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The Group has undergone many structural
changes and te help the understanding of cur
perfermance the following definitions have been
used throughout this report:

Pro forma results: Results as if the business as
constituted at Listing, with its associated new
funding arrangements, had existed frem the
beginning of the year. Except where stated the
Chief Executive’s Review and Finance Director's
Report refer to pro forma figures.

Adjusted operating profit: Operating profit
adjusted for amortisation of intangible assets
and ernployer taxes on optiens and share
related benefits.

Adjusted profit before tax: Profit before fax
adjusted for amertisation of intangible assets,
before profit on disposal of fixed asset investrnents,
and before employer taxes on options and share
related benefits.

Adjusted profit after tax: Praofit after tax adjusted
for amortisation of iniangible assets, befare
profit on disposal of fixed asset investments,
and before employer taxes on options and share
related benefits.

Undertying Profit: Operating profit excluding
losses from titles launched in the last two years
and losses on Internet activity [both referred to
as Investments).

Adjusted earnings per share: Eaminf?s per share
based on adjusted pro forma profit after tax.
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Introduction

The Future Network is one of the world’s leading
technology media companies. We publish

122 magazines, eight Internet networks and

over 30 individual websites from offices in Bath,
London, San Francisco, Paris, Milan, Munich

and Rotterdam. We have grown from a start-up

in 1985 to employ over 1,400 people in six countries
and to have a pro forma turnover of almost £200m.

Our success is based on our ability to identify
groups of people who share a passion and then
to launch high-quality specialist magazines and
websites targeting their interest. Our primary focus
is on technology-related areas such as computing,
the Internet, video games and consumer electronics,
as the fast pace of technological change opens up
opportunities for growth at every turn.

Since 1985 our strategy has been to grow
aggressively, initially in the UK, where we are now
the fourth largest magazine publisher, and latterly
by acquisitions in France, ltaly, Germany and the US.
We are also growing by entering new markets,
most notably with Business 2.0, the New Economy
magazine and website.
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Chairman’s Statement

H.om

Magazines sold per menth at year end

4.6m

Internet unigue visitors per month at year end

122

Magazine titles published

199

Pro forma sales (£)

22

Adjusted pro forma operating profit [F)

‘By far the biggest opportunities today are being
driven by the Internet and as a company we are
focused on the potential this offers our business.
The vast majority of our readers are already online
and the type of content we have been supplying

for years is perfectly suited to the net. Our real
excitement lies in the many new ways we can meet
the needs of consumers and advertisers where we
have already established a relationship.”
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Throughout the Group there is pride and delight in what has been

accomplished. Our business has never been in better shape.

The past year has seen The Future Network make the leap from a
collection of private companies to a single international enterprise.

One of the most exhilarating things about the past year is that
despite the changes currently impacting the video games sector,
Future has managed to continue its remarkable growth story. Itis
worth pondering why this has been possible. The answer should give
our employees, pariners and shareholders enormous confidence in
our prospects.

Future’s success is based on exposure to numerous, separate,
technology-driven markets.

This diversity certainly gives Future protection in the event of
volatility (and yes, many tech markets can be volatile). But the more
important point is that it gives us early exposure to the most exciting
media opportunities on the planet. When we see a new technology
creating passion, exciternent and growth then we get in there. Fast.

Of course, by far the biggest opportunities today are being driven
by the Internet and as a Group we are focused on the potential this
offers our business. It helps that the vast majority of our readers
are already online and that the type of content we have been
supplying for years is perfectly suited to the inherently specialist
nature of the net.

But our real excitement lies in the many new ways we can meet
the needs of consumers and advertisers where we have already
established a relationship. Through our innovative Internet business
model, we have been able during the year to extend dramatically our
reach and our commercial opportunities online.

Even more spectacular has been the success of our magazine
Business 2.0, devoted ta the new rules of business in the Internet
age. Its circulation and advertising growth are amongst the highest
achieved by any US publication in the tast decade. Result: a market
where Future had almost no exposure a year ago has become a
large and rapidly growing part of the business.

All of this gives us tremendous confidence that Future will
continue to deliver the kind of growth that has rmade our story so
compelling to date.

It rerains for me to thank our shareholders for believing in us;
our readers and advertisers for sharing our passion; and, most of all,
Future’s people worldwide for making it happen.

Here's to 2000.

Chris Anderson
Executive Chairman
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Group at a Glance
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Internet networks

8
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Chief Executive’s Strategic Review

When The Future Network floated in June 1999 we set out our vision
for the Group. It would become a truly global media enterprise. We
would reinforce cur position as a leading technology media company
with strong growth of our existing products. We would grow our core
business of specialist magazines by entering new markets and new
ternitories. And we would leverage our highly efficient Internet model
to create significant Internet properties at a very low cost.

| am delighted to say that we have taken great steps towards
delivering those aims this year. Here are some key highlights:

—Adjusted pro forma operating profits of £22.0m - up 6%%.
—Adjusted earnings per share up to 8.99p from 3.17p - up 184%.
—5ales increase from £160m to £199m - up 24%.

—Now operating wholly-owned businesses in six countries.

—Magazine copy sales reach 9.5 million a month by the end
of the year,

—Magazine adjusted pro forma operating profit £26.3rm - up 99%.

—lInternet properties attracting 4.6 million monthly unique visitors
and £1.7m in revenues.

—>Four major Internet Networks launched in 1999.

—>Business 2.0, the US "New Economy’ magazine and website,
exceeding all expectations.

This substantial progress has been achieved through rigorously and
creatively applying the successful strategy that we have built up over
many years. Our strategy is simple. We identify specialist audience
groups - sometimes small, always active — who share a common
passion and a thirst for information about their interest. Whether
audiences are interested in video games, business, technology,
football, or other subjects, we meet their needs by creating highly
targeted, high-quality media that share and reflect the passion of the
readers. Through this approach, we have built market-leading
positions in our chosen markets with good profitability.

Greg Ingham
Chief Executive

—
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These are dynamic, exciting times for media companies.

There are few givens any more and few restrictions on the potential
tc drive the business forward. The world is opening up rapidly -
and were determined to be a major global player.

Trading in 2000 has continued the trends seen towards the
end of 1999

Our Internet activities are developing at an exponential rate and
we anticipate considerable progress in this area in the coming year.
On the magazine side, our US business continues to perform
strongly, driven primarily by Business 2.0, but also by the PC-based
computing magazines. Planned launches in 2000 will further expand
our reach in this important market. In the UK and Europe we
continue to make good progress, and the roll out of Business Z.0will
enhance revenues from the non-computing sector. The transition in
the PlayStation market (see page 20) will initially lead to a lower level
of growth in the games sector in the coming year; however the
launch of PlayStation 2 in the second half of the year presents
significant opportunities that will, we believe, result in the
development of a larger overall market for PlayStation. Qur
non-computing titles will continue to grow, and their international
roll out will accelerate, especially with the US launches of 73and
Total Movie.

Exceptional growth apportunities exist across the business in
2000, whether born of technology or of geography or of dynamic new
specialisms. The network structure of Future means that a proven
success in magazines or on the Internet can be rotled out swiftly in
other territories, and with technology providing so many cormpelling
opportunities in our market, that network effect is dramatically
rnagnified. We will be increasing our Investment from £10.9m i
1999 to approximately £25m in 2000 for Internet development, US
magazine launches and the international roll out of Business 2.0.
We anticipate substantial revenue growth for the Group in the coming
year, although the increased Investrment means that there will be a
decline in headline adjusted operating profit. As always the goal is to
create continued growth in Underlying Profit and long-term value.

We are confident and excited about the opportunities for 2000
and beyond.

Growing...
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..by focusing on technology

The world is being revolutionised by new technologies. New
markets open up with extraordinary speed, and consumers need
advice and information on these new and fascinating subjects.

The developments in technology are therefore constantly creating
compelling opportunities for magazine and website publishing.
Throughout Future's history, we have successfully taken advantage
of the rapid growth of emerging technology to create new publishing
markets.

In these fast moving sectors, we create brands that can be
rapidly expanded into new niches as they arise. For exarmple,
Computer Arts is a magazine for computer graphics artists; as
new areas of computer graphics have developed with the progress
in PC technology, special editions have been created to cater for
them. These have focused on technologies such as desktop video
editing and three-dimensional graphics. The Computer Arts brand
has also been applied to websites and exhibitions, as well as being
published in France and ltaly. Its brand values have also been
transferred from computer graphics to the related area of
computer music-making with the launch of Cormputer Music.
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..by responding quickly to

opportunity

A key element in the success of Future in technelogy-related markets
is the ability to spot new opportunities as soon as they appear - and
then turn those opportunities into magazines and websites extremely
rapidly. By moving quickly, Future captures great market positions in
rapidly expanding areas.

Nowhere is this better seen than in the video garnes market.
For example, Sega launched its next generation Dreamcast console
and Internet terminal in October 1999. Future had three magazines
and their supporting websttes on sale as soon as the console hit
the streets; in the US and Germany, we worked directly with Sega to
produce an official title. In the UK, DC-UKiis an unofficial magazine.
Either way, Future ensured it was at the forefront of the new
developments, and well positioned to take advantage of the growth of
the emerging market. With so many new opportunities opening up
with the digital era, Future, with its history of successful technology
publishing, is uniquely well positioned to make the most of them.
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.0y extending into adjacent
markets

All our magazines’ and websites' readers have a real passion for
their subject. The keys to successful publishing in these specialist
areas are the same: understand the passion; deliver information,
entertainment and a community for the readers with a quality
product; and provide access to this valuable audience to commercial
partners. This is true of all specialist markets, online and in print.
We therefore constantly look to use the experience we have acquired
In our existing markets to expand our business into new areas.

For example, consumer electronics is an area closely allied to
computing, both in its subject matter and audience. So we launched
13, the first magazine to address the widespread enthustasm for
electronic hardware and gadgetry. It has been a huge success with
UK advertising revenues growing 126% year-on-year driving the
title’s operating profit growth of £0.4m. A German edition launched in
March 2000, and a US version is planned for later this year.




14&15

The Future Network plc Annual Report 1999
Chief Executive’s Strategic Review: Growing...

...by rolling out internationally

Once a title has been proved successful in one of our territories,
we take that success and duplicate it in the other countries. Much
of the current magazine product development comes from the UK
because its magazine market is uniquely conducive to testing new
launches, with its highly-developed distribution infrastructure and
relatively low costs. Sirnilarly our US business, based in Silicon Valley,
is the key developer of our Internet networks, many of which then
rmove across the Atlantic. We encourage the movement of ideas
and people between territories, ensuring that a good idea in one
is quickly shared by all.

This leads to the creation of global brands such as
PC Garner, which is published by Future in the UK, Germany,
the Netherlands and the US and as PC Jeux in France and
Giochi per Il Mio Computerin ltaly. The widespread recognition
of the brand makes further international roll-outs easier.
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..oy embracing the Internet

Our Internet strategy is simple: Specialise, Aggregate, Monetise.

We create narrow-but-deep sites that appeal to tightly defined
audiences, just as we do in print. Using our Affiliate Network

model, we aggregate content from a variety of third-party websites
around our ‘hub’ site, creating critical mass very cost efficiently. Then
we use the high volume, highly-targeted audience we have created to
offer promotional opportunities to advertisers and sales opportunities
to our e-commerce partners.

For example maximumpc.com was launched in October 1999
as a network for home PC enthusiasts. The hub site provides news
and reviews of the latest products, and help and advice on software
and hardware. We have signed up 14 affiliates to join the network,
along with our PC magazines; they provide content in return for a
revenue split of advertising. The hub site already has a readership
of over 200,000 unique users per month after just three months,
and the network as a whole generated 29.8 million advertising
impressions in January. And the entire site is promoted through
our print magazines, creating even more traffic. A UK version has
now been launched at maximumpc.co.uk and it will be launched
in matnland Europe in 2000.
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- Official UK PlayStation Magazine Future UK's biggest
selling title, Official Sony PlayStation Magazine has been
the leader in the UK computer garmes market for several
years. Future and Sony recently announced that our highly
successful working relationship would continue until at
least Decernber 2001.

The Future Network plc Annual Report 1999
Chief Executive’s Review

We started the year with operations in the UK and France and ended
It a truly global media business. In March we acquired a former
licensee in ltaly and set up new offices in Germany. In June we
acquired California-based Imagine Media, Inc. which became our
S operation, and have since added a business in Netherlands in
December. Because of the acquisitions through the year, all figures
given are pro forma for the Group at 31 December 1999 unless
otherwise stated.

We expanded our magazine portfolio during the year through new
title launches and by acquisitions and it now stands at 122 reqular
mMagazines across the Group. By the year end Future was recording
some 2.9 million copy sales per month, and annual revenues from
magazines were up 24% to £197m. One key contributor to this
growth was Business 2.0, the magazine of the New Economy, which
dramatically exceeded both copy sales and advertising revenue
forecasts, and is set for substantial further growth in 2000.

Our Internet activities made significant progress with the
continued roll out of our highty cost-efficient Affiliate Network
business model. Future now owns and operates eight web networks
in the US and UK, covering the games, PC, football and music
sectors. As we enter the year, we are already attracting 4.6 million
unique users each month to our various specialist web networks,
representing some 78 million ad impressions. Further network
launches are planned in existing and new territories for this year.

We anticipate substantially expanding the number of e-commerce
partnerships in place during 2000, details of which will be announced
in the coming months.

We believe that Future is particularly well positioned to benefit
from the myriad of opportunities offered by the Internet - the ultimate
narrow-but-deep medium. With many of our readers already online,
we have found an eager and enthusiastic audience for our specialist
media content and have started to develop some of the commercial
opportunities that the medium offers. Far from affecting magazine
sales, the Internet is increasingly aiding Future's portfolio - both in
terms of subject matter and as a promotional vehicle for copy sales
and subscriptions.

It is a consequence of Future’s rapid growth that the underlying
prefitability of the majonity of our business is obscured by the
Investrnents we have made to develop both our magazine and
Internet publishing activities. To assist the review of the progress
of our strategy in 1999, we have separated out our investment on
new and recently launched titles to give visibility to the underlying
profit of the Group. The details of this are given in the Finance
Director’'s Report on pages 32 and 33.
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Future’s markets Specialist magazines continue to grow as a
proportion of all magazine sales as consumers increasingly

demand greater relevance. Future was confirmed as the UK's largest
publisher of specialist monthly magazines in 1999 {as measured by
the ABCJ, and we believe that we are one of the fastest-growing
maijor publishers in the world.

The excitement and demand for consumer information generated
by the fast pace of technologicat change is epening up opportunities
for new magazines across a range of special interest areas, including
consumer electronics, home computing and the Internet itself. It has
also led to the most significant publishing devetopment for the Group
this year — the success in the US of Business 2.0, the magazine of
the New Economy. The pace of its growth has been extraordinary,
reflecting the need for informed analysis of how the Internet is
affecting business and creating new business models. Business 2.0
will becorne the Group’s single biggest revenue earner in 2000 and,
as well as doubling its frequency in the US, it will be launched in the
UK in the spring, and Germany and France this autumn.

Because of its size and the nature of the UK magazine market -
which is highly conducive to new launches - Future UK is the test
bed for many of Future's products, which, if successful, are then
introduced into other territories. 1999 saw the launch of a number
of new titles in the UK including Internet Advisor, Internet Investor,
Computer Music, What DVD, Mobile Computer User, DC-UK
and Flanet FC.

One of Future’s key market sectors is the video garmes rarket,
in particular the Sony PlayStation, and we were delighted to
announce in February 2000 that our relationship in the UK wath Sony
Computer Entertainment had been extended for a further two years
to the end of 2001.

The PlayStation market is evolving rapidly as PlayStation 2
launches in Japan ahead of a European and US launch in the
autumn. Annual sales of the PlayStation console stabilised in
1999 at 7.5 million units in Eurcpe after a number of years of strong
growth. PlayStation 2 is due to be launched in Europe in the autumn
and games industry commentators are expecting consumer interest
to be massive. Initial sales in Japan have been remarkable, with over
a million units sold in the first week: 10 times the first week sale of
PlayStation 1. We believe it will provide significant opportunities for
us, most particularly from 2001 onwards.

20821

> Total Film Tofal Fitm demonstrates Future's ability to
publish successfully outside of technalogy markets but in
demographically related areas. Total Film has grown
strongly since its launch three years ago and is now the
Ne. 2 film magazine in the UK. A US version featuring

a DVD covermount will be launched in 2000.
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& Glory Glory Man United Future acquired the licence

to produce official magazines for the Treble-winning club
worldwide in September. Glory Glory Man Utd is aimed at
kids, while Manchester United Magazine has an adult
audience. The titles, along with an official Chelsea magazine,
Total Football and the Internet network ufn.co.uk have made
Future the leading publisher of foothall magazines in the UK.
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United Kingdom Future’s UK business, the largest part of the
Group, has continued its historically strong progress. Total magazine
circulation reached 2.4 million per month and, through a combination
of new title launches and acquisitions, the total UK portfolio
increased from b6 to 75 regular titles.

Operating profit before amortisation of intangible assets grew
strongly by 42% to £18.2m. Computing titles grew 20% to £15.8m
and significantly nen-cormputing titles maved from a 1998 loss of
£0.4m to a profit of £3.4m, reflecting the development of the portfolio.
Considerable investrnent in new titles continued, Underlying Profits
being £2.8m higher than the operating resuit. The investment
amount was however reduced from 1998 reftecting the nature of the
launches, which were largely in the Computing sector rather than
the concentration on other specialist areas in 1998.

Future has foltowed a strategy of establishing strong
market-leading magazines, combining premium-priced products
with high value for money, and then expanding to dorinate
markets by launching and acquiring more focused magazines to
form a market portfolio. Our magazine copy sales market shares
have risen in the PlayStation sector (now at 62%!}, PC games [now
at 46%] and monthly home computing [now at 60%). The most
remarkable growth has come in the Internet magazine portfolio,
where copy sales rose 89% year-on-year.

As explained above, the relationship with Sony has prospered
during the year, and Future was pleased to be able to announce an
extension of the Official PlayStation Magazine contract into a seventh
year. Official PlayStation Magazine was named Specialist Magazine
of the Year in 1999 by the PPA, the magazine industry's trade body.

Future holds market-leading positions in a number of other
lucrative specialist areas, such as mountain biking, music making,
football and crafts. Future's consumer specialist group overall
progressed strongly in 1999, with Underlying Profits growth
second only to the growth achieved by our US business.

These non-computing titles are also augrmenting our international
expansion and several UK consumer specialist titles were published
by other parts of the Group. For exarple Computer Music was
taunched in France in May 1999, T3was launched in Germany in
February 2000 and will be launched in the US later in 2000 and
Total Film is also to be taunched as Total Moviein the US.

During the year we acquired the rights to publish the official
Manchester United and Chelsea Football Club magazines from
Zone Publishing and in January 2000 strengthened our position
in the home entertainment and music sectors with the purchase
of Hi-Fi Choice, Home Entertainment, Metal Harmmer and Classic
Rock magazines and websites from Dennis Publishing.
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United States With revenues up 6% and Underlying Profits up 263%,
Future's US operations had an exceptional year. Growth has come
across the games and home computing portfolio, with magazine
circulation increasing 26% over 1998 to 1.8 million per month by the
year end.

The most significant success in the US has been Business 2.0,
which has exceeded both copy sales and advertising targets. Total ad
page count in 1999 was 1,280 pages and the December issue was up
191% vear on year. The circulation base rose from 137,500 to 210,000
during the year and the magazine has won seven awards, including
the Folio Excellence Award. Business 2.0is gaining a reputation
as one of America’s most successful magazine launches of

recent years.

Significant further growth will come from Business 2.0in 2000, _ _ _
and this will be only in part due to the doubling of its frequency from =2 Business 20 Fulures owerwhelming success story
May. Its international reach is also set to grow, and plans are in With surging advertising revenyos and copy sales, the ¥
place for launching local editions in the UK, France and Germany magazine goes fortnightly In the US and rolls out in the
during 2000. UK, Germariy and France later this year.

Future currently publishes 12 magazine titles in the US and has
market leadership of the lucrative PC games market thanks to its
350,000-circulation title PC Gamer. Further growth came from a
strong debut for Official Dreamcast which recorded sales of 138,000
in Decernber 1999, just four months after the introduction of the
Dreamcast system. Maximum PC has progressed well and
its website, maximurnpe.corn, has becorme an independent
fast-growing Internet network for PC users with significant
international potential - it has already been launched in the UK.

In 2000, Future wilt continue its diversification for music in the
Internet age with new launches such as a music magazine entitled
Revolution, US versions of Future UK's film and technology titles
(Total Film and T3 and a new digital photography title called
DigitalFoto. Linking all these launches is an innovative publishing
approach applied to technology-energised sectors. For example,
Total Movie will come with a cover-mounted DVD containing fitm
clips and Revolution will feature a unique CD featuring audio tracks
and MP3 music files. Both magazines will be supported by Internet
activities and will continue the successful Future technique of
integrating media in a differentiated way.

A combination of Business 2.0's frequency change, portfolio
growth and major new launches will see significant revenue
growth in the US, though Underlying Profits will be offset by
the significant investments in expanding the portfolio.
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& Computer Music A key factor in Future’s growth is the
developing of synergies between markets and between
territories, Cormnputer Music bridges the gap between our
computing and music portfelics with stunning success.
Now it is published in France and licensed in Greece

and Spain, demonstrating its international petential
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France [t's been a good, but not remarkable, year for Future's
French business that was acquired in 1998. Underlying Profits are
ahead of where they were expected to be for the year, but are down
year-an-year due largely to the PlayStation effect, together with
additional competitive activity that was referred to in the Interim
Report. Total revenues were up 5% to £22m in 1999, and significantly
higher growth is anticipated during 2000. Future currently publishes
19 monthly magazine titles and 21 regular specials in France with a
total circulation of 477,500 per month.

looking forward, the publishing infrastructure is now in place to
accelerate growth in 2000. New launches are planned for the year,
in particular the autumn launch of Business 2.0. Others will include
Future Music, as our French business continues its diversification
from computing and games along the same lines that Future has
already achieved in both the UK and US.

