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REED ELSEVIER COMBINED Results for the year ended 31 December
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This review provides a commentary on the
operating and financial performance of the
Reed Elsevier combined businesses for the
year ended 31 December 2000. In addition,

it describes other financial aspects of the
combingd businesses including taxation and
treasury management and accounting policies.
The review also includes information on the
financial performance and dividends of the
two parent companies and on the finance
activities of the Elsevier Reed Finance BV group.

REVIEW OF OPERATIONS

The combined financial statements encompass
the husinesses of Reed Elsevier plc and Elsevier
Reed Finance BY, together with their parent
companies, Reed International and Elsevier (the
‘Reed Elsevier combined businesses’ or ‘Reed
Elsevier'). Financial information is presented in
both sterting and euros.

Unless otherwise indicated, all percentage
movements in the following commentary refer
to constant currency rates, using 1939 full year
average rates, and are stated before the

amortisation of goodwill and intangibles assets
and exceptional items.

In anticipation of the acquisition of Harcourt
General's STM and Education and Testing
husinesses, the Reed Educational & Professional
Publishing business, formerly reported within the
Legal segment, is now reported separately as an
Education segment, and comparatives have been
restated accordingly. The Scientific segment has
been renamad Science & Medical to refiect
business strategy.

FORWARD-LODKING STATEMENTS

The Reed Elsevier Annual Reports & Financial Statements 2000 contain forward-looking statements within the meaning of Section 27A of the US
Securities Act 1933, as amended, and Section 21E of the Securities Exchange Act 1934, as amended. These staternents are subject to a number

of risks and uncertainties and actual results and events could differ materially from those currently being anticipated as reflected in such forward-
fooking statements. The terms ‘expect’, ‘should be’, ‘will be', and similar expressions identify forward-looking statements. Factors which may cause
future outcomes to differ from thase foreseen in forward-looking statements include, but are not limited to, general economic conditions and business
conditions in Reed Elsevier's markets, custormers' acceptance of its products and services, the actions of competitors, changes in law and legal
interpretation affecting Reed Elsevier's intellectual property rights, and the impact of techinological change.

REVIEW OF OPERATIONS

change
2000 . 1999 2000 1999 at constant
£m £m €m £m CUrencies
Twmnover .
Science & Medical 883 B2 1,137 991 7%
Legal 1,291 1087 1970 . 1652 5%
Education 204 i a3 275 9%
Business 1§87 1470 2,742 2,235 12%
Total 3¥65 - 3,39 5,180 - 5153 9%

Adjusted operating profit .
Science & Medical 257 31 413 351 . 12%
Legat 3y 252 389 428 (19)%
Education aa 34 66 52 15%
Business 264 245 - 33 %
Total 743 792 C 130 1.204 (1%

Adjusted figures, which exclude the amortisation of goodwill and intangible assets and exceplional items, aie presented as additional performance measures.




SCIENCE & MEDIGAL

2000 has been a very successful year for Elsevier
Science. Our results have demonstrated the

good growth momentum in the business and we
have made major progress in the execution of
our sfrategy. We have significantly expanded
ScienceDirect accelerating the migration of our
husiness from print to electronic information
services, and we are now reaching new usage
graups. Qur sales and customer services activities
have been significantly expanded and we have
continued to upgrade our systems infrastructure
o support our growth strategy.

Tumover and operating profit in the Science &
Medical business increased by 7% and 12%

SCIERCE & MEDIGAL SEGMENT

respectively at constant rates of exchange, or 8%
and 12% excluding acquisitions and disposals.
The good sales growth was driven by the stronger
subseription renewals in the year and the
increasing contribution from Internet services. The
previousty adverse subscriber attrition trends were
reversed. Operating margins were slightly higher
reflecting the strong revenue growth, with the
significant increase in lnvestment, in new product
and sales and marketing initiatives, offset by

cost savings in production, distribution and back
office functions.

The customer takeup of the ScienceDirect online
services continues to progress well, ScienceDirect
now covers over 45% of the subscription revenues,
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up from 25% a year ago, and usage is growing
rapidly with more than 15 million page views in
January 2001. Over 1,200,000 scientific articles
can now be retrieved in full text search over the
web. New functionalities and customised web
services for specific user groups, such as
PhysicsDirect, PharmaDirect, and EngineeringDirect,
have been introduced, increasing utility and
relevance and expanding the user base. The
Sciencelirect sales force was doubled and
customer service activities significantly expanded to
capture the market apportunity.

{n addition to the positive impact on subscription
renewals, the Internet services contributed an
additional 2 percentage points to sales growth.

