MOUSLEY IS

Secretary
February 14, 2005

thirty
two
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Directors’ Remuneration Report

The remuneration committee 15 responsible tor making recommendations on behalf of the Board on the
remunericion policy wich regard to the Company’s execunive Directors It consists ot the Chairman and
the three non-executive Directors The remuneration commtiee 1s consticuted within the relevant
provisions of Section B of the Combined Code, save that 1t does not consist exclusively of non-evecutive
Directors and s rerms of reference are not formally documented [he remuneranion vommitree has
given tull consideranion to Section B of the Combined Code mn framung 1ts remuneration policy bhis
reporct sets out the committee’s policy and disclosures on Director’s remunerarion

REMLNERATION POLICY
Remuneration levels arc ser by reference to individual performance, experience and marker condinians

with 4 view to providing a pachage which 1s appropriate tor the responstbihnies involhved

An individual director's petformance 1s reviewed and assessed constantlv thioughout the vear and
specifically at two formal meenings of the remuneration commuetee cach vear Lhis process includes
constderanon of the finanaal results of the Company

The stated poliey is expected to remarn 1n place for the torthcoming year

COMP/IYNENTS OF REMUNERATION
Basic salaries 1re determined according ro the competitive marhet for executive directors, raking into

account their expenence centribution and performance This determinacion s carried our internally

Bonusts and share options are awardid on a discretionary basis m recogmition of individual pertormances
during the year

Oprions granted under the Company’s Exceutive Share Option Schomes are ar marker value at the date
of grant and exercisable berween a minimum pertod of three years and 2 maximum period of seven
years or ten vears Oprions are exercisable if theie has been an inciease in the Companv's earmings per

shire of at least 2% per innum above the growth in the retail prices index over a period of chrec years

SERVICE AGREEMENTS
The eaecutive Directors have service agreements which provide for 12 months’ notice by the Dircctor or the
Comp 1y Fhire are no provisions for compensation other than the notce penod  As trom 2004, the indepundeat

non-execuuve Directors are ungaged on annual rolhng contracts Therr fees are reviewed by the Board
All of the Direcrors stand for re-election annually ac the Annuz General Meetng ot the Company

TOTAL SHAREHOLDER RETURN

L he tollowing graph charts the total shareholder rerurn of the Company for the last hive vears

— Quarto

il

.. ~ —— TISL Alddinand

,,J Fnrercaimment

nm

o e e— -

_—F—_“—'"_:——-—-n_
T -
n
Lok
The mdex selected for comparison s the FISF Media and Enzertamment index as this was considered o be a broad
.

representacton of the Company’s peer group in rerms of s s1ze and business th Lrty
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DETAILS OF DIRECTORS REMUNERATION
The audstors are required o repott on the mformanon contamned m thes page of the rununcration reporc

The remuneranon in respect of each Director who served as a Director during the year was as follows

2004 2003

SALARY / FRES BENEFILS TOI1AI 1OTAL

L0009 L0600 Logo L000

L I Orbach 323 13 338 313
R | Morley 171 5 176 179
M ] Mousley 175 3 178 162
P Campbell 40 - 40 46
P Waine 25 - 25 33
[ Collins 25 - 25 33
761 21 782 766

Benefits consist of benufies in kind in respect of health and Life msurance  The remuncranen of the three non-cwcunve
Dirccrors compiises £25,000 fees tor thewr onge ing role as a non-executive Director In addition, P Campbell receved

£15,000 of consultung fees on an arm’ length basis

Fach of the execunve Directors has a defined contnbunion pension plan During the vear contribunons were made s follows

2004 2003
£000 LOGO
L I Orbach 72 7l
R | Morley 26 26
M ] Mousley 26 24
124 121
SHARE OPTIONS
Details of share opuons of those directors whe served during the vear are as follows
At Awarded At Lxereise” Larliest Lapury
January 1, December 31, price date of date
2004 2004 CXerise
L I Orbach 10,000 - 10,000 £1 113 2222003 2122007
R J Morlev 5,000 - 5,000 £1115 2222003 2122010
M ] Mousley 10,000 - 10 000 £1115 222 200% 2122010
5,000 - 5,000 £0 685 3132001 3032008
15,000 - 15 000 £0825 29 32004 2832011
3,900 - 3500 £0 775 2622005 2522012
11,100 - 11 100 £0 775 2622005 2522009
7,500 - 7 300 £0 83 1422006 1322010
7.500 7,500 L1 63 309 2007 2992011

* Market price at date of award
No gains were made by Directors on the exeraise of the share opuions in the current or prior year

Dietuls of the performance criterta of these options are given 1boyve under components of remuncranion

The highest and lowest prices of the Company’s shares during the vear were 183 5p and 156 5p respectnnelv The price
at the vear end was 181 5p

This report was approved bv the Board of Directors on Febiuary 14, 2005

P WAINE
Charrman of Remuaerauon Committee
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Statement of Directors’ Responsibilities
p

The € ompany 15 incorporated in the State of Delaware, United States and 15 subject o the law of rhar
state which places no requirement for annual reporuing to sharcholders upon the directors However,
since the Company has a listing on the London Stock Fichange and a place of business in the UK, the
Direcrors are required to prepare financial statements which comply with certain provisions which are
contamned within the Listing Rules of the UK Financial Services Authoriry (the Listing Rules) and UK

company law for overses companies

Lhe Company 15 an *oversea company” within the muaning of the Companies Act 1985 Lhe Direcrors
have elected to adopt UK Generally Accepred Accounnng Princaples and to preparc the financaial
statements in accordance with applicable United Kingdom accounting standards The Birecrors have
also elected 1o prepare the tccounts in accordance with the veq irements of the Compames Acr 1985, as

of the full requirements ot that \cr were to apply

1he Directors have accepted responsibiliry for prepaning flinancial statements for each finanuial venr
which give a truc and fair view of the state of affairs of the Company and the Group and of the profu
or loss for that puriod In preparing thise financial statemencs, the Directors have assumed

responsthibiey to

— select suitable accounung policies and then apply them consisrently,

— mahe judgements and esttmates that are reasonable and prudent,

~ stare whether applicable accounting standards have been followed, subject to any marenial deparures
disciesed and explained in the financial statements, and

— prepare the financial statements on the going concern basis unless 1t 15 tnppropriate to presume that

the Group will conunue in business

lhe Directors have accepted responstbility tor mamtaiming proper accounnng records which disclose

with reasonable accuracy at anv nme the financial postnion of the Company and enable them te ensure
that the financiil scatements vomply with the relevant requirements ot Uk company law 1nd Delaware
companv law They have general responsibihy for taking such steps as are reasonably open to them to

sifcguird the assets of the Group 1nd to provent and detect fraud and other wnegularines

thirty
five
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Independent Auditor’s Report to The Quarto Group, Inc

We have audited the financial statements on pages 37 to 59 In addition to our audit of the financial statements, the
directors have engaged us to audit the information 1n the directors’ remuneration report that 1s described as having
been audired, which the dtrectors have decided to prepare as if the Company were required to comply with the
requrements of Schedule 7A to the Companies Act 1985

Thus report 1s made solely to the Company 1n accordance with the terms of our engagement Our audit work has
been undertaken so that we might state to the Company those matters we have been engaged to state 1n this audut
report and for no other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company for our audit work, for this report, or for the opinons we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors have accepted responsibility for preparing the Annual Report and the directors’ remuneranon report
As described on page 35, this includes responsibility for preparing the financial statements 1n accordance with
applicable United Kingdom accounting standards and the requirements of the Companies Act 1985, as if the
requirements of that Act were to apply Qur responsibilities, as independent auditors, are established by the terms of
our engagement letter, the Auditing Practices Board and by our profession’s ethical gmdance