Italy During 1999, Future has built on the acquisition in March of

Il Mio Castello, a former licensee of several Future magazines.
Revenues have grown well, by 13% to £16.6m, and operating profits
are up 52% to £3.8m. Future publishes 12 monthly magazines in ltaly
and a series of one-shots with a total monthly circulation of 481,400.
Due to the importance of the computer games sector within Future's
Italian portfolio, the effect of the transition from PlayStation 1 to
PlayStation 2 is likely to be more significant for this business than
other parts of the Group and some softness was experienced in

the last quarter of 1999.

The integration of the business into The Future Network is
progressing well and a new Chief Executive Officer was appointed at
the end of 1999 following the planned departure of the business’s
founder. The first half of 2000 is set to be a transitional period for
Future in Italy ahead of the planned new launches in the autumn.

Germany Future Verlag was a start-up business that commenced
operations in April 1999. The business was augmented in July by
the acquisition of the WEKA Group’s games magazine portfotio.
The business is at an early stage of development and will require
continued investment over the next few years. Revenues of £4.2m
were achieved for the last six months of 1999.

During the year Future Verlag secured the rights to publish the
official Sega Dreamcast magazine, which was launched in October
1999. Offizielle Dreamcast Magazin has done well with an extrernely
high market penetration, but lower than predicted hardware sales
have meant that financially it has not met expectations.

Growth in 2000 for Future Verlag will come from a number of
further launches as well as the effect of publishing the existing
titles for a whole year: Launches include 73, which debuted in
February, and, most significantly, plans are in place for the launch
of Business 2.0in the autumn.

Other territories Future continued its growth into other countries
during 1999. In December Future started operations in the
Netherlands, where we launched PC Gamerand Né4, and took
over the publishing of our Dutch-licensed title Future Music.
Other terntories are also being actively investigated.

In addition to wholly-owned operations, Future also licenses its
titles to other overseas publishers. Third-party licensing business
tn 1999 increased from 105 licences to 130 licences in a total of
30 countries.

Results for these activities are included within those for the UK.
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Internet Future's Internet activities are managed on a country by
country basis, however in order to give visibility to this important
aspect of our business, Internet activities have been separately

analysed aut for transparency. Internet L
Future is able to create Internet properties of substantial size at T 199 1998
o . . e £m . L USA-  'Ewrope Total Tolal. % change
very low cost. This is due to a combination of factors. Our existing — Y L AT
magazines and Internet publications give us access to many active Pro forma operating
Internet users for promotional purposes at an extremely low profidloss before - _
. .- amertisationof
marginal cost. Qur Affiliate Network model allows us to aggregate intangitle assets 26 1O B& (0A . -

content from third parties extremely efficiently. Further, we have
existing relationships with both advertisers and commercial partners
in our core markets. The combined effect is to give Future a low cost
per eyeball-hour, and this in turn gives us a healthy revenue to
expenditure ratio.

The main focus during 1999 was developing our Affiliate Network
rmodel ~ Future creates hub sites in its core markets, adds its own
magazine-related websites, and then partners with third parties
to create much targer, much more diverse, content-rich sites.
Future then sells the combined advertising inventory, pays
commission to the affiliates and creates additional revenue
opportunities by attracting e-commerce partners. The key advantage
to the model is that Future can aggregate many millions of eyebalts
at relatively low cost. It can also be replicated in different subject
areas and in different countries.

Future today operates some 35 revenue generating websites.
Additionally it has eight specialist web networks focusing on the video
games, PC, football and music sectors. The average number of
unique visitors to Future’s online publishing activities grew 358% in
the second half of 1999 and now stands at some 4.6 million unique
visitors per month, generating some 58.5 million page impressions
per month.

Total Internet revenues across the Group grew to £1.7m,
with fourth quarter revenue of £0.8m giving a run-rate of £3.2m.
Significant growth in Internet revenues is expected for 2000
as we develop the e-commerce potential of our web networks.

in October Future's US gaming network, dailyradar.com, signed
a significant long-term e-commerce and promotional deal with
US video games retailer Babbages. This e-commerce partnership
is already generating revenues and the dailyradar.com model
is being rolted out in the UK and mainland Europe in 2000.

The number of e-commerce partnerships in place will be
substantially expanded during 2000, details of which will be
announced in the coming rmonths.

These results for Internet trading exclude online revenues for
magazine products. We have had increasing success in building
subscription revenues online in the UK and US.

=> daityradar.com Future’s dominance of the video

games market in print is extended onto the Internet by the
comprehensive games news and reviews site dailyradar.com,
which was first taunched in the US and now is also produced
in Europe. Our e-commerce partnership with Babbages

in the US gives us a share of the revenues from games sold
through the site,




30&31

The Future Network plc Annual Report 1999
Directors

1 Chris Anderson (age 42] Executive Chairmant

Chris Anderson trained as a journalist werking variously for several newspapers,

radio programmes and magazines, and formed Future Publishing Limited in 1985.
Following the sale of Future Publishing Limited to Pearson in 1994, Chris Anderson
purchased GP Publications, which had been purchased by Future in 1993 and was
subsequently renamed Imagine Media, Inc. Chris Anderson joined the Board of Future
Publishing Holdings Limited as nen-executive Chairman following the management
huy-out from Pearson in April 1998. He was appointed as a Director of the Company on
11 May 1999. He is also a Director of, and significant shareholder in, Snowball.com, Inc.,
with which the Company has a commercial relationship.

2 Greg Ingham fage 39) Chief Executive

Greg Ingham began his publishing career as a journatist at Reed International plc in 1983.
He joined Future Publishing Limited in September 1988 as Publisher. He was appointed
Managing Director in January 1994 and, fellowing the management buy-cut from Pearson
in April 1998, was appointed Chief Executive of Future Publishing Holdings Limited. He was
appointed as a Director of the Company on 11 May 1999. He is married to Jane Ingham,
Managing Director of Future Pubtishing Limited and a Director of Future Publishing
Holdings Limited,

3 lan Linkins (age 46) Finance Director and Company Secretary

lan Linkins worked at Reed International plc for 17 years, leading the operational and
financial functions of several Reed companies. He joined Future Publishing Limited in
June 1991 as Finance Director and was appeinted Finance Director and Secretary of
Future Publishing Holdings Lirnited in April 1998 following the management buy-out from
Pearscn. He was appointed Director and Secretary of the Company on 11 May 1999.

4 Barbara Manfrey (age 44) non-executive+t

Barbara Manfrey jeined Apax Ventures as a Director in 1992. She has over 20 years'
experience in the venture capital industry, during which time she has specialised in media
investing. Prior to joining Apax Ventures, Barbara Manfrey was a Managing Director of
E.M. Warburg, Pincus and Co., Inc., where she co-founded and co-managed the firm’s
London operations. She was appointed a non-executive Director of Future Publishing
Holdings Limited in April 1998 following the management buy-out fram Pearson and a
non-executive Director of the Company on 11 May 1999.

5 Paul Fitzsimons [age 38) non-executive*

Paul Fitzsimons is a Director of Apax Ventures, where he specialises in the media sector.
He joined Apax Ventures in 1992 having previously worked at Arthur Andersen as a
Chartered Accountant. Paul Fitzsimons was appointed non-executive Director of Future
Publishing Holdings Limited in April 1998 following the management buy-out from
Pearson and a non-executive Director of the Company on 11 May 1999.

4 Brendan Clouston {age 46] non-executive*+t

Brendan Clouston has recently settled in London where he manages private investrments
and is involved in charitable activities and educational trusts. He retired from
Tele-Communications Inc [TCI) in February 1998, where he served as Executive Vice
President and Chief Operating Officer responsible for domestic analogue and digital video
services, satellite and telephone investments and the internet services division. TCl was
recently acquired by AT&T. He serves on the hoard of trustees of the lvy Business Scheol in
London, Ontario where he obtained his MBA in 1979. He was appointed Director of the
Company on 4 June 1999.

7 Roger Parry [age 46) non-executive*+t

Roger Parry is Chief Executive of Clear Channel International, the non-US operations of
Clear Channel Communications Inc, a global media company listed on the New Yorlk Stock
Exchange with 625 radio stations, 21 television stations and approximately 300,000 outdoor
advertising displays in 24 countries worldwide. Rager Parry was formerly Chief Executive
of More Group plc, the leading European outdoor advertising company, which was acquired
by Clear Channel in June 1998, Previcusly he was one of the management team which
restructured Aegis plc. He spent time with McKinsey, the international consukting firm,
and before that was a journalist with BBC TV and radio. He is alsc a non-executive
Director of Gold Rose Communications plc and Johnston Press plc, and a trustee of the
International Shakespeare Globe Theatre. He was appointed Director of the Company on

4 June 1999.

*Member of the Audit Committee
+Mermnber of the Remuneration Committee
‘+Member of the Nomination Committee
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What has become The Future Network plc began in 1999 as Future Publishing Holdings Limited - the combined UK and French business financed
by venture capital - and was significantly debt leveraged. During the year Future has been transformed in both size and scope by the acquisition of
businesses in Iltaly, the US and Germany, and in capital structure with the issue of new shares in connection with the US acquisition and the London
Stock Exchange Listing,

Our traditional core business of computer and video games magazines has always been weighted towards the second half of the year because of the holiday
season. This second half weighting in Adjusted cperating profit terms has been significantly larger this year because the business, especially in the US, has
been growing so strongly overall.

Revenue has grown £38.4m (24%)] but the strongest trend has been the growth in the US and this is expected to continue in 2000. US magazines now
account far 28% of total revenue, up from 22% in 1998,

Revenues in the second half were 56% of the full year [1998: 56%)] and were 25% up on 1998. The effect on profits is even more marked; Adjusted operating
profit for the secand half was 80% of the full year (1998: 56%)] up 144% on 1998. The US business has progressed from investment into strong profit during
the year, outweighing the additional amounts invested in the Internet and in building our business in Germany.

Our business has a high proportion of revenues derived from copy sales, with advertising being primarily from endemic rather than brand advertising.
In 1999 33% of our revenue is from advertising, up from 28% in 1998, as the US part of our business, which is more advertising based, has become a larger
propartion of the whole.

Adjusted pro forma cperating profit before amortisation of intangible assets has grown £9.0m [69%]. The Group's leadership of its core markets in
computing and videogames has historically driven its growth and continues to do so - in 1999 on an international scale. Adjusted pro forma operating
profit before amortisation of intangible assets in this sector has grown 23% on revenues up 16%.

In addition there is very clear progress in the other special interest markets we serve. In the UK these markets are now strongly profitable, and it is these
magazines that are now being launched elsewhere in the Group, primarily in 2000 in the US. Business 2.0'1s now profitable in the US and will launch in
Europe in 2000.
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Underlying profitability For two principal reasons we manage Future on the key metric of Underlying Profit - and we encourage investors to judge us on
this basis.

The first relates to our structure. Future’s business is in reality a portfolio of over 130 businesses - magazines and Internet networks that operate financiatly
on their own separate revenues and profit streams. Our objective is to grow the core of profitable titles - the Underlying Profit.

The sacond relates to growth. Future’s fast growth is driven by our ability to successfully invest in new projects. These investments - often small, sometimes
substantial - are targeted at areas where we see the potential for future profitahility. We operate in high growth markets and invest now for future
Underlying Profit.

The Group's headline operating profit is net of the Investrent in launches, and in the short term obscures the view of the progress made, being as much
a factor of the scale of opportunity as the core performance of the Group. The real measure of our Group is, we believe, a combination of the growing
core profit stream delivered by the profitable businesses together with a judgerment on our ability to invest wisely in new projects.

We have adopted a definition that we beliave achieves a clear and fair measure for Underlying Profit - we exctude any titles less than two years from their

launch in which we are still Investing. Magazines therefore have a maximurn of two years as Investments, before their costs impact our Underlying Profit,
a short period in magazine terms, particularly for US titles. It is a measure that we will continue to apply in reporting our results. As a result:

Underlying Undertying Investment  Investment Total Total
1999 1998 1999 1998 1999 1998
£000 £°000 Growth £°000 £000 £'000 £000

Magazines
UK 20,975 16,383 28% (1,751 {3574} 19,224 12,809
us 4,855 1,868 267% [3,304) {7,056} 3,551 (5,188)
France 3,136 3,900 (20%] (1,272] (871 1,864 3,029
Italy 4,026 3590 12% (223) {1,045) 3,803 2,545
Germany (1,368} - - (755) - [2,123) -
Magazine operating profit 33,624 25,741 31% (7,305) (12,546 26,319 13,195
Internet - - - (3,563) (173] {3,563) 173)
Central operating costs (718) - - - - (718) -
Total 32,906 25,741 28% {10,868] {12,719 22,038 13,022

This approach gives greater clarity to the development of the UK and US businesses and the pressures in mainland Eurape. it also shows that our
recent launch activity, though similar in volume to last year [25 titles as against 24 in 1998), tended to be in areas requiring lower Investment, The 1998
Investrnent in the US was driven by the launch of Business 2.0 and in the UK by launches outside computing markets. By 1999 these were feeding the
growth in Underlying Profit.

The pro forma loss before tax of £12.8m in 1998 has been turned into a pro forma profit before tax of £3.9m for 1999, due both to operating and one-off
factors described in more detail below. We have therefore shown an Adjusted pro forma prefit after tax to eliminate the one off items which shows almost a
threefold improvement from £4.3m Adjusted profit after tax in 1998 to £12.4m Adjusted profit after tax in 1999. Adjusted basic and diluted earnings per share
have impreved from 3.17 pence to 8.99 pence.

Factors affecting the results The following items, including one-off or non-cperating costs, have been eliminated in arriving at the Adjusted pre forma profit
shown In the Group Activity Analysis below.

« As the Group has been brought together by acquisition, the batance sheet contains significant geodwill requiring a significant amortisation charge in the
profit and loss account amounting ta £24.8m on a pro forma basis for 1999 [1998: £23.2m]. This charge has no impact on cash flow and management
focus, and most of our analysis is of the pre-amortisation figures. An elerment of subjectivity is involved in setting asset lives of acquired businesses, and
these have been decided on a case-by-case basis. Established magazine businesses such as those owned in Europe have been estimated to have a life
of 20 years. Those which were not profitable at the time of acquisition, such as Imagine, or required investment to have a tong term future, such as those
acquired in Germany, have an estimated life of 10 years.

* We have made a charge of £1.4m in the pro ferma profit and loss account in 1999 (1998: £nil) for the employer taxes cn option and share related benefits
generated by the rise in market value of shares compared with the exercise price in line with the new accounting standard FRS12: Provisicns, contingent
liabilities and contingent assets. The provision is driven in the short term by market events rather than trading, and is based on the year end share price.
The actual cost incurred will depend on the share price at the time options are exercised, the number of options which vest on the basis of performance
criteria and the murnber which \apse due to option holders leaving our employment.

At the time of acouisition by the Group, Imagine held shares in America Online tnc, that company having previously acquired a company in which Imagine
had held an investment. The Group sold 0% of its holding in September 1999 generating a pro forma gain of £10.9m.
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Dynamics of the business The most significant risks for the business, shouid the strategy not be successful, are assessed by management to be:

¢ The Group operates primarily in high growth and competitive market sectors, and has historically generated its growth as a result of launching new
titles, both te reflect development of existing markets but also to enter new markets, launches carrying a higher risk of failure than established titles.
An expanded opportunity now exists to launch titles which are successful in one territory elsewhere within the Group and this will require increased
investrnent in the short term. Prime examples of this strategy are seen in the launch of Business 2.0in the UK, France, and Germany, following its
success in the US and the launch of the UK title T3in Germany and the US.

* The Group has specialised in the fast developing computer entertainment market which has been subject to cycles associated with new hargware
launches, and will be affected by the develcpment of Internet-based products. These gaming markets are now in a transitional period and the Group
is seeking to build on its current success in the new hardware environment, Past trends indicate that each successive phase of development has been
bigger than the previous one.

Investments Principally through its Imagine subsidiary in the US, the Group has made trade investments, or [prior to acquisition) spun-out activities into
separate companies, with a view to maximising their value. At the balance sheet date fixed asset investments were held at a cost of £2.4m (1998: £nil).

In addition a gain of £10.9m has been made an the sale of a shareholding in America Online inc as described above. The remaining investrment is held
as a current asset and amounted to £1.0m at 31 December 1999 [1998: £nil).

Financing In order to protect the Group from unexpected interest rate fluctuations, £27m of the floating Sterling term debt is the subject of swap contracts
effectively fixing the interest rate at 7.15%. The Group dees not trade in such instruments independently of the operational requirements of the business.
The Group has considered its hedging requirements and concluded that currently it does not need to be hedged against exchange rate fluctuations

as trading inflows, trading and interest costs are broadly aligned within the UK, US, and Furo currency areas. Further details are given in note 22 to

the accounts.

Acquisitions The Cornpany has made substantial acquisitions in connection with the establishment of its activities in taly and the US; these are detailed in
note 28 to the accounts.

Established businesses have been augmented by supplementary acquisitions in the second half of the year:

* The start-up business established in Germany in March 1999 was augrnented by the purchase of computer games titles from WEKA Firmengruppe on
1 July 1999. These titles have required further investment since acquisition to improve their market position.

* Late in 1999, Future acguired three football magazines from Zone Publishing, including the licence to publish Official Manchester United Magazine.
Due to the timing and additional promotional spend on the magazines, they did not contribute significantly to 199%'s profits. Future alse acquired
four technology and music magazines and websites from Dennis Publishing in January 2000, and is actively seeking other opportunities.

Cash The Group has undergone significant change to its balance sheet in 1999, with the proceeds from the Listing [£135m net of expenses) being used
to reduce the level of corporate debt, which had originally been established at the ime of the leveraged buyout of the UK and French companies,

On Listing the Group obtained a £100m secured debt facility of which £42.5m is drawn down, the balance being available fer a mixture of acquisition and
werking capital needs, subject to a range of covenants. Further details, including the undrawn availakle committed facilities, are provided in note 22 to
the accounts. In addition the Group has cash of £18.9m available primarily as a result of trading cash flow and the sale of America Online Inc stock in
September 1999. The business has a relatively low working capital 2nd capital expenditure requirement and as a result is cash generative even in a period
of significant growth.

The reduced debt level following the Listing has significantly reduced interest costs but this can only be partially seen in the actua! interest charge reduction
because the significant indebtedness was first established in April 1998, and the new corporate debt was only established at Listing in June 1999.

Dividend As was indicated at fiotation, in view of the scope for profitable development of the business and the need to fund development spend from cash
flows no dividend payment is proposed.

Earnings per share Pro forma basic and diluted loss per share has improved from [13.83 pencel in 1998 to [2.11 pencel in 1999 due to a number of
factors as discussed in the section on factors affecting results. Adjusted basic earnings per share have improved from 3.17 pence to 8.99 pence, and
from 2.88 pence to 8.22 pence on a diluted basis in 1998 to 1999 respectively.

Taxation The pro forma profit before tax, after eliminating goodwill arising on consolidation, was £25.5m [1998: £8.7m} providing an effective tax rate of
26.8% (1998: 49.7%).

The pro forma tax charge after eliminating goodwill arising on consolidation was lower than the standard UK corporation tax rate of 30.25% due primarily to
the deductibility of costs in respect of share opticns, and the availability of tax losses in lmagine to offset its pre-acquisition profits, including the substantial
gain on fixed asset investments amounting to £10.9m in pro forma profits. This was partially offset by non-utilisation of tax losses in Germany and by higher
rates of tax payable in jurisdictions other than the United Kingdom.
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The Directors of The Future Network plc ['the Company’) present their Report tegether with the sudited financial statements for the period 22 April 1999 to

31 December 1999. The Company was incorporated in Engtand on 22 April 1999 under the Companies Act 1985 as a private company limited by shares with
the name Arenabeam Limited. On 21 May 1999 the name of the Company was changed to The Future Network Limited, and on 14 June 1999 the Company
was reregistered as a public limited company.

Flotation On 11 June 1999 the Company acquired Future Publishing Holdings Limited [Future Publishing Holdings] and its subsidiaries in exchange for
shares in the Cormpany. Details are set out in note 23 to the accounts. On 18 June 1999, the Company issued Listing Particulars which contained details of
an offer of shares in the Company. On 25 June 1999 136,643,881 shares were unconditicnally admitted to the Official List of the London Stock Exchange of
which 38,000,000 were newly issued fully paid and a further 33,863,147 in total were issued or made available for issue in connection with the simultanecus
acquisition of Imagine, the Company’s US subsidiary.

Business review, activities and future developments The Group is a leading publisher of video game, home computing and other specialist consumer
magazines and Internet websites in the UK, Continental Eurcpe and the US. The Group’s principal subsidiaries are Future Publishing Limited (Future
Publishing’] in the UK, Edicorp Publications SA [‘Edicorp’] in France, Imagine Media, Inc. [Imagine] in the US, Il Mic Castello Editore SpA (It Mio'l in
{taly and Future Verlag GmbH ['Future Verlag'] in Germany. Further details of these operations and the Directors’ plans for development and growth are
included in the Chief Executive’s Review on pages 19 to 29 and the Finance Director's Repert on pages 32 to 35.

Financial results Group loss befare tax for the year was £3,135,000 (1998: loss £3,721,000]. After deducting taxation of £3,530,000 (1998: £1,000,000), the
retained loss for the financial year amounted to £6,665,000 [1998: £4,721,000] which hag been transferred to reserves,

Details of results on a pro forma basis are included in the Pro Forma Group Profit and Loss Account on page 45 and are discussed in the Chief Executive’s
Review and Finance Director's Report on pages 19 to 35,

No dividends are recommended for payrnent.

Policy on payment to suppliers The Company is a holding company and as at 31 December 1999 had no trade crediters. [t1s the Company's policy that
payment is made in accordance with suppliers agreed terms provided that suppliers perform in accordance with those agreed terms and in accordance with
its contractual and other legal obligations. It typically pays suppliers between 30 and 43 days.

Acquisitions During the year the Group made a number of acquisiticns and investrnents for a total consideration of £179,411,000. Details of these
transactions are-set out in ncte 28 to the accounts. An acquisition made subseguent to the year end is described in note 32.