% change
2000 1999 2000 1939 at constant
£m £m €m €m curencies

Turnover
Elsevier Science 582 534 871 812 12%
Medical Businesses 11 - 1ig 166 179 (15)%
. E83 B5% 1,137 991 7%
Adjusted operating profit Py 231 413 351 12%
Operating margin =~~~ 36.4%: 35.4% 36.4% 35.4% 1.0 pts




The new policy on pricing introduced for the 2000
subscription year, moderating increases and the
impact of currencies so as to give more predictahle
journal pricing for customers, atso contributed to
he stronger renewals and hetped the migration
from print to efectronic products.

The breadth of Elsevier Science’s services has
extended through acquisition: to the library
community with Endeavor, the leading provider of
digitat library systems, and to the pharmaceutical
industry through Afferent, with its advanced drug
screening software. in June, the Springhouse

REVENUE BY BUSINESS

Elsevier Science

Medical Business

business, focused on the nursing community,
was soid for $105 million,

The medical publishing and communications
business in 2000 reporied turnover lower by
15% due to the disposal of Springhouse.
Underlying sales were marginally ahead and
operating profits up 22% following reorganisation
of the sponsored communications business and
in France after the weak performance in 1999.
The vear ended with good growth momentum as
the benefit of the sales force expansion began

10 take effect.

TURNOVER
£ sterling -

The outlock for the Science & Medical business
is good. Revenue growth momentum fs strong
with high subscription renewals expected and an
expanding customer base for the ScienceDirect
product. Initiative spending will remain high as
furiher progress is made on customisation,
functionalities and marketing with the increased
investment balanced by further cost savings
expected from the full year effect of savings in
2000 and as new systems go live,
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LEGAL

In 2000, we have made strong progress against
our key strategic priorities. We have launched
new and upgraded Intemet products and services
which have been well received, most importantly
the core research services of lexis.com and
nexis.com for the US legal and corporate/
government markets respectively, We have
significantly expanded our sales and marksting
attivities, and have been building our global
capability and presence through acquisition and
alliance. Qur results have been impacted by this
investment programme, but the progress made
is substantial.

Tumover in the Legal business increased by 5%,
or 3% excluding acquisitions, and operating profit
was down 19%. This reflects the significant step
up in investiment, particotarly at LEXIS-NEXIS,

fo deliver substantially upgraded products and
services, and sales and marketing programmes.
The investment was partly funded by the major
cost savings programme. Operating margins were

correspondingly Jower by 6.2 percentage points at
16.7%, from which they are expected to recover
as the investment pays off. At LEXIS-NEXIS,
turnover excluding acquisitions was up 2% whilst
operating profits were 24% lower.

In the US Legal Markets, online revenues grew 5%
with the second half growth showing a continuing
imprevement over the first. This is partly offset

by tower print and CD-ROM sales as business
migrates online. Online usage is growing
dramatically as customers migrate to the
significantly upgraded functionalities and services
of the lexis.com platform, which now accounts for
more than 65% of searches. The Martindale
Hubbell legal directory business had another
successful year,

The enhanced lexis.com is a truly competitive
product and we continue to add content and
functionality to improve and differentiate our
service. Key content licences were secured
through long term agreements with CCH and

Tax Analysts, both leading publishers of highly
valued tax material, making LEXIS-HEXIS the most
comprehensive online source of tax and
accounting information availabie worldwide.

Case law summaries have now been added fo the
LEXIS-NEXIS federal and state case law collection.
These summaries cover cases since 1995

and we are working aggressively to include

earlier years, having started with those cases
most often accessed.

Particularly encouraging for the future has been
the success in meeting our goal of competitive
parfty in product preference in law schools, where
user preferences are first formed. The most recent
independent market research shows lexis.com

to have parity preference amongst law students,
a substantial improvement from a year ago and
representing an important mitestone.

To meet the needs of US attarneys in small firm
and single-lawyer practices, the lexisONE.com
service was launched with free and fee-based

LEGAL SEGMENT
: % change
2000 1999 2000 1999 at constant
£m £m © £m €m CATENCiES
Turnaver :
LEXIS-NEXIS US 97 . 854 1,553 1,298 4%
LEXIS-NEXIS International 254 233 447 354 1%
1201 R4 1,970 1,632 - 5%
Adjusted operating profit 257 CousD 389 478 9% -
Operating margin ST IhaEs 19.7% 25.9% 6.2 pts




research and legal forms, as well as resources
to help attomeys manage firm business, client
relationships and their careers.

In US Corporate and Federal Markets, Nexis online
revenues grew by 4%, a major turnaround from
the 4% decline seen the previous year, with a
particularly strong second haif. The launch of the
significantly upgraded flagship product, nexis.com,
has been exceptionally well received in the market
and is driving new sales and expansion of existing
customer accounts.