Under the terms of our engagement, we report to you our optruon as to whether the financial statements give a true and
fair view and whether the financial statements and the part of the directors’ remuneration repart to be audited have been
properly prepared in accordance with the stated basis of preparanon  We also report to you if, in our opimon, the
directors’ report 1s not consistent with the financial statements, if the company has not kept proper accountung records,
1f we have not received all the informanion and explananons we require for our audit, or if informanon speafied by law
regarding directors’ remuneration and transactions with the Group 1s not disclosed, as if that law were to apply

In addinon to our audit of the financial statements, the directors have engaged us to review their corporate governance
statement as f the Company were required to comply wath the Lisung Rules of the Financial Services Authority i relanon
to these matters We review whether the Corporate Governance statement on pages 30 to 32 reflects the Company’s
comphance with the nine provistons of the 2003 FRC Code specified for audit review by those rules, and we report if it
does not We are not required to consider whether the Board’s statements on mternal control cover all nsks and controls, or
form an opimon on the effectiveness of the Group's corporate governance procedures or 1ts nsk and control procedures

We read the other information contained 1n the Annual Report, including the corporate governance statement and the
unaudited part of the directors’ remuneration report and consider whether 1t 1s consistent with the audited financial
statements We consider the imphicanons for our report if we become aware of any apparent musstatements or
material inconsistencies with the financial statements

BASIS OF OPINION

We conducted our audit in accordance wath Auditing Standards 1ssued by the Auditing Practices Board An audit
mcludes exammnation, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements
and the part of the directors’ remuneration report to be audited It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements and the part of the
directors’ remuneranon report to be audited, and of whether the accounting policies are approprate to the Group’s
circumstances, consistently apphed and adequately disclosed

We planned and performed our audit 50 as 1o obtain all the information and explananons which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements are
free from matenal misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we
also evaluated the overall adequacy of the presentanion of informanon tn the financial statements and the part of the
directors’ remuneranon report to be audited

QPINICN
In our opimion

¢ the financial statements give a true and fair view of the state of affairs of the Company and the Group as at
December 31, 2004 and of the profit of the Group for the year then ended, and
* the financial statements and the part of the directors’ remuneration report to be audited have been properly prepared n
accordance with the Compames 1985, as if the full requirements of that Act had applied to the financal statements
KOG 3/
KPMG Audit Plc, Chartered Accountants
London, February 14, 2005
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Consolidated profit and loss account
for the year ended December 31, 2004

GROUP

2004 2003
Notes {004 £000

TURNQVER 1
Conunuing operations 73141 74623
Acquisinions 6.694 -
79,833 74 623
Cost of Sales 50,930 {49 240)
GROSS PROFIT 289014 251383
Distribunion costs (30144 (2 535)

Admumstranon xpenses

-Before excepuonal icem and goodwill amorusaunon {18,412 {16,395)
-Exceptional item 2 - (595)
-Goodwill amornsanon (41, (2086)
Iotal administrative expenses (18,8.22; (17 196)
QOther operating mcome 116 113
GROUP OPERATING PROFIT FARE 5765
Conunuing upcrations 6,449 5,765
Acquisinions 703 -
7,194 5765
Nei interest payabie and similar charges 3 {1 169) (891)
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION 6,025 4873
lax on profit on ordinary ncuvities (1337} (750)
PROFIT ON ORDINARY ACTIVITIES AFTER TAXATION 4,684 4,123
Minority interests — tquity 14013} (314)
PROFIT FOR THE YEAR 4 283 3 809
Dividends (including non-equiry) S {1 549} (1,458)
RETAINED PROFIT FORTHE YEAR 18 2,736 2351
EARNINGS PER SHARE 3 21 $p 1895
UNDFf LYING EARNINGS PER SHARE 6 I3bp 22 3p
DILUTED EARNINGS PER SHARF 6 M ap 18 2p
DILUTED UNDERLYING EARNINGS PER SHARE 6 22 0p 21 2p

There 15 no matertal difference between the results as disclosed 1n the profit and loss and those resules on

1 hustorical cost basis

thirty
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Balance Sheets at December 31, 2004

Notes
FIXED ASSETS
Intangible assets 7
Tangible assets 7
Investments 8
CURRENT ASSETS
Stocks and work in progress 9
Debtors 10
Cash and deposits 11
CREDITORS Amounts faling due within one year 12
NET CURRENT ASSETS / (LIABILITIES)
TOTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS Amounts falling due after more 13
than one year
PROVISION FOR LIABILITIES AND CHARGES
Defetred taxation 15
NET ASSETS
CAPITAL AND RESERVES
Called up share capital 16
Treasury stock 17
Reserves — Paid 1n surplus 18
- Revaluation 18
- Profit and loss 18
SHAREHOLDERS' FUNDS
Equity
Non-equity

MINQORITY INTERESTS — EQUITY

GROUP

COMPANY

2004 2003 2004 2003
£000 £000 £000 £000
13,005 3,337 -
8,982 8,909 . .

. - 10,817 12,294

21,987 12,246 10,817 12,294
20,727 17,451 . .
24,066 20,667 - -
12,578 12,490 - .
57,371 50,608 - .
(28,927)  (24,303) (629) (583)
28,444 26,305 (629) (583)
50,431 38,551 10,188 11,711
(38,618) (29,588} - .
(646) (875) - .
11,167 8,088 10,188 11,711
1,341 1,341 1,341 1,341
(786) (802) (786) (802)
23,903 23,893 23,903 23,893
968 978 - .
(16,979)  (19,758)  (14,270)  (12,721)
8,447 5,652 10,188 11,711
3,575 780 5,316 6,839
4,872 4,872 4,872 4,872
8,447 5,652 10,188 11,711
2,720 2,436 . .
11,167 8,088 10,188 11,711

The financial statements on pages 37 to 59 were approved by the Board of Directors on February 14, 2005 and were

signed on 1ts behalf by

M ] MOUSLEY l\f_j‘rp

Director
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Consohdated Statement of Total Recognised Gains
and Losses for the Year Fnded December 31, 2004

PROFIT FOR THE FINANCIAL YEAR
Curiency translanon differences

an FO]’Blgl'l currency net mvestments

TOTAL RECOGNISED GAINS AND LOSSES RELATING TO THE YEAR

GROUP

20014 2003
L000 £000
4,285 3.809

33 16
4,318 1,825

[here are no other recognised gatns and losses for the company (2003 nil), apart from the loss {2003 loss) for the

finanaal year as disclosed below

Reconciliation of movement
in shareholders’ funds

for the Year IEnded December 31, 2004

PROFIT FOR THE FINANCIAL YEAR
Dhvidends
Retained profit {loss) for che finanual year
Orher recogmsed gains and losses refanng ro the year
Issues of shares (notes 16-18)
Purchase of shares (note 17)
Net movement in sharcholders’ funds

sharcholders' funds ac December 31 2003
SHAREHOLDERS FUNDS AT DECEMBER 3§, 2004

GROUP

COMPANY

_Div 20013 2004 2003
£000 L900 L0010 £o00
4 285 3,809 -
11,549) (1.458) (1,549) (1,458)
2736 2,351 (1,549) (1,458)
RE] 16 - -
26 8 26 8
{110) (110}

2,795 2,265 {1,523) (1,560}
5,652 3,387 11,711 13.271
8,447 5,652 10 188 11,711
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Consolidated Cash Flow Statement
for the Year Ended December 31, 2004