Directors The Directors of the Cornpany for the peried from 22 Aprit 1999 to 11 May 1999 were Instant Companies Limited and Swift Incorporations Limited.

The Board of Directors at the date of this Report comprises seven Directors: three Executive Directors and four non-executive Directors. The names of the
Directors together with their dates of appointrnent and brief biographical details are set out on pages 30 and 31.

All of the Diractors, having been appcinted during 1999 and their appaintment not having been approved by the sharehotders of the Company in General
Meeting, will retire at the Annual General Meeting in accordance with the Articles of Association and, being eligible, offer themselves for reappointrrent.

The Board's repert on Directors’ remuneration is set out on pages 37 to 40 and includes details of Directors’ share options on page 39, and pension
arrangements and their interests in shares of the Company and Group companies are set cut on page 40. The Company's Register of Directors’ Interasts,
which is open to inspection at the Company's registered office, contains full details of Directors shareholdings and opticns to subscribe for shares, Certain
detalls of Directors’ interests are also included in note 31 to the accounts.

Corporate governance The Board's report on Cerporate Governance, including the Directors’ statement on responsibilities for the preparation of financiat
statements is set cut on pages 41 and 42.

Employee involvement During the year the Group has maintained and developed arrangements aimed at systematically providing employees with
information on matters of concern to them as employees, consulting them or their representatives on a regular basis, so that their views may be taken intc
account in making decisions which are likely to affect their interests. We encourage employee involvement in the Group, and believe that achieving a
common awareness cn the part of all employees of the financial and economic factors affecting the performance of their employing Company plays a major
role in maintzining the success of the Group. This has been achieved by metheds such as the issue and distribution of regular Company magazires and
newsletters, and by regular meetings between managers and employee representatives. In addition, the Board believes that the inclusion of all employees in
the Group’s share option schemes are an important part of ensuring that all employees feel included as integral parts of the Group and remain fully
committed te its continuing success.
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Equal opportunities The Group is an equal opportunities employer and recruits on the basis of merit, not of race or gender: In addition, the Group's policy
is to give full and fair consideration to applications for employment from disabled persons, having regard to their particular aptitudes and abilities. It is the
Group's objective to make appropriate arrangements for the continuing employment and training, career development and promotion of disabled persons
employed by the Group. If an employee becomes disabled, the Group’s objective is the continued provision of suitable employment, either in the same oran
alternative position, with appropriate training being given if necessary.

Year 2000 and introduction of the Euro The Group undertook a range of measures to avoid disruption of the business due to the Year 2000 issue. In the
main, these constituted a study to ensure compliance in internal systems and some acceleration in 1T investment in areas of non-compliance. As this
investrnent was primarily directed at additional functionality rather than “ear 2000° compliance, it is not passible to isclate an amount spent solely on
obtaining “Year 2000° compliance. The Group has to date not experienced any disruption to its operations as a result of the date change.

The Group has operations in countries involved in the transition to trading in Euros. Currently the Group continues to dencminate transactions in their local
national currencies. However we are preparing to account in Euros, and do not anticipate that the change will invelve significant costs or have any significant
cperational impact.

Charitabte and political contributions During the year the Group has made charitable contributiens amounting to £11,000 [1998: £5,000). No political
contributions were made.

Employee share schemes The Company has a policy of wide participation in employee share schemes.

Prior to Listing, the Group operated The Future Publishing Haldings Limited Unapproved Share Option Plan established on 24 July 1998. No further grants
have been made under this scheme since Listing and no further aptions will be granted under this plan.

Since Listing the Group has established a range of share option plans which are detailed in note 24 to the accounts. The principal schemes are

The Future Network plc 1999 Senior Management Share Option Scheme details of which are included on pages 39 and 40 in the Remunerstion Report,
and The Future Network plc 1999 International Share Option Scheme.

Share and other interests The interests of the Directors during the period according to the register maintained under Secticn 325 of the Companies Act
1985 (as amended} are set out on page 40.

The Company has received notification of interests in the issued ordinary share capital of the Company in accordance with Section 198 of the Cornpanies
Act 1985 {as amended). At 10 March 2000 the interests notified amounting to 3% or more of the ordinary share capital of the Company is set out in the
following table:

Percentage

Mumber of issued

Member of shares  share capital
C Anderson 37,895,658 268
Apax Partners and Co Ventures Heldings Limited 17,212,762 123
Apax Scotland VI L.P. 5,028,319 3.6
G Ingham 4,956,933 35

Post balance sheet events Details of post balance sheet events are set out in note 32 to the accounts,
Annual General Meeting The Company’s first Annual General Meeting will be held on Wednesday 21 June 2000.

Auditors PricewaterhouseCoopers were appointed by the Directors as auditors of the Company on 11 May 1999. PricewaterhouseCoopers have expressed
their willingness to continue in office as auditors and their reappointment will be propesed at the Annual General Meeting,

Approved by order of the Board

e

lan Linkins Company Secretary
20 March 2000
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Remuneration Committee The Remuneration Cormmittee was established on 4 June 1999 and on that date the three non-executive Directors, Roger Parry
[Chairman of the Committeel, Brendan Clouston and Barbara Manfrey were appointed as members of the Committee. They have remained in office
throughout the remainder of the year. The Executive Chairman of the Company attends meetings by invitaticn of the Committee.

Whilst Barbara Mzanfrey is not considered to be an independent non-executive Director, the Board regards her as independent for the purposes for which
the Remuneration Committee is established and as someone who can provide continuity from the pre-Listing period of the Group’s life.

The Committee is responsible for determining the annual salaries, incentive arrangements, service contracts and all other terms and conditions of
emplayment of the Executive Directors, and the performance and development of its senior management. The Committes also provides advice to the
Executives on significant policies affecting the remuneration of senior management below the Beoard level. The Committee has access to advice from
external consultants as it considers necessary. As the Company is in Tts first year of trading as a Listed company, it has sought the advice of Towers Perrin,
remuneration consuttants, in assisting the Committee in determining the practices and levets of remuneration of such companies of simitar size for the
farthcoming year. The Committee is also respensible for approving the terms of share incentive arrangements for all senior management and employees
across the Group.

Compliance with the Combined Code The Board has applied the 'Principles of Good Governance’ contained in the Combined Code [the Code'} issued by the
‘Committee cn Corporate Governance’ as they relate to Directors remuneration, in the manner described below. In relation to the Company's performance
related remuneration policy, the Remuneration Cornmittee has followed Schedule A of the Combined Code, and, in retation to disclosures of Directors’
remuneration, the Committee has complied with Schedule B of the Combined Cede, issued in June 1998, appended to the Listing Rules of the London Stock
Exchange. Any non-compliance with specific provisions is explained in this Report.

In preparing this report, the Board has followed the provisions in Schedule B of the Cede.

Policy on remuneration of Executive Directors
fil Company's policy
In determining the Company’s policy on Executive Directors’ remuneration, the Committee has regard to the follewing objectives:

(al Remuneration packages offered to Executive Directors are designed to be competitive, being comparable with packages available within other groups
operating in similar markets and on a similar scale, including competitors.

[b] Remuneration packages, inctuding long term incentive plans, are fixed for individual Directors so as to attract, retain and motivate Executives of the
highest calibre, and at the same time optimise interests of shareholders.

[¢] The policy also has regard to the Group's history as a privately owned group in which the Executive Directors held significant shareholdings in the now
Listed Company, and of packages within the Group, and taking account of recent acquisitions in markets which are different outside the United Kingdom.

[d] Annual rewards and long term incentives include a significant element of performance-related remuneration, which align with the Group’s achisvement
of its results, and individual Directers’ contributions.

{ii} Basic salary

In assessing the level of basic salary for each Executive Director, account is taken of the pay practices of such other companies as the Committee and

its external compensation consultants consider appropriate, the responsibilities of each Director, and pay awards elsewhere in the Group, Salaries are
reviewed annually by the Rermuneration Committee.

fiiil Annual performance related bonus and underlying performance of the business

A four year annual bonus plan has been set for each Executive Directer individually, but on common performance targets based on both revenue and prefit
growth. The revenue related part of the bonuses only becomes payable where the profit element has been achieved. Adjustment is made te reflect the
impact on a year's results caused by acquisitions or disposals and for variation in the level of Investment spending. The plans extend for one four year period
cemmencing on the date of flotation of the Company on 25 June 1999, The Remuneration Cornmittee intends that the targets against which the payrment

of performance bonuses wilt be assessed should be demanding, and reflect the Company's stated strategy to increase the profitability of its underlying
business, while investing significantly for growth. As performance bonuses are based on revenue and profit growth there are no maximum levels for
bonuses. 50% of the calculated annual bonus will be payahle each year, and the remainder will be paid at the end of the four year period. The deferred
element is forfeited if the Executive Director leaves the Company within the four year period.

{tv] Long term incentive plans and interests of shareholders

At flotation, under the Senior Management Share Option Scheme, share options, approved by the Remuneration Committee, were awarded at the
rnarket price at the date of grant to each Executive Director equal in value to four times basic salary. The options vest based on performance criteria set
by the Remunerztion Cornmittee. The criteria is set with reference to the increase in shareholder return relative to a comparater group of companies in
the media industry chosen by the Remuneration Committee.

The deferred elernent of the annual performance related bonus referred to above is considered to be a long term incentive plan.

vl Pensions
Post-retirement benefits, which cemprise only pensions, are based on contributions paid under a Group Personal Pension Plan. The only element of
remunaration which is pensicnable is basic salary, excluding all bonuses and benefits in kind,

Details of the key elements of current salary levels, annual performance related bonuses and pensions are given on page 38. Details of the Company’s share
optien schemes for each Executive Director are given on page 39. Directors’ share interests are given on page 40.

Policy on non-executive Directors’ remuneration

{il Remuneration of non-executive Directors

The remuneration of the non-executive Directers is determined by the Board as a whole. The non-executive Directors do not take part in discussions on
their remuneration. Non-executive Directers do not have share options, nor participate in any share or incentive scheme nor any pensicn arrangements with
the Cermpany.

{ii} Interests in shares

At flotation non-sxecutive Directors were permitted to buy shares in the Company at the admission price. Details of non-executive Direciors’ interests in
shares in the Company are given on page 40.
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Policy on service contracts

{il Service contracts of Executive Directors

Greg Ingham and lan Linkins have service contracts with the Company, which are terminable on one year's notice. Cormpensation for early termination

is limited to one year's basic salary and benefits. Chris Anderson has a letter of appointment with the Company and a service agreement with Imagine
Media, Inc. The notice period to be given by either party to terminate the letter of appointment is one year: The Company and Imagine Media Inc (in relation
to Chris Anderson] are entitled at their respective discreticn to terminate the employrnent of the Executive Directers with immediate effect by paying salary
in liew.

{ii} Service contracts of non-executive Directors

Non-executive Directors do not have service contracts with the Company. It is the policy of the Company not to appoint non-executive Directors for specified
terms, so that they can be removed by shareholders at any time without a claim for compensation. This diverges from the Combined Code that provides that
non-executive Directors should be appointed for specified terms, Non-executive Directors will stand for election every three years, and their initial terms will
be staggered to avoid retirement simultaneously.

All Directors are offered for re-election at the ferthcoming Annual General Mesting.
Policy on external appointments The Company recognises that exposure of its Executive Directors to other Boards can broaden their experience and
knowledge. Executive Directors are therefore allowed to accept non-executive appeintments, with the Board's approval. Chris Anderson, Executive Chairman

of the Company, is an Executive Director of certain other companies. Details of his Directorships and his related party transactions are shown in note 31 to
the accounts.

Emoluments of the Directors The emcluments of the Directors of the Company (including any entitlements te fees or emoluments from subsidiary
companies) were as follows:

1 Aggregate emoluments

1999 1998
£000 £000
Salaries and fees 439 251
Benefits 19 19
Annual perfermance-related bonuses 125 196
Non recurring Listing bonuses 229 -
Pension contributions 18 17
Total 830 483
fiit Individuat emoluments of Directors
1999 1998
Performance-
related Non recurring Pension
Salary and fees Benefits bonuses Listing bonus contributions Total Total
£'000 £000 £'000 £000 £000 £000 £000
Executive Directors
C Anderson 85 - 51 - - 136 9
G Ingham 180 10 39 158 9 396 308
| Linkins 110 9 35 Vil 9 234 166
Non-executive Directors
8 Clouston 16 - - - - 16 NA
P Fitzsimons 16 - - - - 16 -
B Manfrey 16 - - - - 16 -
R Parry 16 - - - - 16 NA

{a] Information included above is in respect of the period 1 January te 31 Decemnber 1999 and includes amounts paid by the Company, Future Publishing
Haldings, Future Publishing and Imagine from the date of acquisition by the Cempary (1998: Future Publishing Haldings Group only).

{b) C Anderson received £21,784 in respect of his services as Chairman of the Company and £63,058 in respect of his services as Director of Imagine.
In the period prior to flotation, he was a non-executive Director of Future Publishing Holdings and received £9,000 in respect of fees for those services.

[c] G Ingham received salary of £100,000 in respect of his services as Executive Director of the Company for the period post flotation, and £80,000 in respect
of his services as a Director of the Future Publishing Holdings Group in the period 1 January to 24 June 19%9.

[d] I Linkins received salary of £62,500 in respect of his services as Executive Director of the Company for the period post flotation, and £47,500 in respect of
his services as a Director of the Future Publishing Heldings Group in the period 1 January to 24 June 1999.

[2) G Ingham was the highest paid Director in the year.
() The three Executive Directors have retirement benefits accruing under money purchase pension schemes.

[g] P Fitzsimons and B Manfrey were appointed to the Board of Future Publishing Holdings on 24 April 1998 as representatives of Apax Partners & Co
Ventures Limited and were entitled to be paid their reasonable costs and cut of pocket expenses.

[h] The performance-related bonuses in the table above include the deferred elements accruing under a long term incentive scheme as described an
page 40.
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Share schemes The Executive Directors of the Company were granted options at flotation under the Senior Management Share Option Scheme (the "Senior
Management Scheme’] over The Future Network ple shares. Other senior Executives also participate in the Senior Management Scheme and details are
provided in note 24 to the accounts.

Options have been awarded in one block as a mechanism to incentivise the Executive Directors following the flotation, and taking into account each
Executive Directors’ substantial shareholding which existed pre-Listing.

The options under the Senior Managemeant Scheme are subject to performance criteria which requires that options vest if the growth in the Company's
shareholder return over a three year period relative to a comparator group of companies reaches the following targets:

(il if the Company ranks above the 80th percentile of the comparator group the optiens will become exercisable in full,

{ii) If the Company ranks above the 50th percentile of the comparater group one-quarter of the options will become exercisable.

{iiil Between the 50th and 80th percentile of the comparator group the options wilt become exercisable on a pro rata basis between one-quarter and in full.
[iv] if the Company ranks below the 50th percentile of the comparator group the options do not vest.

The current comparator group of companies comprise:

Carlton Communications plc Pearson Plc
Daily Mail & General Trust Pic Reed Elsevier Plc
EMAP Plc United News and Media Plc

Mirror Group Plc

The Remuneration Committee are reviewing this comparator group and intend to revise the group to provide a more appropriate group which reflects
similar business interests on the same international scale as The Future Network Group.

The growth in the total shareholder return is the growth in the rmarket value of a notional shareholding in the three year period ended at the end of the
month 36 months from the date of the grant. The notional shareholding takes account over the three year period of distributions, capitalisation issues,
subdivision, consolidation or reductions in capital.

Directors are encouraged to held their shares for a further period after vesting, subject to the need to finance any costs of acquisition and asscciated
tax liabilities.

Option grants have also been made at ftotation and subsequently over the Company’s shares under the International Share Option Scheme te senior
management and employees whe have not received cptions under the Senicr Management Scheme. These options are subject to performance criteria
which are linked to growth in earnings per share, and differ from the performance criteria for the Senior Management Scheme. Details are provided in
note 24 to the accounts. The Rernuneration Committee has considered the appropriateness of the performance criteria for the International Share Opticn
Scheme for 2000 in the light of the Group's current strategy, and it has agreed to waive such criteria for the year ended 31 December 2000 as it does not
align with the interests of the Group.

In 1998 Future Publishing Holdings granted options to atl employees other than the Directors of that company under The Future Publishing Heldings
Limited Unapproved Share Option Plan, details of which are also provided in note 24 to the accounts. Options granted under this plan were not subject to
performance criteria.

All options under these schemes have been granted at the market price at the time of grant. Numbers of share options granted and to be granted will be
limited te those recemmended by the current ABI guidelines.

Details of options held under the Senior Management Scheme by Directors in the Ordinary shares of The Future Network plc as at 31 December 1999,
and movernents during the year are shown as follows:

Interests in share opticns

Number at

Earliest Exercise price Granted 31 December

Date of grant exercise date Expiry date [pence) inyear 1999

C Andersen' 25June 1999 25June2002 25 June 2009 385 138,528 138,528
G Ingham?® 25June 1999 25June 2002 25 June 2009 385 337,662 337,662
| Linkins 25June 1999 25June 2002 25 June 2009 385 129,870 129,870

! in addition to the information provided in the table above, under to the rules of the Imagine Stock Appreciation Rights Scherne, as converted inta the 1999 Plan [The Future Nelwork option plan for
Inagine ernployees! 81.2% of any rights to acquire shares in the cagpital of the Company, which lapse from an Imagine employee ceasing to be employed automatically revert to Chris Anderson.
Consegueritly, as at 31 Decemnber 1999 C Andersen also was entitled, under the operation of the 1999 Plan, ta subscribe 1,007,481 Ordinary shares of the Comnpany at a subscription price of 1 pence per
share. In addition, participants in the Imagine Media Stock Appreciation Rights Scheme [as subsumed into the 1999 Plan] have the right ta receive a cash sum instead of the shares under aption to which
they are entitled. C Anderson agreed with the Company that he would meet the cast of any such payments, on the basis that he would then become entitled to subscribe for the number of shares which
any such emptoyee held under option at the relevant option exercise price. As at 31 December 1999, by reason of certain ernployees electing for this optien to take cash instead of the oplion shares te which
they were entitled, C Anderson was entitled te subscribe an additional 1.341 Ordinary shares for an aggregate consideration of £4,308. Further details of these arrangements, atl of which relate to the
acquisition of Imagine by the Company. are set out in note 31 to the accounts.

? Included within the aumnber of share options for G Ingham are 129.870 share options which have been granted to J Ingham, G Ingharm's wife.

Ne options were exercisable during the year. The middle market price of The Future Netwerk plc Ordinary shares during the year was in the range
385 pence to %04 pence. The average price for the year was 608 pence and the year end price was 852.5 pence.
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Interests in shares The interests of the Directors in the shares of the Company and other Group members were:

Directors’ interests in the share capital of Future Publishing Holdings Limited As at 1 January 1999, The Future Network ple had not been incorporated.
The Directors’ interests in the share capital of Future Publishing Holdings Limited are set out below:

Share Share

premium premium  Position prior  Position prior

Position at Position at lLMio  capitalisation  capilalisation to share to share

startofyear  start of year Financing issue issue exchange exchange

Narne A shares ‘B’ shares ‘A shares ‘A shares ‘B’ shares A shares ‘B’ shares

Executive Directors

C Anderson 178,819 28,650 33,223 6,810,494 920,198 7022536 948,848

G Ingham! - 148,025 - - 4,754,357 - 4,902,382

| Linking - 42,975 - - 1,380,297 - 1,423,272
Non-executive Directors

B Manfrey’ 859,324 - 159,653 32,728,187 - 33747166 -

P Fitzsimons? 859,326 - 159,653 32,728,187 - 33747166 -

R Parry - - - - - - -

B Clouston - - - - - - -

' G Inghar’s beneticial helding amounted ta 2,162,827 ‘B’ sharas: in addition G Ingham was deemed to be interested in 1,739,555 B’ shares held by his wife, Jane Ingham.,

? B Manfrey and P Fitzsirons are, by reason of their being Directors of Apax Partners & Co Ventures Limited, regarded as being interested in the ‘A shares of the Company held by the Apax UK VI Funds
and the Future Pubtishing APIA I.P investors. They do not hold any Ordinary shares of the Company directly.

The table above represents the following movements of shares:

On 22 March 1999, Future Publishing Holdings raised additional equity finance in connection with it acquiring the specialist computing publishing
businesses of the Il Mio group of companies, by allotting in aggregate an additional 260,823 ‘A’ shares. The Apax UK VI Funds subscribed an additional
159,453 ‘A shares in such fundraising; accordingly the interests of B Manfrey and P Fitzsimons were notified as including those additional shares,

C Anderson subscribed an additional 33,223 ‘A’ shares.

On 11 June 1999 Future Publishing Heldings increased its share capital from £30,000 to £900,000 by the creation of an additional 68,000,000 ‘A shares and
19,000,000 ‘B’ shares znd capitalised £657,549 of its share premium account in paying up in full at par 56,017,902 ‘A shares and %,737,012 ‘B’ shares, which
shares were issued to the existing shareholders of Future Publishing Holdings pro rata te their existing holdings in the company.

On the same date, under the terms of a Deed of Transfer, Novation and Termination, all of the shareholders disposed of their holdings of shares in

Future Pubtishing Holdings to The Future Network Limited in exchange for the issue to them of an equal number of A and ‘B’ shares of The Future
Network Limited.

Directors’ interests in the share capital of The Future Network plc On 14 June 1999 the shareholders of The Future Network Limited passed resolutions,
conditionally upon Listing of the share capital of The Future Network Limited to which, inter alia to redesignate the ‘A" and "B’ shares of The Future Network
Limited as Ordinary shares of 1 pence each.

On 14 June 1999 The Future Network Limited re-registered as a public company under the name of The Future Network plc.