As in US Legal Markets, we are building customised
solutions with cur customers that are both industry
and function specific, eg. insurance, media, sales
support, mergers and acquisitions, business
intetligence etc, that integrate searching across a
customer’s Intranet, LEXIS-NEXIS and other
information sources, including the web. Alliances
with major systems suppliers, such as Siebel and
Verity, have embedded nexis.com in their products
extending our penefration of the business market

LEGAL SEGMENT

REVENUE BY BUSINESS

B LExis-REXIS US
BB LeS-NEXIS International

Across LEXIS-NEXIS the major re-engineering
programme has continued to deliver substantial
cost savings, in excess of $90m, with almost
every area reengineered, including production,

IT, administration and other support services.

In addition to releasing substantial funds for
reinvestment, the re-engineering is making
LEXIS-NEXIS a feaner, faster moving organisation,

LEXIS-NEXIS International businesses outside the
US {formery the Reed Elsevier Legal Division)
reported ternover and epeating profit up 11%
and 1% respectively, or 5% and flat excluding
acquisitions, reflecting solid sales performance
and a significant increase in new product and
marketing investment.

In the UK, the Butterworth Lexis Direct service
has maintained its strong market position with
expanded content and new functionalities, During
the year, customised services were added in
specialist tields, such as Human Rights Direct and
EU Direct, and, in partnership with a leading legal

TURNOVER
£ sterling-

£1,087m

training firm, CPD Direct was launched, providing
online training and professional development.

In France, a major initiative was the [aunch of
the pre-eminent French case law database,
Juris-Data, as an online service.

Acquisitions were also made in the year in US,
UK, Asia and Latin America 1o extend our global
capability. In international Markets, Eclipse in the
UK added a leading publisher in UK employment
law and related fields which is an impartant
growing area of law. In Comporate and Federal
Markets, we acquired the Riskwise group of
companies which provide online identify verification
and fraud-risk solutions for the rapidly growing
e-commerce industry and is an excellent fit with
our existing public record business.

In recognition that our markets and customers are
increasingly becoming global, we took steps to
develop a global product and technology platform
1o serve as an underpinning to link ail of our
individual country offerings, and to ensure that

€ euro

£1,201m
€1,870m
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content available on any Reed Elsevier legal EDUCATION BUSINESS

offering can be delivered to any of our customers Reed Educational & Professional Publishing saw 2000 has seen a good recovery in trading

anywhere else around the globe. We also made revenues and operating profit increase by 9% and performance and major progress on our strategic

the important decision to adopt LEXIS-NEXIS 15% respectively. Rigby, the US supplementary initiatives to accelerate growth. The businesses

as our global brand. This will be implemented business, had a particularly good year with fiave been brought together in one cohesive global

progressively across our intemational markets revenues 37% ahead driven by market share division and the portfolio refocused on fewer,

this year, gains and a very successful launch of the new faster growing sectors through a programme of
Rigby literacy programme. In UK Schools, sales in acquisitions and disposals. We have successfully

The outlook for the Legal business is positive the Primary market were lower than the prior year  launched Internet portals in key sectors, as well as

and improving. The success of lexis.com, and which benefited from exceptional, ring fenced new print magazines and exhibitions. Efficiency

the significantly upgraded sales and marketing government funding for literacy materials. was significantly improved through the major cost

effarts, will start to he reflected in the results In Secondary, however, sales were ¢p 23% on savings programmes, funding in part the substantial

going forward as epportunities are presented strong new publishing programmes addressing increase in investment.

when subscriptions come up for renewal, and as curriculum changes. The Australian schools

ingrained preferences for competitor products are business also performed well. The cutlook for Turnover and operating profit in the Business

overcome, There is now real momentum behind Reed Educational & Professional Publishing segment increased by 12% and 7% respectively

nexis.com, and internationai markets ouside the business remains good. at constant rates of exchange. Excluding

US continue to perform, acquisitions and disposals, the figures were 4%

and 3% respectively. Tumover growth was held

EDUCATION SEGMENT % change

2000 1999 2000 : 1999 at constant
Em £m €m €m currencies

Tumover _ _

Reed Educational & Professional Publishing it B % - 33t 278 9%

Adjusted operating profit _ a0 3 6 52 15%

Operating margin : _ o 16.8% 18.8% 19.8% 18.8% 1.0 pis

REVENUE BY GEOGRAPHIGAL MARKET : TURNOVER
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back by the unfavourable cycling of non-annual
exhibitions and lower revenues in the travel
businesses being sold. Operating margins at
15.8% were 0.9 percentage points lower
reflecting the significant increase in investment,
although this is substantially funded by the cost
saving programme,