GROUP
2004 2003
L0410 £000
NET CASH INFLOW FROM OPERATING ACTIVITIES 6,503 7,963
RETURN ON INVESTMENT AND SERVICING OF FINANCE
Interest recarved 51 107
interest pard (1,280 [961)
Interest element of hire purchase pavments (47) (39)
Preference dinidend paid {426) (426)
Dividend paid ro munonty shareholder {103) (103}
NET CASH OUTFLOW FROM RETURN ON INVESTMENT AND SERVICING OF FINANCE (1,805) (1,422)
TAXATION
UK and oveiseas corporation tax pad (1,062) (371)
CAPITAL EXPENDITURE
Purchase of tangible fixed assers {1,020) {2,532
Sale of tangible fixed assers 38 30
Net cash outflow trom capital oxpenditure (982) {2 502)
ACQUISITIONS
Puichase ot busmesses / subsidianes (tucluding cash and cash equivalents acquired) (13,700) {179}
EQUITY DIVIDENDS PAID
Dividends pud {1,077) (96%)
NET CASH OUTFLOW BEFORE USE OF HQUID RESOURCES AND FINANCING (12,123) 2,522
MANAGEMENT OF LIQUID RESOURCES
Movement in shorr term deposits 1,927 {1,593)
FINANCING
[ssue of shares 26 8
Purchase of shares - (1rm
Caputal element of tinance leases (322) (632)
Increase in debt 11,289 2,363
NET CASH CUTFLOW FROM FINANCING 10,993 1,631
INCREASE IN CASH 797 2,560
RECONCILIATION OF NET CASHFLOW TQ MOVEMENT IN NET DEBT
Increase imcrease 1n cash 797 2,560
{Increase) 11 debt and lease financing {10 967) {1733)
Management of liguid resources (1,927} P 593
{12,097) 2420
New finance leases - {1631)
Transtation differences 1,254 1 607
{10,843} 2 3196
MOVEMENT IN DEBT FOR YEAR
Ner debe at beginmng of vear {17,387) (19 783)
Ner debr at end of yeur {28,230) (17 357)

forty
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Accounting Policies

1 he tollowing accounting pohcies have been apphied consistently m dealing with items which are considered macersal

1 telrton to the Group's financial statements

BASIS OF PREPARATION

The sigmficant accouning pohees thar have been adopted (n the financial statements, which are presented under the
historal cost basts of accountng and the going vencern assumpnon, as modified by the revaluation of frechold
property, aie as sei out bedow and comply with applicable accountng standards The Company 15 an "oversea
companv” within the meaning of the Companies Act 1985 The Direcrors have elceted to adopt UK Genaally
Accepred Accounnng Prinaples and 1o prepare the finanaal statements in accordance wich appheable Umced
Kingdom ecounnng standards The Diecrors have also elected to prepare the accounts 1n accordance with the

requitements of the Compames Act 1985, as of the full requuements of thar Act were to apply

BASIS OF CONSOLIDATION
I he consoldated finanaal statuments represent a consohdarion of the audited acvounts of Lhe Quarte Group, Inc

and cech of 1ts subsidrarics, Al of which have 3 December 31 year end

The 1esults of substdiaties acquired during the year are included trom the date on which control passes On the
acquisition ot a business, fair values, reflecting conditions ar the dat= ot ncquisition, are attribuced to the net
assets Where the fair value ot the purchase considerition exceeds the fau value attnbutable to the Group™s share
of such nee assers, the difference 1s treated as purchased goodwill and for avcounting periods up to December 31,
1997 this was written off directly to reserves n the year of acquisiion Geodwill on acquisitions subsequent to
December 31, 1997 i capiabised as an intangible fixed 1ssee and wrtten off over s useful cconomie life, bung
20 vears for acquisitions of busincsses and 10 years for acquisitions of bicklists Reorgamsaton and 1nteglanon
costs resultng from the acquusiion are charged to the profic and loss 1ccoun, as they are incured  The profic or
loss on the disposal ot a previously acquired business 1s calculased taking account of the atrributable amaunt of

purchased goodwill relating ro that business

In 1cordance with the exemptions allowed by Section 230 of the Companies Act 1985, che Company has noc

preserted 1ts own profit and loss account

TANGIBLE FIXED ASSETS
As permitted by the transional arengemenes of 1RS13, the Group ha chosen to hold che coss of frechold properties
at previows valuatons, with etfect from Januais 2000 Other haed awsets e held ar cost less accumulited depiecanion

Provison for any mpaiment :n the value of tangible hined assers 1 made o the proht and loss account

DEPRECIATION
Deprectation 1s cakeulated to write off the cost less estmased residunl value of fixed 1ssers by annual instalments over
their estunated economic Ines at the following annual rates

1 cechold buildimgs / Long leaschold 2% straught hinc

Short leascholds over the period of the lease
Plant, equipment and motror vehicles 10-25% scraighe line
bixtures and fitungs 15-20% straight line

Na depreciation 15 provided on freehold land

forty
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Accounting Policies

FOREIGN CURRENCY

Assets and habihities i foreign currencies are translated mto sterling at che rates of exchange ruling at the respective
baltnce sheer dates Profit ind loss accounts i toreign cuzrencies are translated it average rates tor the respective
accounting periods Exchange differences arising on the translacion of the net assers and profit and loss accounts of
non-UK companies together with exchange differences on related borrowings are accounted tor through reserves Al

other exchangy diffrences are recorded 1n the profit and loss account

TURNOVER
Turnover represents the mvoneed value of goods and services supplied ro thud parns, excluding Value Added lax

STOCKS AND WORK 1IN PROGRESS
Stocks and work 1 progress are valued 11 the lower of cost, including an appropriate poruen of overheads, and nt
realisable value Production costs {excludmg 1 nie print costs), meluding an appropriate proportion of overiieads m

respect of 4 book are charged to the profic and toss account on the first printiag of a book

DEFERRED TAXATION
Deferred tax ts recognised, without discounting, i respect ot all nming differences berween the traanment of certain
items for taxation and accounting purposes which have ansen bur not reversed by the balance sheet date, except as

otherwise required by FRS 19

Deferred tax assets are only recogmised 1o the extent that 1s considered more likely than not they will be recovt red

agawnst tutwe taxable profits

COPYRIGHTS

Predonnately the Group owss the copyught i us ades No value 1 artrihured o thest nighes

LEASE AND HIRE PURCHASE CONTRACTS

Wheie assets are acquired uader finance leases (includmg hire pichase contracts), which confer tights and
cbligationts stmlar to those attached to owned assets, the amount representing the outnght purchase price of such
assets 1s ncluded n tangible fixed assers Deprecianon is provided accordance with the accounting poliey above
1he caputal dement of future finance kease payments 15 mcluded 0 creditors and the interest dement s charged o the
profir and loss 1ccount over the pertod of the dease m propertion w the vapital ddement cutstanding bxpenditure on

operanng luases 1~ charged to che profit and loss account on 1 straighrt hae basis

PENSIONS
Substantially all of the Group’s pension costs relate to ndwidual pension plins and are charged to the profic and loss
account 15 they fall due 1he Quarto Publishing plc pension scheme s a personal defined contributian pensien scheme