The table below shows the Directors’ interests in issued Ordinary shares [excluding share options which are set out above] in The Future Network ple from
the point of the share exchange which occurred on 11 June 1999 to 31 Decemnber 1999:

Position Pasition Consolidation
following following intc single Imagine Interest in Interestin  Acquisition/ Disposal of Balance
share share class of consideration  The Future Purchase |disposals] of shareson  holding as at
exchange exchange ordinary shares Network  Option Deed shares on secondary 31 Decermber
Name A shares ‘B’ shares shares issued Trust® shares* Listing offering 1999
Executive Directors
C Anderscn 7,022,536 948,848 7971384 27,503,454 140,903 3564796  (2,500,000) - 36,680,537
G Ingham' - 4,902,382 4,902,382 - - 317,826 (600,937) - 4,619,271
| Linkins - 1,423,272 1,423,272 - - 143,022 (284,654) - 1,281,640
Non-executive Directors
B Manfrey? 33,747,164 - 33747166 - 439,488 - [4605571) [12,568321] 17212762
P Fitzsimons® 33,747,166 - 33,747,166 - 639,488 - [4605571) (125683211 17,212,762
R Parry - - - - - - 40,600 - 40,000
B Clouston - - - - - - 120,000 - 120,000

! G Ingham's beneficial holding amounted to 3,227 627 Ordinary shares; in addition G Ingham was deemed to be interested in the 1391 644 Ordinary shares held by his wife, Jane Ingham.

2 B Manfrey and P Fitzsimons are, by reason of their being Directors of Apax Partners & Co Ventures Limiled. regarded as heing interested in the shares af the Company held by the Apax UK VI Funds and
the Future Publishing APIA LP investors. They do net hold any Ordinary shares of the Company directly,

¥ The Future Network Trust was a discretionary trust established prior to the share exchange agreement, the class af beneficiaries of which comprised all of the sharehalders and former shareholders of
Future Publishing Holdings and persons entilled lo subscribe, or formerly entitled to subscribe, shares in Future Publishing Holdings Limited, On the Listing of The Future Network plc the trusiees of The
Future Network Trust appeinted the shares held by them to certain members of that class of beneficiary, including the Directors mamed above.

* In accordance with the provisions of the Cornpanies Act 1985 (as arended), the shares subject to the Purchase Oplion Deed have been counted where they would increase the Directer's holding, but have
not been deducted where they would decrease the holdings of B Manirey and P Fitzsirnons. Accordingly the Direclors’ interests table above double counts the ameunt of the shares subject to the Purchase
Optien Deed to the extent that both Apax UK VI Funds, the Future Publishing APIA LP. irvestors and the Executive Directors of the Comnpany are deerned to be interested in the same holdings of shares.
Further details of the Purchase Option Deed are set out in note 31 to the accounts.

Long term incentive scheme The annual bonus scheme provides that 50% of the bonus entitlerment for each Director be deferred and paid at the end of the
four year period to which the bonus plan relates. If a Director leaves the Company before the expiry of the four year period the deferred elernent of the bonus
lapses. The amcunts accruing, but not payable in the year, to each Director in respect of these deferred elements are as follows:

Deferred element of
annual performance-related bonus

£000
C Anderson 26
G Ingham 20
| Linkins 18

No amounts have crystallised during the year under the bonus plan.

Roger Parry Chairman of the Remuneration Committee
20 March 2000
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The Directors of The Future Network ple subscribe, where appropriate having regard to the interests of the Company, to the Principles of Good Governance
and Code of Best Practice encompassed in the Combined Code (the Code’} issued by the Committee on Corporate Governance in June 1998. The ways

in which the Company applies and complies with the principles of the Code are described below, and in respect of remuneration, on pages 37 to 40.

Since flotation, the Company has complied with the specific best practice provisions of Section 1 of the Code, with the exceptions of the following matters:

[l The Code provision A.3.2 regarding a majority of non-executives being independent;
lii) The Code provision A.&.1 regarding the appointment of non-executive Directors for specified terms; and

(iii) The Cade provision B.2.2 which prescribes that the Remuneration Committee comprise only those Directors who are regardad by the Board
as 'independent’,

Explanations of these areas of non-compliance are addressed below. Shareholders are welcome to convey any governance concerns to any of the
Directors at any time,

The Board The Future Network plc was incorporated on 22 April 1999 and, following the Company's merger with Future Publishing Heldings Limited on

11 June 1999 under a share exchange agreement dated the same date, the Company became the ultimate helding company of the Group. Chris Andersen,
Greg Ingham, lan Linkins, Barbara Manfrey and Paul Fitzsimons were all appointed to the Board of the Company on 11 May 1999, and served throughout
the remainder of the year. Roger Parry and Brendan Clouston were appointed to the Board on 4 June 1999 and served throughout the remainder of the
year. The Board comprises three Executive Directors: Chris Andersen [Chairman, Greg Ingham [Chief Executive] and lan Linkins [Finance Director]; and
four non-executive Directors: Brendan Clouston (senior independent Director], Paul Fitzsimons, Barbara Manfrey and Roger Farry.

Non-executive Directors

Paul Fitzsimens and Barbara Manfrey are Directors of Apax Partners & Co Ventures Limited, which entity is interested or deemed to be interested in
the entire Company’s sharehelding of the Apax UK VI Funds and of the Future Publishing APIA P, investors. The Apax UK V) and the Future Publishing
APIA investors represent substantiat shareholders cf the Company's shares and, by the definition employed in the Code, Paul Fitzsimens and Barbara
Manfrey are therefore not regarded as ‘independent’. The Code recommends that the majority of non-executives should be independent, and in this
respect the Company does not therefore comply with provision A.3.2 of the Code.

The Cornpany intends that a suitable independent third non-executive Director will be appointed as soon as practicable. It is the Board's opinion that the
cther non-executive Directors meet the definition.

The Board did not consider it appropriate to fix the terms of appointment of the non-executive Directors as it did not want the Company to incur potential
liabilities to the non-executive Directors in the event that shareholders considered it appropriate to remove any one or more of the non-executive Directors
prior to the end of any such term.

Executive Directors

As noted in the Remuneration Report on page 38, the notice period for all Executive Directors is one year. As each of the Directers of the Company were
appointed during the year by the other members of the Board of the Company, and as such appointments have not been considered by shareholders
since their appointment, each of the Directors has agreed to retire at the Company’s Annual General Meeting and, being eligible, to stand for re-election.
Going forward the Company shalt comply with the Code by ensuring that no Director serves for longer than a three year term before retiring.

Board meetings

The Board meets formally at least four times during the year with other meetings being held when specific proposals are required to be considered.
There is a fermal schedule of matters specifically reserved for the Board's decision which includes approval of significant strategic and financial decisions,
the annual budget, material acquisitions disposals and contracts, and connected party transactions. The Board is also responsible for reviewing the
annual and interim results.

Other matters
All Board members have access to the advice and services of the Cempany Secretary and a procedure has been agreed by the Board for all Directors to
take independent professional advice if necessary, and at the Cornpany’s expense, in the furtherance of their duties as Directors.

Committees Remuneration, Audit and Nomination Commiltees of the Board have been established with formally delegated duties and responsibilities.
The Board sets the terms of reference for all Committees.

The Remuneration Comrittee, which comprises Barbara Manfrey, Roger Parry (Chairman of the Committee] and Brendan Clouston, determines
independently the remuneration packages of the Executive Directors, including their performance-related awards under the Company’s incentive schemes.
Barbara Manfrey who, as & non-executive Director, although not independent, is regarded as being independent for the purposes for which the Committee
is established and someone who is able to provide continuity in respect of the Group both prior to and since its Listing on the London Stock Exchange.

The Audit Committee comprises Paul Fitzsimans {Chairman of the Committee), Brendan Clouston and Roger Farry. The majority of the members of the
Audit Committee are regarded as independent. The Audit Committee is scheduled to meet three times during the year. The Committee’s terms of reference
cover the peints recommended by the Code. The Committes is responsible for reviewing the operation of proper internal controls, the proper measurernent
and reporting of the financial performance of the Group, reviewing financial statements before publication and making reconmendations to the Board on
the appointment of the external auditors, reviewing the scope and results of their work, their independeance and objectivity, and the audit fee. The Finance
Director and other financial management attend by invitation. The Group's auditers attend each meeting and the Audit Committee considers reports issued
by them. The Group’s auditors have direct access to the Committee without the presence of any Executive Director

The Nomination Committee comprises Chris Anderson, Brendan Clouston (Chairman of the Committee], Barbara Manfrey and Roger Parry. The Committee
has responsibility for making recommendations to the Board in relation to Beard appointments and on succession issues.




The Future Network plc Annual Report 1999 L2843
Corporate Governance Report

Directors’ responsibilities for the preparation of financial statements The Directors are required by law to prepare financial statements for each financial
period which give a true and fair view of the state of affairs of the Company and of the Group as at the end of the financial pericd and of the profit or loss of
the Group for that period.

In preparing those accounts the Directors are required to:

» select suitable accounting policies and then apply them consistently;

» make judgements and estimates that are reasonable and prudent; and

= state whether applicable accounting standards have been followed, subject to any material departures disclosed and explained in the accounts.
The Directors confirm that they have complied with the above requirements in preparing the accounts.

The Directors are responsitle for keeping proper accounting recerds which disclose with reascnable accuracy st any time the financial position of the Group
and enable them to ensure that the accounts comply with the Companies Act 1985. They are also responsible for safeguarding the assets of the Group and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Auditers’ respensibilities Auditers’ responsibilities in relation to the financial statements are included in the Auditors’ Report to the Members of The Future
Network plc on page 43,

Going concern basis The Directers are satisfied that the Company and the Group have adequate resources to continue in operational existence for the
foreseeable future. For this reason they centinue to adopt the going concern basis in preparing the financial statements.

Internal control The Turnbull Committee issued guidance in September 1999 on how companies should comply with the Code provision D.2.1 that requires
Directors to undertake a review of their company’s internal control system as a whale, including financial, operational and compliance controls and risk
management. Full compliance with the reguirements of paragraphs 12.43A (a) and [b) of the Listing Rules in relation to internal control disclosures is
required for accounting periods ending on or after 23 December 2000. Transiticnal arrangements stated by the London Stock Exchange allow Directors to
continue to report on their review of internal financial controls, provided that they comply with the existing ‘Rutteman’ guidance. The Directors have taken
advantage of these arrangements, and confirm that in respect of the Group's internal financial controls they have complied with the existing guidance
‘Internal Control and Financial Reporting - Guidance for directors of listed companies registered in the UK. Therefore the report set out below is limited to
reporting on the review of the internal financial controls of the Group. However, in respect of the application of the Code principle D.2, during 1999 the Group
undertoock a comprehensive review of all control mechanisms in place and formally examined the business risks faced by the Group in each of the markets
and the territories in which it has operations. Following this review, the Group established the procedures necessary to implement the full Turnbull guidance
['Internal Control: Guidance for Directors on the Combined Code’) for the forthcoming financial reporting year.

Report Linder Rutteman guidance

The Directors have overall responsibility for estabtishing financial reporting precedures to provide them with a reasonable basis to make proper judgments
as to the financial positicn and prespects of the Group and have a responsibility for establishing the Group’s system of internal financial control, and for
monitoring its effectiveness. Internal control systems are designed to meet the particular needs of the Group and the risks to which it is exposed,
Although no system of internal financial control can provide absolute assurance against material misstatement or loss, the Group’s systems are designed
to provide the Directors with reasonable assurance that assets are safeguarded, transactions are authorised and recerded preperly, and that material
errors or irregularities are either prevented or would be detected within a timely period.

The Board has reviewed the effectiveness of the system of internal financial controls. The key features of the Greup’s financial reporting and internal
financial control framework which have cperated since flotation include:

{a) Approval of the annual budget and strategy for the Group and each subsidiary by the Beard.

(bl Regular reports of actual results compared to budget, forecasts and prior period at the individual title or operational level which are submitted to
the Bozrd,

fc] Review and explanation of variances at subsidiary and Group levels, supplemented by quarterly forecasting for each subsidiary, which is incorporated
into Group reforecasts.

[d) Monthly reviews of the operationat results and planned actions by the Executive Directors with the Managing Direclers, Finance Directors and other
senior managernent of all subsidiary companies.

lel Formal procedures for Board approval and autherisation of material acquisitions with clear guidelines on investment appraisal, disposals and contracts,
and connected party transactions.

[fl Aformalised approach determined at Board level to risk identification and assessment, and on which the internal controls of each subsidiary are based.
[g] Clear respansibilities for financial and other management for the maintenance of good financial controls.

[h} Periodic review of the measurement and assessment of the principle financial contrals across al! subsidiaries, based on self evalustion, and
supplemented by independent review by Group members with specialist knowledge of those areas of risk identified.

il Group companies being required to maintain systems of internal contrel which are appropriate to the nature and scale of their activities and address
all significant financial and operationat risks that they face.

{jl Periodic review by the Audit Committee of the Group's systems and procedures, receipt of reports from internal controls review processes, and of reports
from the external auditors,

Auditors’ fees The Audit Committze has reviewed the remuneration received by PricewaterhouseCoopers for non-audit work. The fees for non-audit work
largely comprise due diligence work on the acquisitions of Imagine and the business of the Il Mio Group, and fees in connection with the flotation of the
Cempany in June 1999. The Audit Committee has concluded that no conflict of interest exists between PricewaterhouseCoopers audit and non-audit work
and that their involvement was based on the most effective way of conducting the Group's business.

Approved by the Board of Directors on 20 March 2000

lan Linkins Company Secretary
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Auditors’ Report to the Members of The Future Network plc

Financial statements We have audited the profit and less account, cash flow statement and balance sheet, together with the supporting notes thereto for the
year ended 31 December 199¢ which are referred to as ‘Actual on pages 44 to 72 ('the financial statements’).

Respective respensibilities of Directors and auditors The Directors are responsible for preparing the Annual Report. As described on page 42, this includes
responsibility for preparing the financial statements, in accordance with applicable United Kingdorm accounting standards. Our responsibilities, as
independent auditors, are established in the United Kingdom by statute, the Auditing Practices Board, the Listing Rules of the London Stock Exchange and
our professicn’s ethical quidance.

We report to you our epinion as to whether the financial statements give a true and fair view and are properly prepared in accordance with the United
Kingdom Companies Act. We also report to you if, in our opinion, the Directors’ report is not consistent with the financial statements, if the Company
has nct kept proper accounting records, if we have not received all the information and explanations we require for our audit, or if information specified
by law or the Listing Rules regarding Directors’ remuneration and transactions is not disclosed.

We read the other information contained in the Annual Report and consider the implications for cur report if we become aware of any apparent
roisstaternents or materizal inconsistencies with the financial staterments.

We review whether the statement on pages 41 and 42 reflects the Company’s compliance with the seven provisions of the Combined Code specified for our
review by the London Stock Exchange, and we report if it does not. We are not required to censider whether the Board's staterents on internal control
cover all risks and controls, or to form an opinion on the effectiveness of the Company’s or Group’s corporate governance procedures or its risk and
control procedures.

Basis of audit opinion We 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 amounts and disclosures in the financial statements. It also includes an assessment of the significant estimates
and judgments made by the Directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to the
Cormpany's circumstances, cansistently applied and adeguately disclosed.

We planned and performed our audit so as to obtain all the information and exptanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or other
irreqularity or error: In forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial statements.

Opinien In our opinion the financial statements give a true and fair view cof the state of affairs of the Company and the Group for the period then ended
31 December 1799 and of the loss and cash flows of the Group for the year then ended and have been properly prepared in accordance with the
Companies Act 1985,

Pro forma financial information We have reviewed, without performing an audit, the calculations and the basis of presentation of the pro forma profit and
loss accounts and supporting notes thereto for the two years ended 31 Decernber 1999 which are referred to as ‘Pro forma’ on pages 44 to 72 ['the pro
farma financial information’). The pro forma financial information is the responsibility of, and has been approved by the Directors of The Future Network plec.
The pro forma financial information has been prepared for illustrative purposes only, and is based on the source information referred to in the basis of
preparation of the accounts on page 49.

Basis of opinion Qur review, which was substantially less in scope than an audit, consisted primarily of comparing the pro forma financial information with
the source information, of considering the evidence supporting the adjustments and of discussing the pro forma financial information with the managerent
of The Future Network plc.

Review opinion On the basis of our review, in our opinion the pro forma financial information has been properly compiled on the basis stated on page 49.
Chaﬁered Accountants and Redistered Auditors
Bristol

20 March 2000
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Actual Group Profit and Loss Account
for the year ended 31 Decernber 1999
Continuing operations 1999 1598
Acquisitions Total Total
Note £'000 £000 £000 £000
Turnover 1li) 121,644 52,316 173,960 80,290
Cost of sales (77,784) (37,0230  [114,807) [54,948]
Gross profit 43,860 15,293 59,153 25342
Distribution expenses (4,200) {4,068} (8,264) (2,748
Administrative expenses [28,785) (16,387 145,172) (15,955]
Operating profit excluding amertisation of intangible assets' 17,791 4,759 22,210 11,381
Arnortisation of intangible assets 7 (6,876) 9,919)  [(15,795] (4,747)
Operating profit/(loss) 10,875 [5,1460) 5,715 6,639
Profit on dispesal of fixed asset investments 2 1,962 -
Net interest payable and similar charges 4 (10,812) [10,360)
Loss on erdinary activities before taxation 10, 2 (3,135) (3,721]
Tax on loss on ordinary activities 5 (3,530) [1,000)
Loss on ordinary activities after taxation 14,665) [4,721]
Loss for the financial year 26 (6,665) (4,721)
! Included within the operating result is an ameunt of £934.000 [1998: Enill in respect of employer taxes on options and share related benefils provided to employees Isee note 16 to the accounts).
1999 1998
Adjustments to actual results after taxation Note €000 £000
Loss on ordinary activities after taxation 16,665) (4,721
Add: amortisaticn of intangible assets 2 16,795 4,742
Add: employer taxes on options and share related benefits 2 934 -
Less: profit on sale of fixed asset investments 2 (1,962) -
Adjusted profit on ordinary activities after taxation 9,102 21
1999 1998
Actual earnings per 1 pence ordinary share Note Pence Pence
Basic loss per share b {6.54] {12.15)
Adjusted basic earnings per share b 893 0.05
Diluted loss per share 6 16.54) [12.15)
Adjusted diluted earnings per share 4 8.09 0.05
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Pro Forma Group Profit and Loss Account
for the year ended 31 Decernber 1999

Continuing operations 1999 1998

Acquisitions Total Total

Note £000 £'000 €000 £000

Turnover 1(ii 193,735 4,776 198,511 159,881
Cost of sales 129,756} i5575] 11353310  (114,747)
Gross profit/{loss] 63,979 1799) 63,180 45,134
Distribution expenses (10,443] 1483) {10,924} (8.392]
Administrative expenses (55,164) 1,271) (56,435) (46,959)
Operating profit excluding amortisation of intangible assets' 22,799 (2,166) 20,633 13,022
Amortisation of intangible assets (24,427 (387 (24,814) {23,239)
Operating loss (1,628} (2,553) {4,181 (10,217)

Profit on disposal of fixed asset investments 2 10,895 -
Net interest payable and similar charges 4 (2,798} {2,624)
Profit /(loss] on ordinary activities before taxation 10, 2 3,914 (12,841}
Tax on profit/{loss] on ordinary activities 5 (6,82%) (6.060)
Loss on ordinary activities after taxation (2,913) (18,901)
Loss for the financial year [2,913) (18,901

! Included within the operating loss is an amount of £1.405,000 [1998: Enil) in respect of employer taxes on share options and share related benefits provided o employees [explained in note 16 ta the accounts).

1999 1998
Adjustments to pro forma results after taxation Note £000 €000
Loss on ordinary activities after taxation (2,913) (18,901]
Add: amortisation of intangible assets 2 24814 23,239
Add: employer taxes on options and share related benefits 2 1,405 -
Less: profit on sale of fixed asset investments 2 (10,895) -
Adjusted profit on ordinary activities after taxation 12,411 4,338

1999 1998

Pro forma earnings per 1 pence ordinary share Nate Pence Pence
Basic loss per share b 2.11) {13.83)
Adjusted basic earnings per share b 8.99 317
Diluted loss per share ) (z.11) (13.83)
Adjusted diluted earnings per share b 8.22 2.88
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Group Activity Analysis
for the year ended 31 December 1999
1999 1998 1999 1998
Pro forma Pro forma Actual Actual
Turnover by business unit £'000 £000 £000 £000
Magazine
United Kingdom 99,819 88,386 99,819 63,764
France 21,979 21,246 21,979 16,472
Italy 16,5%4 14,706 12,465 -
Germany 4,208 - 4,208 -
United States 54,189 34,889 34,090 -
196,789 159,227 172,581 80,236
Internet 1,722 654 1,399 54
Total 198,511 159,881 173,940 80,290
1999 1998 1999 1998
Pro forma Pro forma Actual Actual
Results by business unit £°000 £000 £000 £000
Magazine
United Kingdom 19,224 12,809 19,224 9,512
France 1,864 3,029 1,864 2112
Italy 3,803 2,545 2,667 -
Germany [2,123) - 12,123) -
United States 3,551 (5,188] 6,036 -
256,319 13,195 27,668 11,624
Internet (3,563) [173) (3,035) (243
Central operating costs (2,123) - (2,123 -
Operating profit excluding amortisation of intangible assets 20,633 13,022 22,510 11,381
Employer taxes on opticns and share related benefits’ 1,405 - 934 -
Adjusted operating profit 22,038 13,022 23,444 11,381

! The above table highlights the impact of additionat employment taxes provided for on the basis of the rise in market value of shares te 31 December 1999 compared with the exercise price in line with
FRS12. The provision will fluctuate in the short term, driven by markel events rather than trading. The actual cost incurred will depend on the share price at the time that pptiens are exercised, the number

of options which vest on the basis of performance criteria, and the number which lapse due to option holders leaving our employment.

199% 1998 1999 1998
Pro forma Pro farma Actual Actual
Turnover by category £'000 £000 £000 £000
Circulation 123,806 108,957 111,039 57,810
Advertising £6,032 44,826 54,987 19,167
Internet 1,722 654 1,399 54
Other 6,951 5444 6,535 3,259
Total 198,511 159,881 173,960 80,250
Other turncver derives primarily from licensing of the Group's tittes and income from exhibitions.
Statement of Total Recognised Gains and Losses
for the year ended 31 December 1999
1999 1998
Actual Actual
Note £000 €060
Loss on ordinary activities after taxation (6,665) 14,721)
Exchange adjustrments offset in reserves 26 (2,011) 324
Reversion of rights pertaining to investments from departing employees 27 376 -
Total recognised losses for the year (8,300) (4,397
Reconciliation of Movements in Shareholders’ Funds/[Deficit)
for the year ended 31 December 1999
1999 1999 1998
Group Company Group
Actual Actual Actual
Note £'000 £000 £000
Loss attributable to shareholders (6,665) (2,599 [4,721)
Proceeds from issue of shares 735 1,413 478
Premium on issue of shares [net of expenses) 25 135,582 135,582 -
Merger reserve arising in the year 27 108,211 - 804
Exchange adjustments cffset in reserves (2,011) - 324
Other reserve movements arising from acquisition of Imagine 27 39,810 39,810 -
Reversion of rights pertaining to investments from departing employees 27 374 - -
Net change in shareholders’ funds/{deficit) 276,038 174,206 (2,915)
Opening shareholders’ deficit as previously reported by Future Publishing Holdings Limited (2,915 - -
Shareholders’ funds/(deficit) as at 31 December 273123 174,206 (2,915
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Balance Sheets
as at 31 December 1999

1999 1999 1998
Group Company Group
Note £000 £000 £'000
Fixed assets
Intangible assets 7 292,563 - 133,145
Tangible assets 8 6,075 - 4,193
Investments g 2,445 43315 -
301,083 43,315 137,358
Current assets
Stocks 11 5,872 - 221
Debtors 12 48722 175,085 26,731
Investments 10 1,040 - -
Cash at bank and in hand 18,940 764 7.131
74574 175,851 36,073
Creditors: amounts falling due within one year 13 [60,420) (8,679) (45,799)
Net current assets/[liabilities) 14,154 167,172 (9,726
Total assets less current liabilities 315,237 210,487 127,632
Creditors: amounts falling due after more than one year 14 (39,910) (36,171) (130,191
Provisions for liabilities and charges 16 (2,204) (110) {358]
Net assets/[liabiities) 273,123 174,206 (2.915]
Capital and reserves
Called-up share capital 23 1,413 1,413 678
Share premium account 25 135,582 135,582 -
Merger reserve 27 109,015 - 804
Other reserves 27 40,186 39,810 -
Profit and loss account 26 (13,073) (2,599) (4,397)
Total equity shareholders’ funds/{deficit) 273123 174,206 (2,915}

Approved by the Board on 20 March 2000 and signed on its behalf by:

G Ingham Chief Executive

I Linkins Finance Director
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Group Cash Flow Statement
for the year ended 31 December 1999
1999 1998
Actual Actual
Note £'000 £'000
Net cash inflow from operating activities 17 16,428 9,735
Returns on investments and servicing of finance
Interest received 516 -
Interest paid (9,720) [3,176)
tssue costs of bank loans (1,602) [1.715]
Net cash outflow from returns on investments and servicing of finance {10,808) (4,891)
Taxation paid 13,040 (3,638)
Capital expenditure and financial investment
Purchase of tangible fixed assets (2,682) {939)
Purchase of fixed asset investrents (1,185) -
Szle of tangible fixed assets 62 76
Sale of fixed asset investments 11,328 -
Net cash inflow/(outflow) for capital expenditure and financial investment 7,523 (843
Acquisitions
Purchase of subsidiary undertakings 28 (1,691 (118,074]
Net cash acquired with subsidiary undertakings 28 319 6,181
Payment of deferred consideraticn (15,388) -
Purchase of businesses 28 (29,210) -
Net cash outflow for acquisitions (45,970 (111,893]
Net cash outflow before use of liquid resources and financing [35,865) (111,550]
Management of liquid resources
Decreaseflincrease] in short term deposits 18 1,000 (1,000}
Financing
Proceeds from issue of ordinary share capital 150,131 1,444
Expenses of share issue 25 {11,492) -
Proceeds from issue of loan notes 18 9,716 52,634
Repayment of loan notes 18 {68,411) -
Draw down of bank loans 18 65,611 72,923
Repayment of bank lozns 18 (98,7356) (8,400)
Net cash inflow from financing 46,819 118,601
Increase in cash in the period 11,954 6,051
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Basis of Preparation of Accounts

Actual financial information

On 31 June 1999, as part of a Group reorganisation, The Future Network ple, which had been incorporated on 22 April 1999, acquired Future Publishing
Haldings Limited in exchange for the issue of shares. This has been accounted for under merger accounting principles. Future Publishing Holdings Limited
was incorporated on § September 1997 and did not trade in the period prior to 24 April 1998. It acquired Future Publishing Limited [Future Publishing’]

and Edicorp Publications SA ['Edicorp’) on 24 April 1998, On 22 March 1999, Future Publishing Holdings Limited acquired the assets of the IL Mio Group
through a subsidiary undertaking. On 25 June 1999 The Future Network plc acquired Imzgine Media, Inc. (Imagine’] in exchange for shares in the Company.
On 1 July 1999 Future Publishing Holdings Limited acquired, through a subsidiary company, the shares of WEKA Consumer Medien GrbH [WEKA] and the
assets relating to its WEKA Consumer Media business division, During September and December 1999 further titles were acquired by Future Publishing.
The actual consolidated financial staternents include the Future Publishing Holdings Greup under menger accounting principtes, and the Imagine acquisition
under acquisition accounting.

The actual financial infermation for the Group shows the trading up to 31 December 1999 of Future Publishing Holdings Limited's subsidiaries in the
United Kingdem and France for the period from 1 January 1999, the trading of the Il Mic Group, which business was acquired by Future Publishing
Holdings Limited, for the period since acquisition on 22 March 1999, for Imagine from 25 June 1999, and the WEKA titles from 1 July 1999.

Within these financial staternents, reference to 1998 means the twelve month pericd from 1 January 1998 to 31 December 1998, during which time the
Group traded for the period 24 April 1998 to 31 December 1998, and reference to 1999 means the twelve month peried 1 January 1999 to 31 Becember 1999,
The Future Network plc’s first period of trading is for the period ended 31 December 1999 and therefore there is no Company comparative financial
information,

Pro forma financial information

In order to assist readers pro forma results are shown on page 45 for the twelve months ended 31 Decernber 1999 and 31 December 1998, They are

based on a full twelve menths’ trading for all companies which became part of the Group before and at flotation, and assume that the capital and financing
structure of the Group at flotaticn applied throughout the period. Acquisitions since Listing, comprising the WEKA titles and titles acquired in September and
December 1999 by Future Publishing, are not adjusted to a full year basis but are shown separately

The 1998 comparatives are based on the pro forma figures, included in the Listing Particulars dated 18 June 1999, restated to reflect the actual annual

charges (incorporating fair value provisions) for amortisation of goodwill. The pro farma results have been prepared using consistent accounting pelicies
to the actual results. More detailed information can be found in the Company’s Listing Particulars.

Accounting Policies
The accounts have been prepared under the historical cost convention, and in accordance with accounting standards applicable in the United Kingdom.
The principal accounting policies which have been censistently applied are set out below.

Basis of consolidation The consolidated accounts comprise the Company and all of its subsidiary undertakings for the year ended 31 December 1999.
The principal operating subsidiary undertakings are set in note 33 to the acceunts. The results of subsidiary undertakings are consolidated from the effective
date of acquisition and businesses sold are inctuded up to the date of disposal.

Intangible assets On acquisition of a subsidiary or business, the purchase consideration is allocated between the underlying net assets on & fair value basis,
with any excess purchase consideration representing goodwill. The purchase consideration is stated at fair value. Intangible assets also includes goodwill
arising on the acquisition of titles and the related subscription lists of certain acquired titles. Purchased goodwill is capitalised and amortised on a straight
line basis over the estimated useful life of each acquisition.

Internatly developed goodwilt and other intangible assets are not capitalised.

Tangible fixed assets Tangible fixed assets are stated at cost less accumulated depreciation. No depreciation is provided on freehold land.

For other tangible fixed assets depreciation is calculated to write down the cost of the tangible fixed assets to their estimated residual values by equal annual
instalments over the period of their estimated useful lives, which are considered to be:

Freehold buildings - Fifty years

Leasehold properties and improvements - Fifty years or period of the lease if shorter
Plant and machinery - Between two and five years

Equipment, fixtures and fittings - Between two and ten years

Impairment of fixed assets and goodwill Fixed assets and goodwill zre regularly reviewed to determine whether their value appears to have been impaired.
Where a fixed asset has been impaired, the impairment is charged to the profit and loss account, and the asset is carried at its recoverable amount.

Investments Investments in subsidiary undertakings are stated at the fair value of consideration payable including related acquisition costs. Other fixed
asset and short term investments are stated at the tower of cost and net realisable value.
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Accounting Policies

Foreign currencies Transactions in foreign currencies are recorded at the rate of exchange ruling at the date of the transaction, or where forward exchange
contracts have been arranged, at the contracted rate. Monetary assets and lizbilities denominated in foreign currencies, where a contract rate does not apply,
are translated at the exchange rates ruling at the balance sheet date, and any exchange differences are taken to the profit and loss account.

Profits and losses of overseas subsidiaries that have currencies of operation other than Sterling are translated into Sterling at average rates of exchange
ruling during the period, except for material items that are translated at the rate ruling at the date of transaction. Differences between the profit and loss
accounts translated at average rates and at balance sheet rates are shown as a movernent on reserves and in the statement of total recognised gains
and losses.

Where practicable, the Group’s overseas equity investments are financed by berrowings in the currencies in which those assets are denominated. Exchange
differences arising from the retranslation of overseas net investments, including goodwill and the related loans together with the related tax effect, are dealt
with through reserves and the staternent of total recognised gains and losses. Other exchange differences are taken to the profit and loss account.

Financial instruments Derivative financial instruments are used by the Group to reduce exposure te foreign exchange and interest rate risks. A derivative
instrument is considered to be used for hedging purposes when it alters the risk profile of an existing underlying exposure of the Group.

Payments and receipts under the interest rate swaps are accrued with net interest payable. The swaps are not revalued to fair value or shown in the Group
balance sheet at the year end.

Termination payments made or received in respect of derivatives are spread over the life of the underlying exposure in cases where the underlying exposure
continues to exist. Where the underlying exposure ceases to exist, any termination receipts and payments are taken to the profit and loss account.

Interest differentials on derivative instruments used to manage borrowing costs are recognised by adjusting net interest payable. Premiums paid on
derivative instruments are amortised over the shorter of the life of the instrument or the underlying exposure.

Where forward foreign currency contracts are used to hedge foreign currency transactions the Sterling equivalent is recorded at the contracted amount.

Stocks and work in progress Stocks and work in progress are stated at the lower of cost and net realisable value. For raw materials, cost is taken tc be the
purchase price. For work in progress and finished products cost is calculated as the direct cost of production.

Turnover Turnaver is the amount derived from the provision of goods and services falling within the Group’s ordinary activities after deduction of trade
discounts, returns and value added taxes. The circulation and advertising turnover relating to a magazine issue is recognised with effect from the date that
the issue goes on sale. Income arising from exhibitions and shows relating to future periods is deferred until those events have taken place, but only to the
extent that the costs are expected to be recoverable.

Deferred income Subscription payrnents received are held in the balance sheet and recognised in the profit and loss account on publication of each issue.

Leases Rentals under operating leases are charged te the profit and loss account on a straight line basis over the lease term. When a leasehold property
ceases to be used in the business, provision is made to the extent that the recoverable arnount of the interest in the property is expected to be insufficient to
cover future obligations relating to the lease.

Capitalisation of finance costs and interest All borrowings are initially stated at the fair value of the consideration received after deduction of issue costs.
Issue costs together with finance costs are charged to the profit and loss account over the terms of the borrowings and represent a constant proportion of
the capital repayments outstanding. Accrued finance costs attributable to borrowings where the maturity at the date of issue is less than twelve months are
included in the accrued charges within current tabilities. For all other borrowings, accrued finance charges and issue costs are added to the carrying value
of those borrowings.

Development and subscription costs Launch, development and subscription costs are written off in full as incurred.

Pensions The Group cperates defined contribution schemes in the United Kingdom and in the United States. Contributions payatle in respect of these
defined contributicn schemes are charged to the profit and loss account as they are incurred.

Deferred taxation Deferred taxation is provided using the liability method in respect of timing differences where the liability or asset is expected to crystallise
in the foreseeable future.

Share schemes When an employee is granted optiens to subscribe far shares, any difference between the fair value of those shares at the date the grant is
made and the opticn price payable by the employee is charged to the profit and loss account over the period from the date of grant to the date at which the
employee becomes unconditionally entitled to the shares. Employer taxes on options provided to employees of each emplaying company are accrued at the
date of grant of the option in accordance with FRS12: Provisions, contingent liabilities and centingent assets.
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Notes to the Accounts

1. Segmental reporting The Group is involved in one class of business, the publication of magazines and Internet websites.

{il Actual results
The gecgraphical analyses of turnover, profit/{loss) before tax, and net assets by origin, and turnover by destination were as follows:

(a) Turnover by origin

. _ 1999 1998
Continuing operations Total Total
Acquisitions Turnover Turnover
£000 £'000 €000 €000
United Kingdem 100,273 549 100,822 63,902
France 21,979 - 21,979 16,472
italy - 12,465 12,465 -
Germany - 4,226 4,226 -
United States - 35,076 35,074 -
Turnover between segments (508) - (508) (84])
Total 121,644 52,316 173,960 80,290
(b) Profit/[loss) befare tax by origin
1999 1998
. i Total Total
Continuing operations  profitflloss]  Profit/lloss}
Acquisitions before tax before tax
£'000 £000 £000 £'000
United Kingdom 13,450 (42) 13,408 6,397
France 183 - 183 837
Italy - 1,070 1,070 -
Germany - (2,704} (2,704) -
United States - (2,995) (2,995) -
Central costs (12,097) - {12,097) (10,955)
Total 1,536 [4,671) [3,135] [3,721)
(c] Net assets by origin
L. . 1999 1998
Continuing operations Total Totat
Acquisitions Net assets Net assets
£'000 £°000 £000 £000
United Kingdom 116,543 - 116,543 78,294
France 31,928 - 31,928 31,097
Italy -~ 18,783 18,783 -
Germany - 7,185 7,185 -
United States - 143,261 143,261 -
Interest bearing liabilities [44,577) - (44,577 1132,306)
Total 103,894 169,229 273,123 (2,915
(d]) Turnover by destination
1999 1998
£000 £'000
United Kingdom 90,114 56,179
France 20,329 14,658
taly 13,177 -
Germany 4,381 -
United States 34,564 -
Rest of world 12,003 9537
Turnover between segments (608 i84)
Total 173,940 80,250
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Notes to the Accounts continued
1. Segmental reporting continued
fiit Pro forma
The geographical analyses of turnover, and profitf{loss! before tax, ty origin and turnover by destination were as follows:
(al Turnaver hy origin
o _ 1999 1998
Continuing operations Total Total
Acquisitions Turnover Turnaver
£'000 £000 £000 £7000
United Kingdom 100,394 550 100,944 89,095
France 21,979 - 21,979 21,109
Italy 16,594 - 16,594 14,706
Germany - 4,226 4,226 -
United States 55,498 - 55,498 35,469
Turnover between segments {730) - (730) (498]
Total 193,735 4776 198,511 159,881
(b) Profit/lloss) before tax by origin
. . 1999 1998
Continuing operations Profit/(loss)]  Profit/(lossl
Acquisitions befare tax before tax
E£000 £000 £000 £000
United Kingdom 13,450 42} 13,408 5,484
France 183 - 183 1181
Italy 1,895 - 1,899 1,144
Germany - {2,704) (2,704) -
United States (5,093) - (5,093) (20,650
Central costs (3,773} - (3,773) -
Total 6,662 (2,746) 3,914 (12,841)
(¢) Turnover by destination
1999 1998
£000 £000
United Kingdom 90,236 79,049
France 20,329 18,742
Italy 17,306 14,704
Germany 4,381 -
United States 53,001 18,927
Rest of world 13,988 28,955
Turnover between segments (730) (498)
Total 198,511 155,881
2. Profit/{loss) on ordinary activities before taxation
1999 1998 1999 1998
Pro forma Pro forma Actual Actual
£000 £'000 £000 £000
Profit before taxation is stated after charging/{creditingl:
Staff costs 39,584 27,829 34,449 16,151
Depreciation of owned assets 2,109 2,297 1,777 871
Amortisation of intangible assets 24814 23,239 16,795 4,742
Hire of machinery and equipment 700 3%4 640 198
Other operating lease rentals 2,032 1,610 1,994 418
Ernployer taxes on options and share related benefits 1,405 - 934 -
Net exchange differences on fereign currency borrowings less deposits 752 - 752 -
Profit on disposal of fixed asset investmeants [10,895) - 1,942} -
Fees paid to auditors
Statutory audit 227 bb 168 46
Fees in respect of the flotation of the Company 2,059 - 2,059 -
Acquisition support 801 - 801 -
Taxation and other services 230 130 200 130

The audit fee for the Company included within the Group fee was £31,000.
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3. Employees and Directors

1999 1998 1999 1998
Pra forma Pro forma Actual Actual
Staff costs Note £000 €000 £'000 £,000
Wages and salaries 33,687 24011 29,281 13,762
Social security costs 5,270 3,444 4,522 205
Other pensicn costs 29 647 374 646 374
39,584 27829 34,449 16,151

Average monthly number of people lincluding Executive Directors)
Preduction 994 991 984 766
Administration 344 152 342 93
Total 1,338 1,143 1,326 259

Details of the Directors remuneration and interests are provided within the Remuneration Report on pages 37 to 40. The highest paid Director during the

year was G Ingham and details of his remuneration are shown on page 38.

4. Net interest payable and similar charges

1999 1998 1999 1998
Pro forma Pro forma Actual Actual
£000 £000 £000 £000
interest payable on bank lcans and overdrafts 2,017 1,878 3,620 5,243
Amortisation of issue costs of bank foan 94 - 2,696 188
Interest payable on other loans 1,060 - 4,462 4502
Amortisation of discount arising on fair valuing of deferred consideration 150 1,254 550 760
Total interest payable and similar charges 3321 3,132 11,328 10,693
Interest receivable (523 (508) [516] (333)
Net interest payable and similar items 2,798 2,624 10,812 10,360
5. Tax on profit/{loss) on ordinary activities
1999 1998 1999 1998
Pra forma Pro forma Actual Actual
Note €000 £000 £000 €000
UK
Corporation tax at 30.25% [1998: 31%) 4,690 3364 241 -
Overseas
Current tax 1,331 2,934 687 1,000
Deferred tax 16 808 [238] 432 -
6,829 6,060 3,530 1,000

The Graup made 2 loss before taxation of £3,135,000 {1998: £3,721,000] and a taxation charge of £3,530,000 (1998: charge £1,000,000) for the year: Eliminating
goodwill arising on consolidation which has no impact on taxation, the profit before taxation was £11,225,000 (1998: £1,021,000] providing an effective tax rate
of 31.4% (1998: 98%]. The principal components of the difference between the actual effective rate and the standard rate of 30.25% in 1999 are higher overseas
rates of tax, overseas tax losses not being avaitable for relief, and timing differences, being primarily offset by the utilisation of tax losses carried forward from

prior years, and the deductibility of costs in respect of share options.

The high effective rate of tax in 1998 is primarily due to the timing differences arising between the significant accrual of interest and its deductibility for tax
purposes, together with a higher proportion of profits being earned in France, where the tax rates were higher than in the UK.

The pro forma profit before tax, after eliminating goodwill arising on consolidation was £25,544,000 (1998 £8,697,000) providing an effective tax rate of 26.7%

(1998: 69.7%.

The pro forma tax charge was lower than the standard UK cerporation tax rate of 30.25% due primarily to the availabitity of tax losses in Imagine to offset

its pre acquisition profits, including the substantial gain on fixed asset investments amounting to £10,895,000 in the pro forma profit and loss account.

This was partially offset by non-utilisation of tax losses in Germany and by higher rates of tax payable in jurisdictions other than the United Kingdom.
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&. Earnings per share Basic earnings per share are calculated using the weighted average number of Ordinary shares outstanding during the pericd.
Diluted earnings per share have been calculated by taking into account the dilutive effect of shares that would be issued on conversion into Ordinary shares
of warrants and options held under employee share schemes and in respect of the deferred considerstion arising on the Imagine acquisition (see note 28]

1999 1998 1999 1998
Pre forima Pro forma Actual Actual
Weighted average number of shares outstanding during the period:
- basic 138,105,284 136,663881 101,965,968 38,871,050
- dilutive effect of share options 12,972,364 14191076 10,514,893 2,081,761
- diluted 151,077,648 150,814,957 112,480,861 40,952,811
Basic loss per share [pence) (2.11] {13.83} 16.54) (12.15]
Adjusted basic earnings per share (pence 8.99 317 8.93 005
Diluted loss per share [pence]' z11) (13.83} 16.54) [12.15]
Adjusted diluted earnings per share [pence) 8.22 288 8.09 005
' The share aptions do not have a dilutive effect where there is a loss.
The adjustments to profit noted on pages 44 and 43 have the following effect on EPS:
Basic Loss per share [pence] 211 (13.83) (6.54) (12.15)
Amortisation of intangible assets 17.97 17.00 1647 12.20
Employer taxes on cpticns and share related benefits 1.02 - 0.92 -
Profit on sale of fixed asset investrments (7.89) - [1.92] -
Adjusted hasic earnings per share [pence) 8.99 3.7 8.93 0.05
Diluted loss per share (pencel [2.11) (13.83) {6.54) [12.15)
Adjustment for dilutive effect of share options [see ' above) 0.19 1.30 0.41 0.62
Amartisation of intangible assets 16.42 15.41 1493 11.58
Employer taxes on options and share related benefits 0.93 - 0.83 -
Profit on sale of fixed asset investments (7.21) - (1.74) -
Adjusted diluted earnings per share [pence] 8.22 2.88 8.09 0.05
7. Intangible fixed assets
Goodwill
Group Note £000
Cost
At 1 January 1999 137,907
Exchange adjustments (£,527)
Goodwill arising on acquisitions 181,131
Adjustments to previously assessed fair value 28 [461]
At 31 December 1999 314,050
Amortisation
At January 1999 {4,742]
Exchange differences 50
Charge for the year (16,795
At 31 December 1999 (21,487}
Net book amount at 31 December 1999 292,563
Net book amount at 31 December 1998 133,165

The goodwill arising on acquisitions is being amortised on a straight line basis over their estimated expected lives, being in the range two to twenty years.
These periods are the periods over which the Directors estimate that the values of the underlying businesses acquired are expected to exceed the values of

the underlying assets.
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8. Tangible fixed assets

Equiprnent,
Land and Plantand  fixtures and
buildings rmachinery fittings Total
Group £1000 £'o00 £000 £000
Cost
At 1 January 1999 1,600 2,319 956 4,875
Reclassification - 41 (41] -
Exchange adjustments 4] (127] (11 (142)
Acquisitions 224 623 298 1,145
Additions &3 2,102 513 2,678
Disposals (9] [60] i11] (80)
At 31 December 1999 1,874 4,898 1,704 8,476
Depreciation
At 1 January 1999 (12) (540) (130) (682)
Reclassification - (8l 8 -
Exchange adjustments - 37 3 40
Charge for the year (93) (1,398) (286] 1,777)
Disposals - 7 " 18
At 31 December 1999 (105) (1,902} (394) (2,401)
Net book value at 31 December 1999 1,76% 2,996 1,310 6,075
Net book value at 31 December 1998 1.588 1,779 824 4,193
1999 1998
Group Group
Analysis of net book value of land and buildings €000 £000
Frechold 390 3%
Leasehold:
Over 50 years unexpired 1,168 1,192
Short term lease 211 -
Total 1,769 1,588
9. Fixed asset investments
199¢
Company
Shares in Group undertakings £000
Additions and at 31 December 43,315
1999
Group
Other £000
At 1 January -
At acquisition 11,383
Additions 1,651
Exchange differences (183)
Disposais [9,368)
Transfer to current assets (1,040)
At 31 December 2,445

At acquisition Imagine carried an investment in lconocast, Inc., a company incarporated in the United States, in which Imagine holds 24.9% of the cornmon
stock. During the year lconocast, Inc. was accounted for as a fixed asset investment. The Group's interest has not been treated as an associzted undertaking
as the Company is controlled by its majority shareholders and, in the cpinion of the Directors, the Group does net, at present, exercise significant influence

over its operations.