FINANCIAL INSTRUMENTS

Page 54 of the financial statuments provids an explanauon of the role that financial mstremenes have had duning the
period n creanng or changing the nisks the Groap faces in s acovines: The explanation summarnises the objectivs and
policies for holding o1 saung fimanaal instruments and smular contraces and the strategies for achuesing those objectives

trat have been followed during rthe period

As permutted by FRS 13, short-term debiors 1nd creduors hive been exclnded from the disclosures, ather than currency

disclosures
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Notes to the Financial Statements

|

SEGMENTAL ANALYSIS

GEOGRAPHICAL ANALYSIS OF TURNOVER BY DESTINATION

Umited Kingdom

United Stares of America
Canada

Furope

Australasia and the Tar Last
Nest of the World

CLASS OF BUSINESS

The dicecrors regard the Giroup's business as a single segment

ANALYS!IS BY GEOGRAPHICAL AREA OF ORIGIN

United hingdem
United States of America
Rest of the World

Lyceprional wem

Net incerest pavable

2004 2003
£000 L000
15,889 14,983
43,072 41 624
2,141 1,955
9,211 8,270
8,375 6,721
1,147 1,070
79,835 74,623

PRORAIT NET OPERATING
THANOVYER BEFORE TAX ASSETS

2004 2003 2004 2003 2004 2003
L0 £000 f1oa £000 Loog £000
29 551 28,939 783 1,749 13,979 10,165
32,246 29,681 4,355 3,284 21,612 11,284
18 038 16,003 2,056 1,327 6,231 6,238
79 835 74 623 7194 6,360 41,822 27,687

- (595)

(1,169) (892)

6025 4,873

I he Group interest expense 1s arranged centrally and 1s not auributed to geographical areas
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Notes to the Financial Statements

2004 2003
LG0O L0000
' SEGMENTAL ANALYSIS (CONTINUED)
Lhe ner operating assets can be reconaled to the vonsohidatud balance sheer as follows
Ner operaring assers 41,822 27,687
Total bank loans and other borrowings {40,808) {29,877}
Cash at bank and 1n hand 12,578 12,490
Corporanen t1x and deferred rax {1796) (1,629}
Purvidends payable (629) {383
Net assers 11167 8,088
2 PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION 15 STATED AFTER CHARGING
Deprevianion 1073 956
Toodwill amorasanion 410 206
Auditors’ remunerition  audit 197 191
other fees paid to auditors
and their associates 14 11
Operanng lease rentals in respect of

plant and machinery 115 142
other assets 1,059 1,144

Excepuonal wem Comprises US and UK legal and professional charges
n 2003 asseaiated with the JOHCUM tender offer and the Group's response . 395

Operatng profir is statud 4fter charging the following amounts with respuet 10 acquisitions cost of sales
£3,912,000, distribution ¢xpenses £403,000 and administration expenses £1,674 000

Included unde: audirors’ remunerinon are audit fees in respece of the Company,
amounting to £40,000 |2003 £40,000] The fees have been deaic with through

the financial statements of Quarto Publishing ple

Aloss of £1,548,000 2003 Loss £1,458,000] has been deale with in the
accounts of the Company
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Notes to the Financial Statements

2 PROFIT ON ORDINARY ACTIVITIES (CONTINUED)
EMPLOYEES

ETAEF COSTS INCLUDING DIRECTORS EMOLUMENTS COMPRISE
Wages and salaries
Social security costs

Pension costs

Substanually all of the Group’s punsion costs Lorsist

of contnbutions to persunal pension plans

THE AVERAGE MONTHLY NUMBER OF PERSONS
EMPLOYED BY THE GROUP DURING THE YEAR WAS

{IRECTORS REMUNERATION

The Quarto Group Inc, Annual Report 2004

GROUP

2001 2003
L0300 L000
12,417 11,528
1,069 974
423 351
13,909 12,8583
2004 2003
“umber Number
480 427

Detils of Directors’ remuncration are given m she directors” remuncianon report on page 34
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Notes to the Financial Statements

GROUF

2004 2003
L0430 £000
3 NET INTEREST PAYABLE AND SHMILAR CHARGES
Interest payable
On bank loans and overdrates repavable within § years by imstalmenrs 1,126 932
On bank loans repavable after mote than § years by nstabments A1 10
Hire purchase 47 19
1,234 1,001
Interest recervable (65) (109
1,169 8§92
4 TAXATION
Unired Kingdom corporation tax at 30%  Current - 62
Adjustment to priot periods (5 29
Overseas 11x 1,53 950
Total current tas | 527 i 041
Defcrred tananon — UK 93 26
- Ovurscas Lor the period (133 {232)
Adjustmunt to prior pertods {130 {83)
1,337 750
The curcent tax charge for the year 1s lower than the standard rate of corporacion tax
in the UK [30%, 2003 30%] The differcnces are explamed below
Profit on ordinary activittes b fore tax 6025 4 873
Current tix at 30% 1,808 1 462
Lifects ot
Unlization of tax losses (397) {507}
Differing tax tates in certun territones {63} (250)
Tan losses nor unilized 82 33
Other {(incleding temporary and permanent uming differences) 97 278
Fotal correne tax charge 1,527 1,041
Future tax charges mav be aftected by the utlizanion of tax losses and differing rax rates m
certain territoties
5 DIVIDENDS
Equity Ordinary Intenim paid ot 2 75p per share
[2003 2 5p per share] 494 449
Ordinary inal proposed of 3 5p per share
{2003 3 25p pur share] 619 583
1123 t 032
Non-equity Preference 424 426
1,549 1458

forty
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6 EARNINGS PER SHARE
Rasu earmungs per share 1s caleulted by disiding the earmings aunbutable to common stock holders (1e earnings less
preference dividends) by the weighred 1serage number of shares in 1ssue during the perod, excludmg those held a~

treasury stock

For diuted carmngs per share the waghred average number of shares i wsuc 15 adjusted to assume convursion of 1l
diiuzive potennal shares »f common stock  Lhesc represent share opnions granted to emplovees where the exeruse price
15 less than the weaghted average market price of the Company s shares during the period and preference shates which

are comeruble nge shaces of common stock and 4 loar note which 15 converuble mco shares ot common stock

Undeilving earmings per share figures are presented These exclude the effects of exceptional items 1nd goodwili

amorusation | he Board ot Directors consider char chis figure gives a better reflection of underlying performance

i 063

WEIGHTLL WEIGHTED
ASTRAGE  PEXSI ARE AVERAGE  PER SHARE
EARNINGS NUMBER OF  AMOUNT EARNINGS NUMBER OF  AMOUNT
£009 SHARES PENC F 0 SHARES PENCE
Bisic earnings per share 3,859 17,955,495 215 3,383 17,926,756 189
Fftect of dilutive options - 111 836 - - 66 305 -
ilunve loan norc 23 437 347 53 - - -
Dilusive preferenes shares 426 2,923,514 14 6 426 2,933,965 14 6
Diuted camungs per share 4,308 21,427,992 201 3,809 20,927 026 182
Undetlying eirnings per shaie figures
Basic carnngs per share 3,859 17,955,495 215 3,383 17,926,756 189
Fefeet ot
Laceptional wem® - - - 416 - 23
Gooawill amortsation 410 - 23 206 - 11
Basie eamings per share bofore goodwall
armortination and excepuonal items 4,269 17,995,495 18 4.005 17 926,754 223
Underlving basic carnings per share 4,269 17,955,495 238 4,005 17,926,756 223
Eftect of
Dilunive options - 111,636 - - 66,30% -
Dilunve loan nore 23 437,347 53 - -
Dilunive preterence shaies 426 2,923,514 146 426 2,933,965 146
Dilted underbang eainngs per share
before goodwill 1motusanion
and excepuonal irems 4718 21,427,992 220 4431 20,927,026 212