10. Current asset investments

1999
Group
£°000

Listed investments
At 1 Jznuary -
Transfer from fixed assets at cest 1,040
At 31 December 1,040

The listed investment consists of shares in America Onling, Inc. the market value of which was £1,902,000 at 31 December 1999.




The Future Network plc Annual Report 1999 56&57
Notes to the Accounts continued
11. Stocks
1999 1998
Group Group
£000 £'000
Raw materials 3,225 1,290
Work in progress 1,470 681
Finished preducts 1,177 240
5,872 2211
12. Debtors
1999 1999 1998
Group Company Group
£'000 £000 £000
Amounts falling due within one year
Trade debtors 43,029 - 24,356
Amcunts owed by Group undertakings - 173,71 -
Other debtors 1,646 1,361 1,219
Prepayments and accrued income 3,829 13 1,156
48,504 175,085 28,731
Amounts falling due after one year
Other debtors 218 - -
48,722 175,085 26,731
13. Creditors: amounts falling due within one year
1999 1999 1998
Group Company Group
Note £000 £°000 £7000
Bank and other borrowings 5,846 5846 2,115
Shareholder loan 3 907 - -
Trade creditors 23,084 - 13,650
Amounts owed te Group undertakings - 2,089 -
Corporation tax 2,259 - 1,953
Other creditors including taxation and social security 4,816 154 2,606
Accruals and deferred income 23,503 590 11,051
Deferred consideration for acquisitions 5 - 14,424
60,420 8,679 45,799
14. Creditors: amounts falling due after more than one year
1999 1999 1998
Group Company Group
Note £'000 £°000 £000
Bank and other borrowings 36,171 36,171 71,496
Shareholder loan 31 1,653 - -
Other loans - - 58,695
Deferred consideraticn for acquisitions 2,086 - -
39,910 36,1 130,191
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15. Bank and other borrowings
{1} Due within one year

1999 1999 1998
Group Company Group
Note £000 €000 £000
Bank loans

Secured 5,846 5,846 2,310
Unsecured - - b
Shareholder toan: Unsecured 31 907 - -
6,753 5846 2,115

fii} Due after more than one year
1999 199¢ 1998
Group Company Group
Note £000 £000 £'000
Bank loans: Secured 36,17 36171 71,496
Loan Notes: Unsecured - - 58,695
Shareholder loan: Unsecured 31 1,653 - -
37,824 356171 130,191

At flotation on 25 June 1999 the Greup's existing loan notes and principal bank borrowings were repaid, and new borrowing facilities entered into. All bank

borrowings autstanding at 31 December 1999 were under these new facilities.

The bank loans drawn on flotation of the Company are secured by a fixed charge over The Future Network ple, Future Publishing Holdings Limited, and
Future Publishing's land and buildings, intellectual property and gooadwill and a floating charge over the remainder of their assets. [1998: Al the bank loans
were secured by fixed charges over the Future Publishing Holdings Group's land and buildings, intellectual property and goodwill, and by floating charges

over the remainder of the Group's assets))

The Company incurred total issue costs of £1,216,000 (1998: £1,715,000] in respect of the post flotation bank loans of which the costs relating to the
unrequired facility of £687,000 were written off immediately to the profit and loss account. The remainder of the costs are being charged to the profit

and loss over the term of the facilities at a constant rate on the carrying amount. The amounts in the above table are stated net of unamortised issue costs

of £433,000.
16. Provisions for Liabilities and charges
{if Group
Employer
taxes on
options and
share
Vacart related
Deferred tax properties benefits Other Total
Group €000 £000 £000 £000 £000
At 1 January 1999 - (354) - - (356)
On acquisitions - - (474) - {474)
Exchange adjustments 15 - - - 15
Transfer [to)/from profit and less account in the period [432] 72 [934) [309) {1,603
Utilised in year - 34 180 - 214
At 31 December 1999 {417 (250) [1,228) (30%) (2,204)
Company
Transfer to profit and loss account and other movements - - (110 - 110
At 31 December 1999 - - [110) - [110)
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16. Provisions for liabilities and charges continued

fiif Deferred tax
1999 1998
Group Group
Provision for deferred fax comprises: £000 £7000
Other and at the 31 December (817) -

The provided amaounts of deferred taxaticn relate to short-term timing differences at 31 Decernber which will reverse in the forthcoming year.
The unprovided amounts of deferred taxation assets are as follows:

1999 1999 1998

Group Company Group

£000 £000 £000

Accelerated capital allowances 221 - 195
Other 4,533 33 137
4,754 33 332

Other deferred tax assets not provided include £2,009,000 in respect of US tax losses carried forward and the balance is in respect of gther short-term
timing differences which are unlikely to be utilised in the foreseeable future. As a result no adjustment would be reguired to be made te the deferred tax
provision if assets which have been recognised at book value are restated at realisable value at the balance sheet date.

No account has been taken in the table above for deferred taxation in respect of earnings, which are retained overseas as management has no current
intention to repatriate them, nor of any capital gains which might arise on the disposal of properties at their balance sheet amcunts, since there is no
current intention te dispose of the properties.

ffii} Vacant property
The provision brought forward was the balance of an amount provided in respect of two property leases acquired in prior years. The amount represents

the best estimate of the discounted future net cash cutflow being the net shortfall on each of the leases taking inte account the expected income from
subletting. The leases expire cn June 2012 and December 2015.

{fv] Employer taxes on options and share related benefits for Imagine employees
This provision comprises two elements:

{#} An amount of £1,044,000 which has been made for employer taxes on the grant of options to Executive Directors and employees who are resident in
jurisdictions where the exercise of such cptions are deemed to attract remuneration taxation. Share options granted to employees resident in the
United Kingdom that were granted prior te 6 April 1999 do not attract employer's taxes. The provision represents the relevant taxes accruing at the
year end date on the difference between the market value of the ordinary shares over which employees have aptions at the balance sheet date and
the aggregate exercise price for each employee,

fiil Under an employee Imagine Media Supplemental Bonus Plan’ certain Imagine employees were provided with an equity interest in an investment,
The provisicn amounting to £184,000 represents the relevant taxes accruing at the date of the grant of these interests to employees on the value of
the underlying investment at the balance sheet date, there being no costs charged to the employees. Further details of this transaction are included
in note 31.

v} Other
Other provisions comprise an amount of £30%,000 in respect of the cost of a warrant te purchase stock in Ofoto, Inc., a privately owned company registered

in Delaware. The consideration for the warrant is to be satisfied by the provision of advertisements in certain publications and on websites published by
Imagine after the balance sheet date, for which imagine wilt incur printing and other costs.

17. Cash flow from operating activities The recenciliation of operating profit to net cash inflow frem operating activities is as follows:

1999 1998

Group Group

Continuing operations £'000 £000
Operating profit 5715 6,639
Depreciation charge 1,777 871
Goodwill amortisation 16,795 4,742
Decreaseflincreasel in stocks 343 (435)
Increase in debtors (11,573) (9,710)
Increase in creditors 3,371 7,628
Net cash inflow from operating activities 16,428 9,735
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18. Analysis of net debt

Acquisitions
At lexcluding At
1 January  Cash inflow/ cash and Other non Exchange 31 December
1999 {outflowt overdrafts] cashchanges  rmovements 1999
£000 £000 £000 £000 £000 £'000
Cash at bank and in hand 5,131 11,954 - - 855 18,940
Oebt due after one year {71,496 33398 {1,709} (4041 2387 (37,8241
Loan notes due after mere than one year (58,695} 58,695 - - - -
Cebt due within cne year (2,115) (151] [4,547) - 70 (6,753)
Liguid resources 1,000 (1,000} - - - -
(125,175) 102,886 (6,256) (404} 3312 (25,637)

As at 31 Decemmber 1998, £1,000,000 was being held on deposit as a retention against any lability of Future Publishing Holdings Limited under indemnities
given in connection with the acquisition of Future Publishing and Edicorp in April 1998. These funds were released to Future Publishing Holdings Limited on
11 June 1999.

Nen cash changes are detailed in note 21.

19. Reconciliation of movement in net debt

1999 1998
£'000 £000
Net debt at 1 January {125,175] -
Increase in cash 11,954 6,051
Berrowings net of short term deposits acquired with subsidiaries (6,256} 18,400]
Movement in horrowings 91,932 (117.157)
Mavement in liquid resources {1,000] 1,000
Loan notes issued other than for cash - (1,570)
Interest accrued in 1998 and subsequently waived during the year 690 (5,181)
Unamortised debt issue costs (1,094) 1527
Exchange movements 3312 (1,445
Net debt at 31 December 256370 (125,175
20. Cash flow effect of acquisitions
£'000
Net cash inflow from operating activities 2,518
Net cash outflow from returns on investrnent and servicing of finance [724)
Taxation paid {55}
Net cash inflow from financial investment 8,267
Net cash acquired from acquisitions 319
Net cash inflow from acquisitions 10,325

21. Major non cash transactions

falOn 11 June 1999, the Company acquired the entire issued share capital of Future Publishing Holdings Limited pursuant te a Deed of Transfer, Novation
and Variation under which, inter alia, each of the shareholders exchanged their shares in Future Publishing Heldings Limited for a like number of shares
in the Company, and the cbligaticns of Future Publishing Holdings Limited to issue shares te warrant and option holders were novated to the Company.
This group reconstruction has been accounted for using the merger method of accounting.

{6]10n 25 June 1999 the consideration for the acquisition of Imagine included the issue of 27,503,454 Ordinary shares in the Company, fully paid, to the
sharehciders in Imagine together with the assumption of rights under stock options and stock appreciation rights in Imagine.

Full details of the acquisition of Imagine are given in note 28.

{c/ During the year, 96,076 units in an ‘Imagine Media Supplermental Bonus Plan’, with a value at 31 December 1999 of £376,000, reverted to the Group on
the departure of eligible employees. Further details are given in note 31.

{d} In 1999 non cash changes in net debt transactions included:
{il The waiver of £690,000 of interest liability previously capitalised;

fif} Amertisation amounting to £1,527,000 of debt issue costs relating to the Group’s pre-flotation banking facilities; and
fiiil Deferral under FRS4: Capital Instruments of £433,000 of issue costs relating to the new banking facilities entered into at flotation.
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22. Financial instruments

{aj Treasury overview

The Group uses financial instrurments fo raise funding for its operations and fo manage the financial risks arising from those operations. The agreemants
governing the principal instruments entered into were approved by the Board.

At the year end, the Group’s principal financial liabilities comprised £42,017,000 borrowed under committed bank term teans and revolving multi-currency
facilities, £2,560,000 in respect of a loan made by Chris Anderson to Imagine prior to the Company acquiring Imagine, £2,091,000 deferred consideration
payable for acquisitions and £250,000 for the net shortfall on property leases. [Further details of the loan made by Chris Andersen are set out in note 31))
At the year end the Group had a further £44,411,000 of undrawn committed facilities subject to certain covenants to provide flexibility for projected working
capital requirements, and future acguisition cpportunities.

The Directors have considered the principal risks arising from the Group's financial instruments and have mitigated them as follows:

Credit risk The Group's cash balances are held with its principal bankers. The Group's aim to minimise credit risk is achieved by considering the credit
standing of potential bankers before selecting them.

Liguidity risk The aim of the Group’s liguidity policy is to provide flexibility and avoid concentration of refinancing risk in any short period. To achieve this the
Group's berrowings are substantiatly in the form of term debt repayable in instalments over the next five years. It also has shorter term facilities available.
Its undrawn committed facilities at the balance sheet date include facilities expiring in five years as well as shorter term facilities.

Market price risk The Group holds its investments for the long term rather than for short-term speculation. Details of fixed asset investrnents are set out in
note 9. The current asset investrents were part of the Imagine acquisition and are required to be held until May 2000.

interest rate risk The Group is exposed to fluctuations in interest rates on its borrowings and surplus cash and cperates a policy designed to reduce this risk
by maintaining a balance of fixed and ficating rate debt. As the Group's borrowings are principally deneminated in Sterling arrangements during the year
have been designed to fix approximately 75% of gross Sterling term debt at any peint in time taking into account repayment schedules, by means cf interest
rate swaps. At the year end 75% of gross Sterling term debt is fixed until Decemnber 2002, taking into account the repayment scheduls.

The interest rate swaps prior to Listing when the Group was more highly geared have now been terminated, but remained in place for a peried after Listing
while the Directers were assessing the Group's future hedging requirements, which meant for part of the year more than 75% of the Sterling debt was fixed.

Currency risk A significant and growing proportion of the Group’s activities are carried out in countries outside the United Kingdom where transactions are
carried out in that country’s own functional currency. Movements in exchange rates can therefere have a significant impact on the Group’s total cash flows,
whilst the translation of the results, assets and liabilities of foreign subsidiaries inte Sterling can have a significant effect on the Group’s reported profits and
balance sheet. The main exposures are to movements in the US$ and Euro against Sterling. The Group’s policy is te hedge against foreign currency cash
flows by arranging its indebtedness in a mixture of currencies and, where considered appropriate, by taking out forward foreign exchange contracts.

There are no such contracts outstanding at the year end.

Pre-flotation, when the Group was more heavily geared and there were significant acquisitions made of businesses reporting in currencies other than
Sterling, the Group's policy was te finance those acquisiticns through borrowings in those other currencies, these borrowings were repaid at flotaticn.
Exchange differences arising from the retranslation of the overseas net assets and the related loans together with the tax effect are shown as movernents
in reserves and are in the statement of total recognised gains or losses. Other exchange differences are taken te the profit and loss account.

{bi Short-term debtors and creditors

Trading short-term debtors and creditors have been excluded from all the follewing disclosures, other than the currency profile of menetary assets and
liabilities [table (g)).

{c] Interest rate risk profile of financial liabilities

The interest rate profile of the Group's financial liabilities at 31 Decermnber 1999, after taking into account the effect of interest rate swaps, was:

Floating rate financial Fixed rate financial

Tatat liabilities liabilities

Currency £'000 £000 £000
Sterling

- financial liabilities 37,859 10,859 27,000

US Dollars 2,560 - 2,560

Eure 6,499 6,499 -

At 31 December 1999 46,918 17.358 29,560

The floating rate financial Yiabilities comprise bank barrowings, and deferred consideration, of which the bank borrowings bear interest at rates fixed in
advance fer periods of six months by reference to LIBOR plus a margin of 0.85% [in the case of Sterling borrowings) and EURIBOR (in the case of liabitities
denominated in currencies linked to the Eura).

The deferred consideration in respect of the ltalian and German acquisitions have been discounted at a rate linked to EURIBOR. The Company may,

at its option, satisfy the deferred consideration for Business 2.0 amounting to £18,000,000 by the issue of shares or payment of cash at 30 June 2000.

This amount has not therefore, been included as a financial liability.

Flozting rate financial liabilities atso include provisions for onerous leases [see note 16) which are discounted at rates in line with Group's cost of capital,
The shareholder loan bears interest at 7% per annum.

Tax and other statutory obligations have been excluded from the tables because they do not meet the definition of a financial liabitity under FRS13:
Derivatives and cther financial instruments - disclosures.
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22, Financial instruments continued
{c] Interest rate risk profite of financial liabilities {continued]

Fixed rate financial liabilities

Weighted average Weighted average period

Interest rate for which rate is fixed

Currency % Years
Financial liabilities

- Sterling 7.1 3

- US Dollars 70 3

The US Dollar liability represents the shareholder tean from Chris Anderson which is repayable when employee share options vest, details of which are set
out in note 31, The weighted average period until maturity and the maturity of debt are based on the earliest period on which the options are capable of
vesting, being the best estimate of this information.

{d] Interest rate risk profile of financial assets

The Group’s financial assets, as defined by FRS13: Derivatives and other financial instruments - disclosures, comprise cash and current asset investments
held by Group companies. Their interest rate profile at 31 December 1999 was:

199%
Cash at bank Current asset Fixed asset

andinhand  investments  investments Total

Currency £000 £°000 £000 £'000
Sterling 13,099 - 42 13,141
US Dollars 1.050 1,040 2,403 4,493
Euro 4,791 - - 4,791
At 31 December 18,940 1,040 2,445 22,425
Non interest bearing 1,550 1,040 2,445 5,035
Floating rate 17,390 - - 17,390
At 31 December 18,940 1,040 2,445 22,425

No weighted average information has been disclosed for the non interest bearing assets above as they have no maturity dates. The floating rate assets bear
interest at rates by reference to LIBID or local equivalent.

Details of the fixed asset and current asset investments are set out in notes 9 and 10 respectively.

fel Maturity analysis of financial liabitities
The maturity profile of the carrying value of the Group’s financial lizbilities at 31 December 1999 was as follows:

Other
Deferred financial 1999
Debt consideration liabilities Total
£000 £'000 £000 €000
Within one year, or cn demand 6,793 5 24 4,782
Between one and two years 8,176 240 35 9,151
Between two and five years 29.648 1,146 48 30,862
Qver five years - - 123 123
44,577 2,091 250 46,918
The Group's bank loan of £42,450,000 [gross of unamortised issue costs of £433,000] is repayable in tranches over the next five years.
The maturity profile of the Company’s bank borrowings is as follows:
Debt
£000
Within one year, or on demand -
Between one and two years 5,000
Between two and five years 8,000
Over five years 28,450
42,650
{f] Maturity analysis of undrawn committed borrowing facilities
The maturity profile of those elements cf the Group’s committed borrowing facilities, all of which are at floating rates, and were undrawn at
31 December 1999 is:
1999
Total
£000
Expiring within one year 19,062
Expiring between one and two years -
Expiring in more than two years 25,349
44,411

The amounts shown above are those that would be available after taking into account covenants given in respect of the Group's financial condition.
Availability of these funds is subject to covenants to be met at the time of drawdown and maintained until repayment.
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22, Financial instruments continued

{g] Currency risk disclosure

The table below shows the extent to which Group companies have monetary assets and liabilities in currencies cther than their local currency.
Foreign exchange differences on retranslation of these assets and liabilities are taken to the profit and loss account of the Group companies and
the Group.

Net foreign currency monetary assets/[liabilities)

Cther 1999
Sterting US Dollars Euro currencies Total
£'000 £'000 £000 £000 £000
Functional currency of Group operation:
Sterling - (7,725 2,783 131 (4,811)
Furo (3,147 - - - {3,147
Total [3,147) (7.725) 2,783 131 (7.958)

{h] Fair values of financial assets and liabilities

The following table provides a comparison by category of the carrying amounts and the fair values of the Greup's financial assets and financial tabilities at

31 Decernber 1992. Fair value is the amount at which a financial instrument could be exchanged in an arm’s length transaction between informed and willing
parties, other than a forced or liquidation sale and excludes accrued interest. Where available, market values have been used to determine fair values.

1999 1999

Baok value Fair value
Primary financial instruments held or issued to finance the Group's operations £000 £000
Assets:
Fixed asset investments 2,445 3,037
Current asset investments 1,040 1,902
Cash at bank and in hand 18,940 18,940
Liabilities:
Debt 45,010 45,010
Deferred consideration 2,091 2,091
Other financial liabilities 250 250
Derivative financial instruments held to manage the interest rate and currency profile;
Interest rate swaps - 15

Long term borrowings at book value are shown above gross of £433,000 unamortised issue costs.

The fair value of the fixed and current asset investments reflects the market value of the shares at the balance sheet date.

{il Hedges

As explained in the notes above, the Group’s policy is to hedge the exposure on the sterling term debt using interest rate swaps. The table below shows the
extent to which the Group has off balance sheet (unrecognised] gains and losses in respect of financial instruments used as hedges at the beginning and
end of the year. It also shows the amounts of gains and losses which have been included in the profit and loss account for one year and the extent to which
they will be included in next year's or later profit and loss accounts.