*7he excepoional item in 2003 (see note 2) 1s stated net of a tax credue of £179,000
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Notes to the Financial Statements

PLANT
EOUIPMENT FIXTILMES
FREEHOLD LEASEHOLD ANL MOTOR AND
PAOPERTY PPOPERTY JERITLES FITT.NGS TOTRL
1000 FOhQ FiiY N Lo
FELED ASSETS
TANGIBLE FEXED ASSETS
Group
Cost or valuation
At January 1, 2004 5200 502 6,959 883 13,744
Exchange differences (48) (42) {151) {38} (279)
Addinons 128 253 377 162 1,020
Subsidiaries acquired . 7 130 52 261
hsposals - {5) {316) {162} {483}
At December 31 2004 5,280 1,087 6 899 497 14,263
Depricianon
At January 1, 2004 167 449 3,757 462 4 833
Lachange differences () ts) {133) (28) 181y
Charge for the year 67 85 690 23 1 073
Disposals - {5 {280) {161} 1446)
At December 31, 2004 229 Si4 4034 504 5,281
Nct book value
At December 31, 2004 5,051 573 1,868 493 8,982
At December 31, 2003 5033 353 1,102 421 8,909

The ner book value of plant, equpment and motor vehicles included £1,485.000 12003 £1,786 Q00] w respect
of assets held under hure purchase conzacts The depreciation charged on chese assets duning the year was
£241,000 [2003 £163,000] Included i leasehold property 2t cost 15 £294,000 [2003 £322,000] in respect of
a long leasehold property, the net book value was £213,000 j2003 £241,000]

['he toral cost ot frechold property comprises £3,064,000 1 respect of buldings and £2 286,000 1n rospeet of
tand A freehold property, with a net book value of £2,117,000, s sceured against 1 mortgage

As stated 10 the accountng policy note on page 41, the Directors tave chosen to hold the cost of treehold properties
at previous valuations with effect from Januarv 2000 The cost of freehold property held ac previous valuauons
comprises buldings £1,593,000 and land £1,321,000 The prinapal freehold property in the UK with a historieal
vost of £382,000, was revalued on the basis of 1n open marker value for cxisting use at December 31, 1989 by
Conway Kersh, independent Protessional Valuers The valuation was £1 7 mudlion but the Dircctors asunbed a value
of £1 4 million, on the grounds of prudince [he valuanon was i accordance with RICS Statements of Asset

Valeawon Pracoce and Guidance Notes
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Notes to the Financial Statements

7

FIXED ASSETS {CONTINUED)
INTANGIBLE FIXED ASSETS
GOODWILL

At January 1, 2004
Adduwtons

Amortisaition for the year

At December 31, 2004

GROUP

COST
100y

3 862
10 078

13,940

NET BOOK

AMORTISATION VALUE
Loao LOOD

{325) 3,337

- 1078

(410) {410}

(935) 13,005

Addinions to goodwill n the yoar arose from the 2equisition of the major part of the businuss of Creanve Publishing

mivrnnoenil (CPY (on August 4, 2004}, and majonty sharcholdmgs i Aurum Press Dioured fon July 28, 2004) aind

U reumt Distriburors The Book Peopte’ Ptv Linuted (on November 12, 2004} It represents the difference berween the

cost of the acquisition and the fair value of the ner tangible assets acquired, as set our an the tables below This has buen

determined on a provisional basis

CPi

Fixed assezs

Stochs and work 1 progress

Debtors

Creditors falling due n less than one year
Bunk overdraft

Deterred taxanion

Cost of investment
Cnsh consideration
Loan note

Acquivnion (osts

Goodwll

POOK  ACCOUNTING EAJRC VAL Fally

YALUE POLICY ADJUSTMFNTE vaLLUE
ADJUSTMENTS

1400 1000 F500 {000

208 - {40} 16§

7,456 {4 266) {1 142) 2 048

2,470 (589) (256) 1,625

{1,113) . {312 (1,425

{5,027) {5,027)

B 4 4

5994 {4,835 (1,746} (2 607)

3821

1803

34y

3973

8.580

It 15 not possible to statc the profic afrer tax figures for this business prior ro acquisiion because we acquired only a part

of the whole business carred on by CPr and 1t was not possible to separately 1dentify the profies of the part of the

business that we acquired
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7

FEXED ASSETS (CONTINUED)
INTANGIBLE FIXED ASSETS
GOODWILL

ALURUM AND LIFETIME

Fixed assces

Stacks and work 1n progress

Debtors

Cash

Creditors falling due in less than one year

Short term deb talling duc 1n less than one year
Deferred raxanon

Minority interests

( ost of investment
Cash consideration

Acquisition <0sts

Goodwll

B0 “Al VUL Pty
YALUE  ADJUSTMINTS VA JE
{060 D tOt}
191 53] 93
1941 1322) 1,619
2 801 {(154) 2,647
304 304
(2,977} (61} (3,038)
(940) {9-H0)
- S 5
[264) 102 (162)
966 {+35) 528
1,839

187

2,026

1,498

Aurum and Lifeanme, combined, made a profir afrer tax ot £219 000 tor the year ended December 31 2003

and a protit afeer tax ot £258,600 in the period trem January 1, 2004 to the dates of acquisition

[he cash outflow in respect of the purchase of business / subsidiaries consists o the following

h Cost of Investment

Cash equivalents acqinred

Aurum and Lifettime combined Cost of investment
Cash equivalents acquued

Breferred considerauon in respect of prior penod acgquisitions

£000
5,973
5,027

2,026
€36

38

13 700

T ——
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At January t, 2004
toms repad

At December 31, 2004

8 FiXED ASSET INVESTMENTS

 COMPANY

INVES TMENTS IN GROUP UNDERTAKINGS

SHARM S
AT L OST POANS TG TAL
LOot LMD Funn
11,653 a4l 12,294
(836) (641) (1,477
10,817 - 10,617

the Company has the following prinupal trading subsidianes {* Directly held by The Quarto Group, inc, all of

which operatc i their ountry of ncorporation

NAME o ACE AND DATF ISSUFD AND FU LY PERCTNTACT  PLSINESS
OF NCORPORATION PAID SrAry CAPITAL 1Y)

Quarrto Publishing ple Fngland 100,000 shares of £1 each 100 Co-edinon
1 Apri, 1976 Pubhishing

Quarro Inc Delrware, USA 60 shares of no par value 100* Co-edition
[6 Ocrober, 1985 Publishing

Wostern Sereen and Sign tngland 1,500 shares ot £1 each 100" Publishing

Lumited 24 Novunber, 1961

au..,rto Magazines England 1,000 shaces of £1 each 100 Publishing

Limeed 20 Mav, 1986

Regent Publishing Heng Kong 1,000 shares of HKE10 each 75 Co-ediion

Services [1imited 23 Qctober, 1985 - Publishing

Apple Press Limued England 100 shares of £1 each 160 Pabzlishing
S June, 1984

Quirto Austraha Pry Lid - Austrahia 8 1tedeemable preference 100~ Publishing
14 September, 1981 shares ot AST cach and 103

ordinary shares of A$1 tach

AP Screcnprinters Lumred  England 1,060 shares of £1 each 100 Publishing
30 Septembey, 1980

RotoVision § A Switzerland 1,500 shares ot SF1500 each 100* Ce-edinien
18 July, 1977 Publiching

Rockport Publishers Inc Massachusetts, USA 4,000 shares of no par value 100 Co-tdition
4 December, 1985 Publishing

Bonk Sales tne Deltware, USA 85 shares of no par value 85 Publishing
13 Deeemba, 1972

Scafa-Tornabone Art Delaware, USA 1,210 shaes of no 100 Publishing

Publishing Co  Inc 29 June, 1987 par value

Walter Foster Delaware, USA 19,625 shares of 100 Publishing

Publishing, Inc 10 Februarv, 1988 US50 01 each -

Global Book Publishing Australia 1,000 shaies of 100™ Co-edinon

Pty Limiced 4 November, 1999 AS1 each Pubhishing

Creative Publishing Delaware, USA 100 shares of 100 Publsshing

mterpanonal, Ine 28 June, 2004 U850 01 each

Aurum Press Limated Lngland 382,502 shares of 80 Publishing
31 M, 1977 £1 (ach

[ fenme Distriburors Australia 100,004 shares of 75 Publishing

‘The Bock People’ 3 December, 1990 AS1 each

Pry 1imured

fitty
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GROUP

COMPANY

20044 1003 0 2004
S0 LODO LU0 £0nn
9 STQCKS AND WORK iN PROGRESS
Lmshed goods 14,222 11,948 - -
Work 1 progress 6,444 5,376 - -
Raw matenals 351 429 - -
L ¢ss Pavments on aceount (290) (30 -
20727 17,451 )
10 DEBTORS
Irade debtors 21497 18 3512 - -
Prepavmencs and accrued meome 1,844 1733 - -
Other debtors 725 402 - -
24,066 20 667 - -
i1 CASH AND DEPOSITS
Cash at bank 9,730 7,463 -
Short term deposits 2,848 5,027 -
12,578 12,490 ; ;
12 CREDITORS AMOUNTS FALLING DUE WITHIN ONE YEAR
Bank overdrafis 1.967 35 - -
Current toan instalments 134 144 - -
Hire purchase creditors 299 34% -
“Lotal borrowings 2,400 328 -
Trade cieditors 20,776 19019 -
Other cruditors incdnding taxation and soctal seeurity
Corporaton tax 1,150 754 - -
Duvidend payable 629 $83 629 383
Social securizy 529 437 - -
Other creditors 1,923 1,626 - -
Aciruals and deferred income 1,520 1336 - -
28,927 24,303 629 543
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GROUP COMPANY
204 2003 2004 2003
£004) L000 L1000 L0000
13 CREDITORS AMOUNTS FALLING DUE
AFTER MORE THAN ONE YEAR
Bank loans 36,035 28,423 -
Hire purchase Liabilities 654 426 - -
[ oan note 1,719 - - -
Total bonowings 38,408 29,349 -
Other creditors 210 239 - -
38,618 29,588 - -
lotal botrowings arc repayable as tollows
Bank loans and overdrates
In one vear or less, or on demand 2,101 179 - -
Berween one and two years 134 128 - -
Berween two and five years 35,364 27,638 - -
Over five years 537 637 - -
38,136 28 602 - -
Orher borrowings (hire purchase habihines and loan note}
In one yere o1 less, or on demand 299 349 - -
Beoween one and two years 1,152 291 - -
Berween two and tive years 1,221 635 - -
2,672 1,275 - -
lotal loans and other borrowings
In one vear or less, or on dunand 2,400 528 - -
Berwien ont and two vears 1,286 418 - -
Berween twe and five vears 36 589 28 29% - -
Orver five years 537 637 - -
40,808 29,877 - -

The above borrewings carry mterest ar commercial rawes ranging trom 1 3% to 6 1% Of the toral borrowings
£30,075,000 {2003 £22,342 000) was deneminated 1n US dollars, the remander being denonunated m & varcty of
curr ncies Bank loans include £1 208,000 (2003 £1,275,000} which 1s secured on a treehold property All othu bank
loans are unsecwied The loan note 15 U$$3,300,000 and 1t 1s converable into 1,074,288 shares of common stock

The Group has a US$60m {2003 USS45m) syndicated bank faciliry which expires on July 15 2007 and a f4m

frciliey which expires on June 10, 2007 These facilities are subject to theee prnincipal covenants, namely

fa) Total consolidated net indebredness shall nor exceed 3 33 cumes the consolidated operaung probhi before

deprecianion, goodwill amortizaton, exceptional wems and development costs (production costs ¢xcluding

prnung) charged to the profit and loss but not paid in «ash i the year [his measure amounted to

£15,194 000 mving 4 mavimum indebredness ot £50,596,000

() The consolidated operaung profir before exceptional wems and goodwill amortizaton shall excedd thiee

ames net interest payable For the vear ended December 31, 2004, ner interest pavable was 6 § nmes covered

under this covenant

{¢) The consohdated operanng profit before goodwall amortizanon shall exceed 1 5 times ner wnterest payable .

Tar the veir ended December 31, 2004, ner interest pavable was 6 5 umes covered under thus coven int f] fty

Lxvhange, wntesest and hqudity risk are discussed in the Chief Financial Officer’s Report on pages 26 o 27 three
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14 DERIVATIVE FINANCIAL INSTRUMENTS

FINANCING AND INTEREST RATE RISK

Group interest rate management policy aims to provide certainty 1n a proporuon of it's finanaing, 1ll Group loans
are ac floatng interest rites During the yetr the board renewed this position 1nd ook our an interest rare swap fo
convert US$30,000 000 1o a fixed interest cate

[he majonts of the Group’s loan borrowings are denorunared i Us Dollars
DERIVATIVE FINANCIAL INSTRUMENTS

During the year the Group took out an interest »ate swap to cover US$30,000,000 floaung interest rare exposures

The Group s policy 1s not to trade 1n derivatives bur to use these mstruments ro hedge anaicipated exposures

FINANCIAL INSTRUMENTS

I he objectives, policies and strategies applied by the Group with respeet to financial instruments are derermined at g
group level The prinupal finanaal snstrumenrs used by the Group o fnance s operations ate csh and lons

The sigrificant finanoal risks faced by the Group and the policies thac it applies are considered bulow Nao
vansacnons of a speculanive narure are undertaken Ovwer the pasr year the group has used an interest rate swap to
hedge 1ts exposure to tacerest rate fluctuanons  The Group has not used any fnancial instruments to hedge s
exposure to foreign currency fluctuations, 1lthough natural hedges limut the exposures to these risks | or the
purposes of this note, other than curreney disclosures, che onlv debtors and creduors included are bink and

sharcholder loans, i accordance with Finanaal Repornng Standaed 13, Dervanves tnd Qiha Linanaal Instuments

FOREIGN CURRENCY RISK

The Group has an internanonal business  {ts re~orting currency s pounds sterhng  However a significant
proportion ot trading income and expensces s denommated in US dollars The Group also operates to a lesser exent,
in + number of other currencies Within these US dollar transactions there s a matching, to some extent, of the cish
inflows and ourflows The majority of the Group's trading revenue 15 dernved in US dollars, although 1 sigmficine
umount of revenue 1§ also derived 1n other curiencies Significant costs including werest wosts on external
Boriowings, are alse hnked ro the US dollar and movements in the value of the Us dollar against pounds sierling

nnpact these costs 1o the Group a strong pound sterhng agaimst the US dollar reduis these costs 1o the Group

The US dollar/pounds sterlmg exchange rares ar the respecuve year end were as follows