Unrecognised

total net

Gains Losses gainsfllosses}

£000 £000 £000

Unrecognised gains and losses on hedges at 1 January 1999 1,473 (2,944) (1,471)
Change in value from 1 January to settiement (1,072] 2,944 1,872
Arising in previous years included in 1999 as income as ceased to be a hedge {401) - {4011
Arising before 1 January 1999 that were not recegnised in the financial year - - -
Unrecognised gains and losses during the financial year 15 - 15
Unrecognised gains on hedges at 31 December 1999, all of which are expected to be recognised after one year 15 - 15

As part of the Group’s strategy to guard against interest rate exposures on its bank loans pre flotation, the Group entered into two interest swaps:
(il a Sterling swap under which the Group received interest at sterling LIBOR and paid interest at a fixed rate of 6.55%; and

(il 2 French Franc swap under which the Group received interest at FFr LIBOR and paid interest at a fixed rate of 4.44%.

These hedges were terminated after Listing as a result of new banking arrangements being put in place.
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23. Called up share capital

1999
Company
€000
Authorised share capital
200,000,000 Ordinary shares of 1 pence each 2,000
Allotted, issued and fully paid
141,329,137 Ordinary shares of 1 pence each 1,613

The Company’s authorised share capital on incorporation was £1,000 divided inte 1,000 Ordinary shares of £1 each. The Company’s issued share capital on
incorperation comprised two Ordinary shares of £1 each.

On 11 June 1999, the Company's issued and unissued Ordinary shares of £1 each were subdivided into 100 Ordinary shares of 1 pence each. On the same
date, the Company’s authorised share capital was increased from £1,000 to £900,000 by the creation of 70 miltion new ‘A Shares, 19,900,000 new ‘B” Shares
and the existing 200 issued and 99,800 unissued Ordinary shares were redesignated as ‘B’ Shares. In addition, pursuant to a Deed Of Transfer, Novation and
Variation, the issued share capital was increased to 57,761,997 ‘A Shares and 10,040,170 ‘B’ Shares which were issued to the existing shareholders of
Future Publishing Holdings in exchange for their transferring to the Company the entire issued share capital of Future Publishing Holdings, which
comprised 57,761,997 ‘A’ Shares and 10,040,170 ‘B’ Shares in Future Publishing Holdings. Pursuant to the same Deed Of Transfer, Novation and Variation,
warrants issued by Future Publishing Holdings on 24 Aprii 1998 and 18 March 1999, exercisable intc 3,358,260 ‘A" Shares of Future Publishing Holdings,
were hovated to become exercisable into 3,358,260 ‘A’ Shares in the capital of the Company.

On 14 June 1999 the Company, resclved, conditionally upon Admission that:

(il the A’ Shares and 'B" Shares in the capital of the Company were re-designated as one class of Ordinary shares of 1 pence each; and

[ii] the authorised share capital of the Company was increased from £900,000 to £2,000,000, divided inte 200,000,000 Ordinary shares of 1 pence each.

On 25 June 1999 38,000,000 Ordinary shares of 1 pence each in the capital of the Company were allotted and issued fully paid at the flotation price of

385 pence per Ordinary share. On the same date 2,900,263 Ordinary shares of T pence each were allotted and issued fully paid at a price of 3 pence per
Ordinary share and 457,997 Ordinary shares of 1 pence each were allotted and fully paid at a price of 23 pence pursuant to the exercise of those share
warrants novated to the Company pursuant to the Deed Of Transfer, Novation and Variation referred to above,

In addition, on 25 June 1999 the Company issued 27,503,454 Ordinary shares, fully paid, to Chris Anderson in consideration of the acquisition by the
Company of Imagine Media Inc.

Between 25 June 1999 and 31 December 1999, 4,665,256 Ordinary shares were issued by the Cempany pursuant to the exercise of share options granted as
detailed in note 24,

24. Share options The Future Network ple operates seven share option schemes being:

* The Future Publishing Holdings Limited Unapproved Share Option Plan [Future Publishing Holdings Plan’)
* The Future Network plc 1999 Senior Management Scheme [Senior Managerment Scherne’)

» The Future Network plc 1999 International Share Option Scheme [the ‘International Scheme]

« The Future Network Option Plan for Imagine employees ['the 1999 Plan’]

+ The Future Network plc 1999 Approved International Share Option Scheme

* The Future Network plc 1999 Save As You Earn Scheme

» The Future Network plc 1999 Approved Save As You Earn Scheme

» The Future Network plc Employee Benefit Trust

As at 31 Decemnber 1999, options had been granted under four of these schemes, being the Future Publishing Holdings Plan, the Senior Management
Scheme, the International Scheme, and the 1999 Plan. No options had been granted under the remaining schemes.

The Future Publishing Holdings FPlan

The Future Publishing Holdings Plan was provided to grant options to employees who were empioyed by the Future Publishing Holdings Group and grants
were rnade in April, October, December 1998 and April 1999. Since Listing of the Company, no new options have been granted under this plan. Save in
respect of options cver 298,067 Ordinary shares, there are no performance criteria which apply to options granted under this plan. The options over
298,067 Ordinary shares relate to one ernployee and are subject to performance criteria which provide for vesting over a four vear periad dependent an
achieving certain targets relating to advertising revenue.

The Senior Management Scheme

Details of the Senior Management Scheme, which is available enly to Directors and senior managers of the Group, are set cut in the Remuneration
Report on page 39.

The International Share Option Scheme

The International Share Option Scheme is used for the grant of options to all employees in the Group, save for those persons entitled to participate in the
Senior Management Scheme. Options granted under this scheme vest in eight equat tranches, one tranche every six months following publication of the
annual and interim results of the Group, depending on the satisfaction of performance criteria that requires the normalised earnings per share of the
Group to grow by at least 3% per annum above the increase in the Retail Prices Index over the relevant period. This performance test was met for the
period 25 June 1999 to 31 December 1999. Accordingly one-eighth of the aptions granted under this scheme on the date of the Company’s Listing will
vest on the date of the Company’s announcement of annual results.
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24. Share options continued

imagine aptions

Under the imagine Acquisition Agreement (as detailed in note 28 below] stock option and stock appreciation rights holders’ interests in Imagine capital were
converted into new options under a new stock option plan (the 199% Plan’]. All options and stock appreciation rights to purchase shares in the Comman
stock of Imagine were converted automatically [subject to certain conditions which are set out in note 28, into options to purchase Ordinary shares in

The Future Network ple, and the Company has assumed all obligations subject to the 1999 Plan. Conversion was essentially on the same terms and
conditions as those prescribed under the original plans, including vesting criteria. At acquisition in aggregate 4,959,730 Imagine stock options and stock
appreciation rights were outstanding under the criginal plans. These converted to 6,338,659 share options over Ordinary shares in the Company.

Further details are provided in note 28.
The following options and conditional awards over Ordinary shares have been granted and are outstanding at 31 Decernber 199%:

Option Outstanding at Exercised Outstanding at
Earliest date exercise 31 December during Lapsed er 31 December
Date of grant exercisable price 1998 Granted the year cancelled 1999

Future Publishing
Holdings Plan 24.07.98t015.12.98  25.06.99 10 01.04.03 3p 5,739,985 - [2661077) {470,892 2,608,016
01.04.99 75.06.99 to 01.04.03 23p - 1,610,392 (382,083 (48,165) 1,180,144
Totals 5,739,985 1,610,392 (3,043,160 {519,057) 3,788,160
Senior Management Scheme  25.06.99 25.06.02 to 25.06.09 385p - 1.126,83% - (285,714 841,125
Totals - 1,126,83% - (285,714) 841,125
International Scheme 25.06.99 20.03.00 to 20.03.03 385p - 1,359,208 - (89,953) 1,269,255
30.09.99 09.00t003.04 US$10.35 - 47,207 - (5,248} 41,961
291099 09.00t003.04 US$11.70 - 15,864 - - 15,864
30.11.9% 09.00t003.04 US$12.94 - 114,035 - - 114,035
31.12.99 09.00 to 03.04 US$13.766 - 15,305 - - 15,305
Totals - 1,551,619 - 195,199) 1,456,420

Between

The 1999 Plan 250699 25.06.99 to 25.06.04 1p to USE? - 6338659 (1,622,094 - 4,716,563
Totals - 6,338,659 [1,622,096) - 4716563

The number of options outstanding at 31 December 1999 comprise:

Ne. of options

Optiens subject to performance criteria 2,595,612
Other options 8,206,656
At 31 December 1999 10,802,268

25. Share premium account

1999
Company £'000
Premium on shares issued on Listing 145,920
Expenses on issue of shares on Listing (11,492
Prernium on shares issued during the year under share option schemes 1,096
Premium on shares issued to warrant holders 58
At 31 December 1999 135,582

26. Profit and loss account

Group Company

£000 £'000
At 1 January 1999 or incorporation - deficit (4,397 -
Net exchange adjustments [2,011) -
Loss for the period [6,665] (2,599]
At 31 December 1999 - deficit [13,073) (2,599

The Directors have taken advantage of the exemption available under Section 230 of the Companies Act 1985 and not presented a profit and loss account for
the Company alone.
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27. Other reserves

Group Group Group Company
Merger  revaluation Other Group Other
reserve reserve reserves Total reserves
Note £000 £000 [ £'000 £000
At 1 January 1999 or incorporation 804 - - 804 -
Premium on issue of shares 108,211 - - 108,211 -
Deferred consideration 28 - - 18,000 18,000 18,000
Fair value of consideration in respect of the assumpticn of obligations
arising from stock option and stock appreciation rights holders assumed
from the Imagine acquisiticn 28 - - 21,810 21,810 21,810
Reversion of rights pertaining to investments from
departing emnployees] 31 - 376 - 376 -
At 31 December 199% 109,015 376 39,810 149,201 39,810

28, Acquisitions and disposals

Merger of Future Fublishing Holdings Limited with the Company

On 11 June 1999, as part of the Group reorganisation, the shareholders of Future Publishing Holdings exchanged their shares for a like number of shares in
the Cornpany. Details of the transaction are set out in note 23. The transaction has been accounted for using merger acceunting.

Acquisition of the business of the i Mio Castello Group

On 22 March 1999, the Group acquired the publishing business of the Il Mic Group for a total cash consideration of £21,323,000 lincluding associated costs of
£1,394,000). Of this amount, £16,580,000 was payable on completion, £691,000 120 days after completion, £585,000 cn 31 May 2001, and £691,000 on each of
31 May 2002, 31 May 2003, and 31 May 2004. The deferred consideration is stated at fair value below. The purchase is being accounted for as an acquisition.

The provisional fair values of the net assets acquired as at 22 March 1999 are shown below:

Accounting
policy
Bock value alignment Fair value
£000 £000 £000
Intangible fixed assets 19,860 (19,860] ~
Tangible fixed assets 159 - 159
Debtors B - 35
Creditors: amounts falling due within one year (727) - (127
Net assets acquired 19,927 (19,860) 67
Goodwill 20,711
Consideration 20,778
Consideration satisfied by:
Cash 16,580
Deferred consideration (at fair value} 2804
19,384
Associated costs 1,394
20,778

The fair value adjustment arises from the write off of the capitalised value of titles in line with the Group’s accounting policies, as titles are not carried
as separate assets in balance sheet.

The results of the Il Mio Group for the year ended 31 December 1998, and the period from 1 January 1999 to 22 March 1999, and the results of

It Mio Castelle Editore SpA for the period from 22 March 1999 to 31 December 1999 are set out in the table below, translated in each case at the
average exchange rate for the applicable period.

1 January 1998 1 January 1999 22 March 1999
to

to to

31 Decemnber 22 March 31 December

1998 1999 1999

€700 £000 £'o0e

Turnover 14,706 4,129 12,465
Operating profit 2,545 1,136 1811
Profit before tax 2,335 1,083 1,070
Taxation (1,209) (378 (531)
Profit after tax 1,130 707 539
Total recognised gains for the period 1,130 707 939
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28. Acquisitions and disposals continued

Acquisition of Imagine

On 25 June 1999 the Company acquired, by way of merger under US law, the entire issued share capital of [magine, a company solely owned by
Chris Anderson, the Cornpany’s Executive Chairman. The purchase is being accounted for using acguisition accounting.

The aggregate purchase consideration for Imagine [including all rights in relation to outstanding stock options and stock appreciation rights] was satisfied
in full by the issue of 27,503,454 Ordinary shares to Chris Anderson and 6,359,493 aptions to subscribe for shares in the Company, to the holders of option
and stock appreciation rights in Imagine.

The Company was granted an option, exerciszbte at any time an or befere 30 June 2000, to require Chris Anderson to purchase from Imagine the business
and assets of the title Business 2.0. In the event that the Company does not exercise its option it is required to pay Chris Anderson further consideration of
£18,000,000 within 30 days of 1 July 2000. The Company may chaose te satisfy this consideration in cash or by the issue of Ordinary shares {the number of
shares being determined by reference to the average mid-market price per Ordinary share on each of the ten business days immediately prior to 30 June
2000 or on the date of exercise if earlier]. Consequently the deferred consideration is included in other reserves within shareholders’ funds. If the Company
does exercise its option, Chris Anderson will be required to reimburse the Company for the cost of its investment in Business 2.0including the assumption
of net liablities from the date of the Imagine Acquisition to 30 June 2000, and the transfer of any emplayees, plus an amount equal te 20% of that
investment. At present the Company dees not intend to exercise its aption to sell Business 2.0.

The £21,810,000 cost of share options [net of exercise prices| is included in Group other reserves, and will be transferred to the share capital and the share
premium account on exercise of the related options.

Further details of the related party element of the Imagine Acquisition and the assumption of the Irnagine share aption and stock appreciation rights
obligation are set out in note 28 below.

The provisional fair values of the net assets acquired as at 25 June 1999 are shown below:

Accounting
policy

Book value  Revaluations alignment Other Fair value

€000 £0600 £000 £'000 €000

Intangible fixed assets 2,783 - - [2,738]" -
Tangible fixed assets 983 - - - 983
Investrnents 1,356 10,028 - - 11,382
Stocks 2,961 - £18 - 3,379
Debtors 9,607 - - 536 10,143
Cash at bank and in hand 305 - - - 305
Loans (6,206) - - - (6,256)
Other creditors (20,015]) (g4]' - (1,177« (21,288
Provisions - - - (474) [474)
Net assets acquired (8,276) 9,930 418 [3,853) [1,826)
Goodwill 149,217
Consideration 147,31

Consideration satisfied by:

Shares 105,890
Share opticns [net of exercise prices] 21,810
Deferred consideration for Business 2.0 18,000
145,700

Associated costs 1,691
147,391

The assets and liabilities shown above have been translated into Sterling at $1.5885, being the exchange rate at the date of acquisition.

The fair value adjustments comprise:
! The elimination of goodwill held in the books of the acquired business.

? An amount of £10,026,000 in respect of the revaluation of a fixed asset investment al its realisable market value at acquisition, taking into account the lock up period of the investment, and the associated
deferred taxation liability amounting to £94.000 resulting frorn that revaluation.

¥ An amount of £418,000 in respect of the capitatisation of direct cost salaries in work in pragress in respect of magazines published after the date of acquisition.

“The recognition of £121,000 of debtors not refiected in Imagine’s books at the date of acquisition, and the release of £415,000 bad debt and sales returns provisions which were in Imagine’s backs at
acquisition but were found not to be required in the light of actual collection and returns experience, in aggregate amounting te an adjustment of £536,000 to debtors.

% an accrual of £329.000 for seftlement costs in respect of a legal claim which was received by Imagine prior to the acquisition and was settled in full after acquisition in 1999,
# An accrual of £283.000 termination costs in respect of the former President of Imagine who retired through ill health.
7 An amount of £560,000 in respect of unrecorded corporation taxation liabilties prior to acquisition; and

? An accrual of £350.000 in respect of employer taxes and other related taxation liabilities arising on the grant of stack options and stock appreciation rights which were in existence prior to acquisition, and
an accruat of £124.000 in respect of social security and other related taxation liabilities, and for rights pertaining to investments provided to ermployees prior to acquisition. I aggregate these amounted to
an adjustment of £474000 to provisiens for liabilities and charges. Further details of these liabilities are included in note 16,
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28. Acquisitions and disposals continued
The resuits of Imagine for the year ended 31 December 1998, the period from 1 January 1999 to 24 June 1999, and the period from 25 June 1997 to
31 Decemnber 1999 are set out in the table below, translated in each case at the average exchange rate for the applicable period.

1 January 1999 25 June 1999

Year ended o to

31 Decernber 25 June 31 December

1998 1999 1999

£'000 £:000 £'000

Turnover 37,553 20,422 35,076
Operating [loss)/profit (7,663) 13,776) 2.816
(Loss)/profit before and after taxation (7,823) 14,923 4,678
Total recognised losses/gains for the period (7.823) [4,923) 4,628

Other acquisitions
Other business combinations accounted for as acquisitions during the year comprised:

{i10n 1July 1999 the purchase by Future Verlag GmbH, a wholly owned subsidiary of the Company, of the shares of WEKA Censumer Medien GmbH ['WCM]
and the assets relating to the Consumer Media business division of WCM's parent company, WEKA Firmengruppe GmbH & Co. KG.

{ii} On 10 Septernber 1999 the purchase by Future Publishing of the trade and assets of certain titles from Zone Limited.
{iii} The purchase of the trade and assets of Future Musicin the Netherlands from Media Minded CV on 8 December 1999, and
{ivl In Decernber 1999 the acquisition in the US of a closed title and its related subscription liability,

The aggragate provisional fair values of the net assets acquired at the dates of these other acquisitions are shown below:

Accounting
policy
Book value alignment Fair value
£000 £000 £000
Intangible fixed assets 3,490 (3,450} -
Tangible fixed assets 50 {471 3
Stocks 752 21 773
Debtors 2133 - 2133
Cash at bank and in hand 14 - 14
Gther creditors (2,885} - (2,885)
Net assets acquired 3,554 13,516) 38
Goodwill 11,203
Consideration 11,241
Consideration satisfied by:
Cash 11,016
Deferred consideration 5
11,021
Associated costs 220
Total consideration 11,241

The deferred consideration represents the final balance of consideration calculsted by reference to the completion net assets at acquisition.

The fair value adjustments comprise:
' The write off of the capitalised value of titles in line with the Group’s accounting policies.
2 The revaluation of fixed assets in line with the Group’s accounting policies on depreciation; and

¥ The revalualion of stock to take account of the capitalisation of direct cost salaries in werk in progress in respect of magazines published after the date of acquisition.
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28. Acquisitions and disposals continued
Acquisitions arising in 1998
The adjustrents to the fair value of the 1998 acquisitions are set out below:
Fair value as Fair value
previously reported in
reported Other 1999
€000 £000 £:000
Tangible fixed assets 4163 - 4,163
Stock 1.766 - 1,766
Debtors 16,470 - 16,470
Creditors (18,447) - (18,447)
Loans (8,400) - (8,400)
Taxation 4,544 461 (4,083)
Cash 6,181 - 6,181
Net liabilities acquired 2,811) 461 (2,350]
Goodwilt as previously reported 135,324
Revised goodwill 132,974

' As noted in the 1998 financial statements of Future Publishing Haldings the fair values previously reported were provisional. Further information ragarding the level of tax provision required is now
available and. as a resutt, the fair value adjustment of ££41,000 is required,

29. Pensions The Group cperates a defined contribution scheme for employees rasident in the United Kingdom, and a Section 401(K] profit sharing defined
contribution plan in respect of pensions which covers substantially all Imagine employees. No contributions were made by the Group to these plans in 1998
and 1999.

The following information is provided in respect of the pro forma pension cost information:

Prior to the acquisition on 24 April 1998 by Future Publishing Holdings Limited of Future Pubtishing and Edicorp, the ultimate controlling party of
Future Publishing and Edicorp was Pearson ple. Certain employees of Future Publishing and Edicorp were members of a Pearson ple group defined
benefit scheme and a Pearson plc group defined contribution scheme. No pension cost in respect of either schermme was recharged to Future Publishing
or Edicorp during the period from 1 January 1996 to 24 April 1998.

30. Commitments and contingent liabilities

{f} Operating lease commitments
At 31 December 1999 the Group had annual commitments under non-cancellable operating leases as set out below:

Vehicles, Vehicles,
plant and 1999 plant and 1998
Property  equipment Total Property equipment Total
£°000 £'000 £°000 £000 €000 €000

Annuzal commitments under non-cancellable operating leases expiring:

Within one year 742 284 1,026 17 a7 104
Within twao to five years 746 512 1,258 290 m 601
After five years 896 5 701 898 - 898
2,384 801 3,185 1,205 398 1,603

Included in the above table, certain annual aperating lease commitments of subsidiary undertakings have been guaranteed by the Company, the maximum
liability under which amounted to €nil at 31 Decemnber 1999.

i} Other cormnmitrments

Details cf the rights pertaining to certain Imagine employees are set out in note 31.

fiii} Contingent liabilities

At 31 Decermnber 1999, the Company had contingent tiabitities outstanding in respect of counter-indemnities of £3,111,000 and guarantees given by it to the
Group's bankers in respect of amounts outstanding from its subsidiaries under the Group bank facility arrangements.

A number cf trading subsidiaries are defendants in various legal actions. In the cpinion of the Directors, after taking apprepriate legal advice, the likelihood
that such actions would give rise to 2 significant loss is considered remote.
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31. Related party transactions Transactions between Chris Anderson {the Executive Chairman of the Companyl, the Group and related parties.

{3l The Imagine Acquisition
Consideration As set out in nete 28 sbove, on 25 June 1999 the Company acquired the entire issued share capital of Imagine frem Chris Anderson.

To ensure that the Company received the full benefit of the goodwill of the business of Imagine, Chris Anderson undertock ta be bound by certain restrictive
covenants for a period of four vears from 25 June 1999,

In addition, Chris Anderson gave warranties and indemnities, including those with respect to taxation, and made certain representations to the Company, in
respect of the Imagine acquisition, including the transfer of Business 2.0, and an undertaking not to charge, mortgage or otherwise encumber any of the
Ordinary shares issued to him pursuant to the Imagine Acquisition Agreement. No claims have been made to date by the Company under the warranties
or indemnities in the Imagine Acauisition Agreement. The time limit for claims is on or before the expiration of the statute of [imitations under US law in
respect of taxation, and on or before 30 June 2001 in respect of any other matters.