Year end exchange rate (USS £)
[ecember 31 2004 192
December 31 2003 179

T he rable below summarises the Group's cxposs res that give rise to the net cocenes gains and losses recognised in
the profit and losy account  Such exposures comprise the monctary assets and halihoes of the Group thot are not

denominared 1n the funcuonal currency of the operation 1o which they relawe

UsS DOLLARS OTHER TOTAL

£600 (o 100

Total assers 1,261 1286 3,547
Toral labiliries 14,452} {3,219) (7,671)
Net habihities as at December 31, 2004 (2,191} {1,933} (4,124)
Tortal assets 2,515 Y63 3480
Total habihines {5.380) 2275 {7,655
Ner babidines as at December 31 2003 (2 863) 1310} 4 175)
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14 DERIVATIVE MNANCIAL INSTRUMENTS (CONFINUED)

INTEREST RATE RISK

The Quatto Group Ine, Annual Reporr 2004

The Gre ap’ histonical borrowmgs are analysed below berween fived rate and vanable rate loans

LS dollar borrowings

Other currency borrowings
As at December 31, 2004
US dollar borrowing

Other currency borrowings

As at 31 December 31, 2003

ST 2

AV RAGE INTRRFST

FIXE ) RATE VAR ABLE RATE RATE p{3 % EIXTY

TOTAL BORROWINGS BORPOWINGS PATE BORROWINCS
£004 L0450 L0000 "
30,075 17,344 12,731 449,
10,733 953 9,780 6 6%
40,808 18,297 22,511 45%
22,342 - 22,342 -
7,535 1,275 6,260 6 9%
29,877 1,275 28,602 6 9%

The variable rate borrowings bear interest by reference ro IIBOR plus 1 margin

FUNDING RISK

At December 31, 2004, und-awn boirowing fralimes totalled £3,322,000 {2003 £6,829,000)

As duseribed above, 1n the carrent vear the Group used interest rate swaps to hedge irs future cxposure, to mrerest rate fluctuatons

Changes in the fair value of these instruments are not recognised 1n che financial statements unul the hedged posinons marire

The variable rate interest rerms on the bank loans ue agieed on an arms length basis and, theretore, the fan value of those {oans
ipproximate to their book values  The fair value of the bank lezns chat are subject wo fined 1ate interest tevms 1s not conwideied to
be materially difterent from their book value on the basis that the period over which the interest terms are fined 1s relattvely short

and that the freod interest terms are agreed on an arms length basis

Lhe tar value of cash approaimates to 1ts book value due 1o 1ts immediaw avalabhn

In respect ot the interest rate swap, at December 31, 2004 chis had a book value of £ml and a fair value of £47,000 This gun 1s
expected to crvstallise after moie than one year Gains and losses on st aments wsed tor hedging are not recogused unul the

enposure that 1» being hedged 15 1tselt recogruised

AYERSCT T ME OVER
Wil a1 N Ted -8
T IS B FD
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15

GROUP

AMOUNT phDv DED

004 2003
L0000 Lago
DEFERRED TAXATION
Deterred tanation provided 1 the finanaial
statements 1s s follows
Fxuess of capial allowances over deprecianion - Uk 227 220
Other aming differences - UK {72) {158)
155 62
Qther tunung, diffeccnees - overseas - US 475 803
- othet 6 10
646 873

The Directors esumate that £305,000 would be payable in respect ot previous revaluations of freehold property it

the property was sold at the revalued amount

The movement on the proviston for deferred raxation 15 as follows

004 2003

£aog £000
Provision at January 1, 2004 875 1,235
Exchange difference (3m {69
Acquisttions (9 -
Credut to proftc and loss account (190) {291)
Provision ar December 31 2004 646 373

SHARE CAPITAL

Authorsed

2§ 000,000 {2003 28,000,000] shares of common stock of par value USSQ 10 each { ‘shares of common stock” )
with an aggregate nominal value of U582,800,000 (2003 1JS§2,800,000]

5,212,587 12003 5,212,587 8 75p (net) convertble cumulatuve redeemable shares of preferced stock of USSO 10
each ( ‘shares of preferred stock™) with an aggregate nomunal value of US5521.258 [2003 US§521,258]

2044 PR
oot Loon

Fquery share capital

\llotted, called up and fully pad

18,676 206 shares of common stock of par value USS0 10 each

2003 18,676,206] 1,063 1.063
Nan-cquuty share capital

Allotted, called up and fully pard

3,202 524 shares of preferred stock of US$0 10 each

12003 5,202,524) 278 278

1,341 1341
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At December 31, 2004, the following options over shares of common stock were outstanding under the
Company's Fxecutive Share Oprion Schemes

NUMBER OF SHAPES [DATE EXERCISABLE OPTION PRICE PFR SHARE
15,000 March 31, 2001 = March 30, 2008 L3 685
10,000 March 31, 200! ~ March 30, 2005 £0 685
23 000 I vbruary 22, 2003 - { ebruary 21, 2007 £1115
30,000 Februarv 22, 2003 - kebruary 21, 2010 £1115
22,500 March 29, 2004 = March 28, 2011 £0 825
11,000 Febrizary 15, 2005 - Februarv 14, 2009 £067
17,004 Februarv 5, 2005 - February 14, 2012 £0 67
11,100 February 26, 2005 - February 25, 2009 £Q 775
3,900 Februarv 26, 2005 - February 25, 2012 £0 775
33,000 February 14, 2006 - February 13, 2010 £0 83
53,000 lebruary 14, 2006 - Tebruary 13, 2013 £0 83
42,686 September 30, 2007 = September 29, 2011 £163
37,814 Septunber 30, 2007 = Seprember 29 2014 £163

The movemenc in aytstanding opnions trom December 31, 2003 comprises (a) new opuons granted on Seprember 30
2004, as deaufied 1bove (b) 4,000 shares exeraisable between February 14, 2006 and February 13, 201 5 lapsed and
() 1,700 shares exercisable between March 31, 2001 and March 30, 2008, 5,000 shares exerasable between March
31,2001 and March 30, 2005, 5000 shares exerasable between 1 ebruary 22, 2003 and [ebruary 21, 2007 and 15,000
shares excrasable burween Febiuary 22, 2003 and ebruary 21, 2010 were cxeransed

T he sharey of preferred stock are convernble mte shares of common stock on June 1, 1990 and annualbsy thereafter at 2
rate of 60 shaes of common stock for every 100 shates of preferred stock  The Company may at any ume puichase
shares of preterred stock in aceordance wath the nghts atraching 1o such shares The Company 15 abhiged to 1edeem all
outsttnding shares of preferted scock in 2005 at a price of £1 The holders ot the preferred stock are not encitled 10 voce
ar any meenng of shareholders unless their dividend pavment 1s more than six months overdue or the meenng 15 being
held o consider a resolution for liquidatzen, dissolution, winding up or the appointment of 4 recetver On hquedanon
dissolunion or other winding up the holders of the preforred stock are cnutled o be paid out of the avalable asscts of the
Company dhie sun of £1 per shire and the amount of Al acerued dividinds pavable i prionty 10 any payment being

made to the helders of commaon stock: There ate no speaal 1:ghts to dundends 1n tespect of holders of common stock

GROUP COMPANY

204 2003 20014 2003
£000 £000 £000 £000
TREASURY STOCK
At January 1, 2004 802 698 802 698
[ssued in vanstwtion of options exerased durtng che year {16) {6) (16) (6)
Purchase duning che vear - 110 - 110
At December 31, 2004 786 802 786 802

The Company purchased 750,000 (for £461,000) of 1s own shares of common stock during 1998 and 180,000,
50,000 and 100,000 of s own shares of prefunad stoch during 2001, 2002 and 2003 respuctively As 1 US
company, 1t s peomurted tohold these shares as treasury stodk, withour cancelling them and 1o reissue them
On Niarch 9, 2004 the Company 1ssued 15,000 shares of common stock in satisfaction of the exercise of