17.5% being 4,813,104 of the consideration shares held by Chris Anderson are held by an escrow agent to satisfy any warranty or indemnity claims under
the Imagine Acquisition Agreement. Chris Anderson remains the legal and beneficial owner of the consideration shares held in escrow. On 25 June 2000 the
number of shares held in escrow will be reduced te 2,750,345 shares, being 10% of the consideration shares , to be released en 25 June 2003.

Any liabilities of the Company under the Imagine Acquisition Agreement, if the Company so elects, are to be satisfied solely by the issuance of Ordinary
shares. No lighilities have been identified under this agreement.

An amount of £236,072 was paid by the Company in respect of professional fees incurred by Chris Anderson an the sale of Imagine to the Company.

Stock option and stock appreciation rights plans Under the magine Acquisition Agreement, Imagine employees holding stock options and stock
appreciation rights could elect to participate in a new stock cption plan {'the 1999 Plan’] in substitution for their existing rights. As a result of certain
ernployees electing not to participate in the 1999 Plan, Chris Anderson acquired their rights to subscribe for 1,341 Crdinary shares in the Company at £4,308.
This option had not been exercised at the year end,

The 1999 Plan also provides that, if an option expires or becomes unexercisable for any reasen without having been exercised in full, such option shall
become available for reallecation between the then remaining participants under the 1999 Plan treating Chris Anderson as an original participant for these
purposes. Chris Anderson has been allocated options over 1,007,481 Ordinary shares with an exercise price of 1 pence per share in respect of leavers during
the period since acquisition to 31 December 1999.

Purchase Option Deed

In order to provide additional consideraticn te Chris Anderson for the sale of imagine, on 17 June 1999 the Executive Directors entered into a purchase
option deed [the Purchase Option Deed’] with certain shareholders of the Company, being the ‘Apax Funds’ and the APIA investors, collectively
together (‘the Institutional Investors’]. The Apax Funds comprise Apax UK VI, Altamir & Cie, Apax France, Apax Germany, APA Excelsior IV, LP., APA
Excelsior IV/Offshore L., and Patricof Private Investment Club, L.P. The APIA investors comprise GE Investment Corperation, Chase Capital Partners,
Worldstar Limited, Private Equity Co-invest Limited, and Continental Casualty Corperation. The Institutional Investors and Chris Anderscn agreed that
Greg Ingham and lan Linkins should participate in any benefit to which Chris Anderson becomes entitled under the terms of the Purchase Option Deed.

Under the terms of the Purchase Opticn Deed each of the Institutional Investors transferred for nil consideration, 4,025,644 Ordinary shares of the Company,
to an escrow agent. Each of the [nstitutional Investors further granted an option {'the Option’) to the Executive Directors conditional upon the aggregate value
of the Ordinary shares calculated over the period 1 January 2000 to 31 March 2000 ('the Earnout Period] exceeding a target market capitalisation value of
£611,000,000 [the Target Market Capitalisaticn’} and exercisable on or before 31 May 200G, to acquire all or a propertion of the shares held in escrow [the
Earnout Shares| for nil consideration.

The number of Earncut Shares required to be transferred shall be equal to one-third of the maximum number of Earnout Shares for each £36,400,000 by
which the market capitalisation exceeds the target market capitalisation determined on a pro rata straight line basis on the excess amount. To the extent
that any Earnout Shares are not transferred to the Executive Directors under the agreement, or if the option is not exercised on or before 31 May 2000, they
shall be transferred for nil consideration to the Institutional Investors in the original proportions provided by them under the agreement.

The aggregate number of Earncut Shares to which each Executive Director shall be entitled shall be equal to the proportions in which the aggregate
number of Ordinary shares were held by each of the Executive Directors immediately prior to the Admission to the Official List of the London Stock
Exchange, excluding all options granted after the date of the agreement, being 30 June 1999. The numbers of Ordinary shares subject to the Purchase
Option Deed in which the Directors were interested during the year are set out on page 39 of the Remuneration Committee report.

The Executive Directors have agreed to indemnify the Cornpany and Imagine in respect of any taxation suffered or incurred by either of them as a result of
this agreement.

Snowbatl.com, Inc. [ Snowball'] fformerly named Affiliation Networks inc) As part of the Imagine Acquisition Agreement, Chris Anderson contributed
$1,100,003 to the capital of Imagine, and procured for The Future Network pic 173,776 shares of Series B-1 preferred stock in the capital of Snowball.
Snowball is an unlisted company incorporated in the United States. Snowball was 46.8% owned by Chris Andersen at the time of the acquisition.

This investrnent has been retained by Imagine throughout the remainder of the year ending 31 December 1999. At 31 December 1999 Chris Anderson
owned 43.5 % of the capital stock of Snowball, and Chris Anderson is the Chairman of Snowball.
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31. Related party transactions continued

On 7 January 1999, Imagine had transferred to Snowball four of its Affiliate Networks and certain assets, comprising debtors amounting to £88,000 and
tangible fixed assets of £191,000. In consideration Imagine received an equity interest in Snowball, comprising, at that time, 659,340 shares of Series A
Preferred and 5,000,000 shares of Series B Preferred stock. The Series B Preferred was subsequently converted into 276,461 shares of Series B-1 Preferred
stack. This interest was retained to satisfy outstanding rights under an employee Imagine Media Supplemental Bonus Plan’ [the Bonus Plan’l. Employees
who were employees of iImagine on the date of transfer were eligible to participate in this plan. The Bonus Plan provides that, in the event Snowball is scid
or listed on a national securities exchange in the United States, each holder who is employed by Imagine at the time of such sale or at the time after such
Listing when Imagine may freely trade its shares shall be entitled to receive a cash payment equal to the value of one share of Snowball stock for each
vested bonus unit. Alternatively, if the shares are listed and are freely transferable, Imagine may elect, if the employee requests, to transfer the shares

in Snowball to such electing employee. Whilst Imagine is the registered owner of the preferred stock in Snowball, the Bonus Plan provides that anly
participating employees wili benefit economically from the value of the aforementioned preferred stock in Snowball. To the extent that bonus units remain
with participating employees they are excluded from the balance sheet of Imagine since there is a corresponding liability to remit a value equal to that
investrment to the employees. The Benus Plan for Imagine employees also prevides that, if a bonus unit does not become redeemable for any reason, such
bonus unit will revert to Imagine, and be capitalised in investments. During the period since acquisition 6,076 bonus units, representing the interest in
Series A Preferred stock in Snowball with an attributed value of $6.33 per share, have reverted to Imagine.

N disposals have been made in respect of the investment in Snowball stock held either by Immagine for its own benefit or on behaif of employees during
the year.

In addition to the equity interest held by Imagine on behalf of certain Imagine employees, in December 1999 Imagine purchased, as legzal and beneficial
owner, 100,000 Series C Preferred stock in Snowball at $10 per share.

At 31 December 199% Imagine held the following investments in Snowball:

{i/ 186,500 at US$ 6.33 per share of Series B-1 Preferred, 100,000 at US$10 per share of Series C Preferred, and 96,076 bonus units at the equivalent of
US$ 6.33 per share of Series A Preferred stock as legal and beneficial owner, which amount is included in fixed asset investments as set out in note 9; and

(i1 263,736 at US$6.33 per share of Series B-1 Preferred stock, and 563,264 at US$4.33 per share of Series A Preferred stock, as legal owner on behalf

of certain Imagine employees.

Certain premises located at Imagine’s offices in San Francisco were sublet to Snowball when the asset transfer was made in January 1999, and at

the same time an agreement was made between imagine and Snowball for the provision of certain services. In respect of this service agreement,

during the year;

{i An amount of £35,326 was payable to Imagine in respect of the services and lease payments made in the period 1 January 1999 te 24 June 1999, and an
amount of £122,094 was payable in respect of the same in the period 25 June 1999 to 31 December 1999,

{iif No amounts were outstanding at 31 December 1999.

{bl The Cross Marketing and Licensing Agreement
0On 17 June 1999, the Group entered into a cross marketing and licensing agreement with Snowball. By mutual consent by all parties it was agreed that the
Cross Marketing and Licensing Agreement would terminate on 29 February 2000, foregeing the six month notice period.

During the period since acquisition:

{i1£40,549 was receivable from Snowball by Imagine in respect of banner advertising procured for the Imagine Websites, and an amount of £23,871 was
payable by Snowball for reimbursement of expenses.

[i] At 31 December 1999, £64,314 was due ta Imagine in respect of these transactions (including foreign exchange adjustments}.

In addition the Group entered into a licensing agreement with Snowbalt in respect of electronic format on websites only, of the content of Total Film and SFX
magazines. The agreement provided that banner advertisernents would be given for these magazines free of charge for up to 250,000 banners per month.
No amounts were payable or receivable under this licensing agreement during the year.

{c] Loan to Imagine from Chris Anderson

Under the terms of the Imagine Acquisition Agreement, the Company assumed the obligations of Imagine under the 1999 Plan and agreed to contribute to
the capital of Imagine, as and when received following flotation, an amount equal in aggregate to the value of all sums actuzally received by the Cermpany
['the Received Exercise Price’} from holders of options held by Imagine employees under the 1999 Plan. Pursuant to a debt satisfaction agreement between
Imagine and Chris Anderson, dated 17 June 1999 {'the Satisfaction Agreement’] Imagine then agreed to pay Chris Anderson, when and as received from the
Company the Received Exercise Price.

The Satisfaction Agreement provided that the sum of £2,513,792, being the net present value of the loan at acquisition, when aggregated with 7% interest
compounded annually over five vears from flotaticn, will equal the maximurm aggregate exercise price of all options under the 1999 Plan [the Exercise
Receivable’]. it was also agreed between the parties that an outstanding unsecured loan which existed prior to acquisition, owed by Imagine to Chris
Anderson [the Anderson loan’] was deemed te be fully satisfied and discharged provided that the terms of the Imagine Acquisition Agreement and the
Satisfaction Agreement had been met, The payments by Imagine to Chris Anderson will be applied first to the interest accrued and cutstanding under the
Anderson loan, and thereafter to the principal. Provided the terms of the Satisfaction Agreement are adhered to, the Anderson ioan will be discharged in full,
notwithstanding the fact that the Received Exercise Price may be less than the Exercise Receivable, when all the opticns under the 1999 Plan existing at the
date of acquisition have been exercised and the Received Exercise Price has been remitted to Chris Anderson.

During the pericd:

{il The balance of the Anderson toan as at 1 January 199 amounted to £5,326,045 (1 January 1998; £2,047,374).

{iif£2,537,974 was repaid to Chris Anderson in the period from 1 January 1999 to 25 June 1999 (1598: £3,309,923 contributed].

{ifij The book value of the Anderson toan at acquisition was £2,992,003 and the fair value of the Anderson loan at acquisition was £2,513,792.

{iv] During the period 25 June 1999 to 31 December 1999 interest accruing at 7% on the Anderson loan amounted to £89,687.

{v/ At 31 Decernber 1999 the net present value of the batance outstanding on the Anderson toan amounted to £2,559,788 including interest and foreign
exchange adjustments.

{vil No repayments to Chris Anderson in respect of the Anderson lean have been made in the period since the acquisition date to the year end.
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fviil The total Exercise Receivable amounts to £3,573.891.

{viiif The Received Exercise Price in the period 25 June 1999 to 31 December 1999 amounted to £860,515. This amount was not paid to Imagine prior to
31 Decermnber 1999, and hence there was no contribution to Imagine’s capital before the year end, nor was this amount remitted to Chris Anderson.

{d] Lease rental of Imagine’s property

Chris Anderson has a personal guarantee over the lease on Imagine premises at 150, North Hill Drive, Brisbane, San Francisco. Lease rentals paysble in
the period from 1 January 1999 to 24 June 1999 [ie in the period prior to acquisition} amounted to £167,566 and for the period 25 June 1999 to 31 December
1992 amounted to £207.247. In 1998 the lease rentals payable amounted to £338,000. No amounts were outstanding in respect of lease rentals payable on
the premises at 31 December 1999 and 31 Decernber 1998,

le) Warrant te purchase shares of Imagine
On 1 April 1998 Imagine granted CMP Media, Inc. a warrant to subscribe 254,124 shares of common stock in Imagine [the CMP Warrant'). On 27 May 1999,
Chris Anderson purchased the CMP Warrant from CMP Media, Inc. for £786,906 and exercised it in full on 2 June 1999,

{f] Consuitancy agreement with Chris Anderson

Under a letter dated 24 Aprit 1998, Chris Anderson was appointed as a consultant to Future Publishing Holdings Limited. He was required to provide
consultancy services on not less than five business days every two calender months but was not entitled to receive additionsl fees for such service,
This agreement was rescinded when Chris Anderson became an Executive Director of the Company, and a letter of appointment was drawn up with
The Future Network ple. Details of his appointment are set out on page 38 of the Remuneration Report.

Transactions between certain cf the Directors and shareholders, and Future Publishing Holdings Limited, a subsidfary of the Company.

{g) Share subscription

On 24 April 1998, the following Directors, who are Executive Directors of The Future Network plc at 31 December 1999, were allotted ‘B’ shares in Future
Publishing Holdings Limited, on terms under which the par value of 1 pence per share was payable within one week of 24 April 1998, and the remaining
99 pence per share fell due on the sale or flotation of Future Publishing Holdings Limited, at which time that company would pay those Directors &
bonus equal to the amaunt outstanding. The bonus amounts are included within those amounts disclosed in the Remuneration Report on page 38.

The number of shares allotted, the amounts paid up in 1998, the premium outstanding during the pericd 24 April 1998 to 8 June 1999, the amounts paid
in respect of the shares in June 1999, and the balance outstanding at the year end zre as follows:

Premium
outstanding Balance
No. of shares in period outstanding at
allotled in 1998 Amounts paid 24 April 1998 Amounts paid 37 December
and at upin 1998 to 8 June 1999 in June 1999 1999
31 December 1998 £ £ £ £
G ingham 95,500 955 94,545 [94,545] -
| Linkins 42,975 430 42,545 {42,545 -

Jane Ingham and Sue Hartley were Directors of Future Publishing Holdings Limited during the pericd 24 April 1998 to [25] June 199%. Jane Ingham is the
wife of Greg ingham. The number of shares atlotted, the amounts paid up in 1998, the premium outstanding during the pericd 24 April 1998 to 8 June 1999,
the amounts paid in respect of the shares in June 1999, and the balance outstanding at the year end are as follows:

Prerium
outstanding Batance
No. of shares in period outstanding at
allotted in 1998 Amounts paid 24 April 1998 Amounts paid 31 December
and at up in 1998 to 8 June 1999  in June 1999 1999
31 Decernber 1998 £ £ £ £
Jlingham 52525 525 52,000 (52,600) -
S Hartley 28,650 286 28364 (28,364) -

{h] Provision of debt finance

{il By sharehoiders Apax Funds Nominees Limited, a connected party of Paul Fitzsimons and Barbara Manfrey, held loan notes [on behalf of Apax VI A-E
and the Future Publishing APIA [P Investors] payable by the Future Publishing Holdings Limited of £33,180,000 which had been issued on 24 April 1998.
The loan notes bore interest at 12% per annum. Interest was payable in April each year at the optien of Future Publishing Holdings Lirited. Any interest
not paid was compounded into the loan note advance. No interest was paid in the period from 24 April to 25 June 1999. The notes were repayable on

the earlier of 30 Aprit 2008, the sale or the flotation of Future Publishing Holdings Lirnited, and were unsecured. On 25 June 1999, the loan note held by
Apax Funds Nominees Limited amounted to £52,428,8%4, including interest of £5,852,953 and on that date it was repaid in full, due to the flotation of
The Future Network plc.

{ii} By Directors Chris Anderson was & Director, and non-executive Chairman of Future Publishing Holdings Limited in the period from 24 April 1998 and
he also held 12.2 % of the shares in that company from 24 April 1998, being the date on which that cornpany acquired Future Publishing and Edicorp.
At 31 December 1998 Chris Andersan held loan nates te a value of £5,904,000. The loan notes bore interest at 12% per annum. Interest was payable in
April each year at the option of Future Publishing Heldings Limited. Any interest not paid was compounded into the loan note advance. No interest was
paid in the period from 24 April to 25 June 1999, On 25 June 1999, the loan note held by Chris Anderson amounted to £8,904,000, including interest of
£1,107,000, and on that date it was repaid in full due to the flotation of The Future Network plc.
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31. Related party transactions continued

{1} Other transactions with Apax

Under the arrangements put in place following the acquisition of Future Publishing and Edicorp by Future Publishing Holdings Limited, Apax Partners & Co
Ventures Limited [Apax Ventures] was entitled to be paid a menitoring fee of £239,000 per annum for the provision of a variety of services and support to
Future Publishing Holdings Limited. The amount payable to Apax Ventures during the year was £115,243 (1998: £171,301). No halances were outstanding in
respect of these amounts at 31 Decernber 1999 or at 31 December 1998.

(il Share eptions and loan notes issued to Gaetano Manti

On the acguisition of the Il Mio Castello business, Gaetano Manti, a Director of Il Mio Castelto Editore SpA, and the vendor of the |l Mio Castelle business
was granted options to subscribe for 53,853 Ordinary shares in Future Publishing Holdings Limited, at a total price of £407,108 and for £1,592,816 12%
unsecured loan notes in Future Publishing Holdings Limited at par. Both options were exercised in full on 18 April 1999, the shares and loan notes being
issued on 20 April 1999 to Eurowoods LLC as nominee for Mr Manti.

{i} Gther transactions with other Directors

Didier Macia, a Director of Future Publishing Holdings Limited, received £4,929,000 (1998 £nil] on settlement of the deferred consideration for the acquisition
of Edicorp by Future Publishing Holdings Limited.

Other related party transactions

{if Directors’ other directorships

Paul Fitzsimons and Barbara Manfrey who are Directors of Future Publishing Holdings Limited at 31 December 1998, are also Directors of Apax Ventures
which is connected with the providers of loan finance throughout 1998, and up to the date of flotation of The Future Networlk plc, on which date the loan
finance was repaid.

Chris Anderson who was a Director of Future Publishing Holdings Limited and is the Executive Chairman of The Future Netwerk plc is also the Chairman
of Snowball. Transactions between the Group and Snowball, Inc are set out above,

{m] Ultimate controlling party

The ultimate parent undertaking and controlling party of Future Publishing Heldings Limited for the period 24 April 1998 to 11 June 1999 was Apax
Partners & Co. Apax Partners & Co. is a connected partnership with Apax Partners & Co Ventures Limited, a company in which Paul Fitzsimons and
Barbara Manfrey are Directors.

{n] inter group transactions

fil Exemnpt transactions Transactions with those subsidiary undertakings where 0% or more of their voting rights are controlied within the Group, and
transactions that are eliminated on censolidation, are not disclosed as provided for in FRS8: Related Party Disclosures.

fiil Transactions with acquired companies prior to acquisition The following transactions occurred between acquired companies and the Group prior to
their acquisition:

An amount of £15,90% was payable to Imagine by Future Publishing in respect of licence arrangements in the period 1 January 1999 to 25 June 1999 prior
to acquisition [for the year ended 31 Decernber 1998: £26,054). Imzgine was acquired by The Future Network ple on 25 June 1999.

An amount of £107,492 was payable by IL Mio Castello SpA in respect of licence arrangements with Future Publishing in the period 1 January 1999 to
22 March 1999 [for the year ended 31 December 1998: £305,458). Il Mio Castello SpA was acquired by a group company on 22 March 1999.

32. Post balance sheet events On 4 January 2000 Future Publishing purchased certain trade and assets, including the websites and titles of Hi-Fi Chaice,
Home Entertainment, Metal Hammer and Classic Rock frorn Dennis Publications Limited.

33. Principal subsidiary undertakings The principal subsidiaries are shown below. A full list of subsidiaries is shown in the Company’s annual return, and all
subsidiaries are included in the consolidaticn. Shares of those companies marked with an * are indirectly owned by The Future Network pic.

Cernpany name Ceuntry of Incorporsation Nature of business Holding % Class of shares
Future Publishing Limited* England and Wales Magazine and

Internet publishing 100 £% Ordinary shares
Future Publishing Holdings Limited England and Wales Holding company 100 1 pence Crdinary shares
Il Mic Castello Editore SpA* Italy Magazine publishing 100 1,000 lre Ordinary shares
Edicorp Publications SA* France Magazine publishing 100 FFR100 Ordinary shares
Imagine Media, Inc. USA [State of California} Magazine and

Internet publishing 100 Not applicable
Future Verlag GmibH* Germany Magazine publishing 100 IDM Ordinary shares




Shareholder information

Analysis of Ordinary shareholders as at 31 December 1999:

Percentage Number Percentage

Number of of total of shares of issued

Range of heldings shareholders  shareholders 000  share capital
1-600 347 26.09 bl 0.06
501-1000 202 15.19 166 0.12
1001-10,000 463 34.81 1,415 1.00
10,001-100,000 189 14.21 6,858 485
100,001 and over 129 9.70 132,799 93.97
Total 1,330 100 141,329 100

Shareholders should contact the Registrars, Lloyds Registrars ple, in connection
with changes of address, lost share certificates and transfer of shares.

For enquiries of a general nature regarding the Company and for Irvester
Relaticns enguiries please contact Jan Linkins at the Group registered office.

Annual timetable

Annual General Meeting

21 June 2000

Half-year results announced

11 September 2000

Half-year results mailed to shareholders

22 Septernber 2000

Unsolicited mail The share register is by law a public document. To limit the
receipt of mail from other organisations, please write to Mailing Preference
Services, Freepost 22, London W1E 7EZ.

Registrars’ address
Lloyds TSB Registrars
The Causeway
Worthing

West Sussex BN9? 6DA

Registered office and group
headquarters

Beauford Court

30 Monmouth Street

Bath BA1 2BW

Auditors
PricewaterhouseCoopers
31 Great George Street
Bristol BS1 5Q0

Brokers

Morgan Stanley Dean Witter
25 Cabot Square

London E14 4QA

Principal Bankers
Paribas

10 Harewaod Avenue
London NW1 6AA

Solicitors

SJ Berwin & Co
227 Grays Inn Road
|_ondon WC1X 8HB

Designed and produced by Radley Yeldar London
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