15 000 opuions a1 111 5p per share, on March 11 2004 the Company issued 1,000 shares of common stock n
sansfaction of the exerceee of 1,600 options ar 68 5p per share and on May 14, 2004 the company 1ssued

10 000 shares of common stock 1n sausfaction of the exercise of 5,000 aprions at 68 Sp per share and 5,000
opuons ar 111 5p per share
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I8 RESERVES

At beginming of the vea:

On shares issued dunng the year

Retained profit for the year

Mhfference on translanion of net assets

and profit and loss accounrs of non-UK compames

Transfers
At the end of yeu
Analysed as tollows

Profic and loss accoune
Gaoodwill previously written off o reserves

Ar beginnung ot year
On shares 1ssued durmg the year
1 oss for the vear

At the end of yeat

FINANCIAL COMMITMENTS

PA L IN SUZPI LS REVACUATIGN PROUST ANS Ol
RFCravF AT CUNT
2000 LO( LRV 3]
23,893 978 {19,758)
10 - -
- - 2736
- - 33

- {10)
23,903 968 (16,979
7735
(24 " 14
{16 979

PALD N SURPIL S PoLT DAND gy
LSENL SN 0 )

ryels} r,o0G

23,393 {12,721)

10 -

- {1549}

13903 14,27

At December 31, 2004, the Group had annual commuuments

to make payments under operating leases during
the newt year as follows {or leases expinng
Within onc yiar

Between twao and five years

Over five years

The tand and buildings leases are subject to rent reviews

LANE AN LAND AND
AL TINGS AFANTERY BUILDINGS OTHER
2004 2004 20013 2003
L0 1040 £000 £000
1s1 108 447 14
710 31 600 119

210 - -
1,081 139 1.047 133

Caputal commrments ar the end of the vear for which no provision had been made amounted w il

12003 £28,000]
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20 CONTINGENT COMMITMENTS AND LIABILITIES
The Group has an agreement to purchase the commeon stach trom the minoncv shareholder in Book Sales Ine, at hus
option, at che end of a five year period, which was October 1996 The purchase price shall be based on the
sharehalders vestment in Book Sales Inc, adyusted for subsequent earmungs At December 31, 2004, there was a
potuntrl labiliey, based on Book Sales Ines finanual starements, of approximarly US$2,213,000 No provision has
been made because the minonty sharcholder has not exeresed hus oprion At December 31, 2004 the minoruy interest
relating 1o Book Sales Incin the consoldated tinancial statements ot The Quarto Group, Inc was UsSE 776 000

The Guarto Group, Inc has issued guarantees 1 respect of £1,967,000 of overdrafts of subsidiaries

12002 £35,000] and bank loans of £36,16%,000 {2003 £28.,551,000] The Group has alsa issued guarantees in
respect of £953 000 of hire purchase creditors and a loan noce of subsidianes [2003 £1,275,000] There are other
contmpent habilipes, wnsing in the ordmary course of business, in respect of hugation, which the Directors believe

will not have a sigmificant effect on the hinancial position of the Group

20414 2003
21 NOTES ONTHE CONSOLIDATED CASH FLOW STATEMENT L0040 £000
RECONCILIATION OF OPERATING PROFAIT
TO NET CASH INFLOWS FROM OPERATING ACTIVITIES
Optrating profit 7,194 5,765
Dipreciation and amornsaton charge 1483 1,162
{Pron ) Loss on sale of fived assers (n 1
{Increasc) Decrease i stocks and work i progress (673) ([48)
Increase in credicors (1,713) 1214
{Increase) Decrease m debtors 215 {36)
Net cash inflow from operaung acoviues 6,503 7,965
OPENING CASH EXCHANGE CLOSING
BALANCE FLOWY DIFFERENCE BALANCE
£000 £000 £000 10060
ANALYSIS OF NET DEBT
Cash ar bank and in hand 7,463 2729 (462) 9730
Bank overdralts < 1 year 35 (1,932) - {1.967}
7,428 797 (462) 77613
L1P ¢raditors (1,275) 322 - {9353)
Current loan mstalments < | vuar {14 ) 10 - {134}
Bank loans > 1 year (27.276) {11,372) [.968 (36,680}
Mortgages (1 147} 73 - {1,074)
{29,542) {10,967) 1,968 (38,831}
Ltquid resources 5,027 (1927) {252) 2,848
Net Debs (17,387) {12.097) 1,254 {28,230)

22 RELATED PARTY FRANSACTIONS
Dusning the year R} Morler mameained a current account with the Group The debu balance on this account was
less than 45 000 chroughout the vear The balance ar the year end was £3,300 During the vear 1 F Orbach loaned
money to the Group and has earned an arm s lengrh return of 2 §% The roral amount of incerest earned during
the year was £4,000 (2003 £16,000) The balance outstanding at the beginning of the vear, which was also the fl ft
highest ymount outstanding was £327,000 and the balance ac the ve, r end w. s £94,000 - Y
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Historical cost five-year summary

GROUP

2000 2001 2002 2003 2
£000 L0040 L0OG L00U L0000
PROFIT AND LOSS ACCOUNT
[urnover 73,564 73,620 74,735 74623 79 8313
Operiung profic 5,573 49213 6 031 5765 7194
Net nterest (2,023) (1,733) (1,151) {§9) 11,169}
PROFIT ON QRDINARY ACTIVITIES
BEFORE TAXATION 3,550 3,190 4 830 4 873 6025
Laxation (314} (300} (497) (750} (1,337
PROFT ON ORDINARY ACTIVITIES
AFTER TAXATION 3,236 2,890 4,383 4,123 1,688
Vinonioy terests {413) (352) (343) (314} (403)
PROFIT FOR THE FINANCIAL YEAR 2.823 2,538 4,040 3,802 4,285
Dividends (1,262} (1,295) {1,379) {1,458) {1 549)
‘ RETAINED PROFIT 1,561 1,243 2,661 2,351 2736
\ EARNINGS PER SHARE
| Underlying 16 1p 18 8p 21 1p 22 3p 23 8p
|
! Basic 13 2p 1 7p 20 1p 18 9p 21 5p
DIVIDENDS PER SHARE 4 5p 4 73p 3 25p 575p 6 13p
BALANCE SHEET
bixed assers 7,342 7,662 9,251 12,246 21 987
Other net assets 18,721 20,026 16,425 13,229 17,410
26,063 27,688 25,676 25,478 39,397
NET BORROWINGS {22,998) (23 637) (19 783) {17,387) (28,230}
NET ASSETS 3,065 4,051 5,893 8,086 11,167
CASH FLOW
Net ¢nhinflow from operanng activites 6,409 5,746 8,396 7,963 6,303
‘ Return on mvesunent and serviang of finance {2,478} (2,786} {2 335 (1422 {18035}
; Taxanon (627) (348} {504) (371) [1062)
Capual expenditure and financial snvestment {430) {648) (599) {2 502) [982)
Acqusition and disposals {1,471) {544) (1,767) (179) {13 700)
{quity dividends paid (877) (807) {875) (969) (E077)
Orcher (2,610) {1,232) 1,538 {126} 1280
Movement 1n {debr) funds for vear {2,104} {639 3.854 2 396 (10,843
Ner debrt at beginning of vear {20,894) (22,998) (23,637) (19,783) (17,387)
1 Net debt at end of year {22 998) {21,637) {19,783) (17,387) {28,230}
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