Cahners Busingss Information turnover and
operating profits were up 5% and 30%
respectively before the impact of acquisitions. The
Electronics, Supply Chain, Retait and Entertainment
sectors performed particularly well, with
Manufacturing flat and Cahners Travel Group lower,
New product launches in both print and Internet
services added 2% to revenue growth, Operating
margins improved, despite a significant increase

in new product investment, reflecting the major
restructuring programme in the second half

of 1998,

Substantial progress has been made in the last
12 months in the development and execution of
Cabhners Intemet strategy, through launch, altiance
and acquisition. Intemet portals have been

launched in key sectors including Electronics,
Manufacturing, Entertainment, Television and
Telecommunications and in over 15 other sectors
using the e:Logic platiorm. The market
opportunities have been reassessed as clearer
business models emerge and are not considered
as large as first thought. Our portals have,
however, been well received in their markets with
good growth in traffic and growing advertising
revenues. We have reprioritised some of the
Internet investment 10 take account of this. For
instance, within the Manufacturing sector we are
migrating the joint venture with i2 into a more
straightforward licensing arrangement and
refocused the web service on the design,
automation and supply chainflogistics segments of
Manufacturing. The recent downtum in so many
dot.com valuations reinforces the importance

of the strengths that we have in strong brands,
key content and an established customer base.

In May, Cahners made the $300 million acquisition
of UMD Group, a leading international supplier of

information to the construction industry. Combined
with Cahners existing construction magazines and

websites, CMD providss a strong platform from
which to lead the industry in print and onling
information services.

Cahners also acquired, In June for $73 million,
e:logic, a fast growing and leading application
service provider of web development, design
and delivery systems to media and Internet
companies. e:Logic provides Cahners with world
class content management technology and is
accelerating our strategy of building leading
Internet pottals.

At Reed Business Information, tumaver increased
by 11%, or 7% excluding acquisitions, with
stronger growth and market share gains in display
and recruitment advertising in the UK magazines
and in Internet revenues. The Computer,
Personnel, Aerospace and Science sectors
performed particulariy well. Underlying operating
profits were 1% lower, reflecting the major
increase in investment, particularly in
totatjobs.com, the anline recruitment service,
which has a leading position in the UK. Other
initigtives include the 75/25 computerweekly.com

BUSINESS SEGMENT
. % change
2000 1999 2000 1993 at canstant
£m £m €m £m CUITENCIES
Turmover
Cahners Business Information gag 547 1000 824 15%
Reed Business Information 6 743 43 368 11%
Elsevier Business Information 274 276 456 411 11%
Reed Exhibition Companies 358 ) 30T 587 458 - 18%
0AG Worldwide ' el 5 118 124 (19)%
Other bl 48 44
1,572 2,742 2,235 C 12%
Adjusted operating profit 264 433 373 %
Operating margin 18.8% 15.8% 16.7% {0.9) pts




joint venture with InterX to combine RBl's brands,
content and publishing expertise with InterX’s
technical and product data services.

At OAG Worldwide, turnover declined by 19% due
to portfolio rationalisation ahead of its impending
sale and lower sales of the print product.
lnvestment has been significantly increased in
new web products and the 0AG.com and
OAGMobile services were [aunched in the second
half. The sale of the business is well advanced.

At Elsevier Business Information, turnover and
operating profits were up 11% and 5% respectively,
or 7% and 10% excluding acquisitions. Strong
perfortnances were seen across the businesses in
the Netherlands, Belgitim, Spain and France. In the
Netherdands, the Business and Management,
Personnel, Healthcare and Retail sectors were
particulady strong and buoyant advertising demand
was captured with the launch of supplements. EBI's
zibb.nl was successfully launched in the year and is
now a leading general business information portal
in the Netherlands.

BUSINESS SEGMENT

REVENUE BY BUSINESS

n Cahners Business Information
Reed Business Infqrmation
Eisevier Business Information
Reed Exfitition Companies

DAG Worldwide -

The portfolio was extended by the acquisition in
July of the Stammer business in Raly, as part of
the Miller Freeman Europe transaction, and other
acquisitions were made in France, Spain and
Germany. Disposal of the K G Saur reference
business was completed and a number of the non
core Tuition businesses have been, or are in the
process of being, sold.

Turnover at Reed Exhibition Companies increased
by 18% ard operating profit by 19%. As several
major non-annual shows in the UK and US did not
take place in 2000, excluding acquisitions,
revenue grew by 1% and operating profit declined
by §%. This also reflects the significant new show
launch programme, with over 35 new shows
launched, and a significant step up in investment
in show refated websites, of which there are now
over 250. These will provide more accessible and
focused pre and post event setvices, including
contact broking, to exhibitors and attendees.

In July, Reed Elsevier acquired for £360m/€585m
the leading trade exhibition erganiser in Europe,

TURNOVER
£ sterling
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Miller Freeman Europe, with operations in France,
Spain, italy, Germany and Scandinavia. The
portfolio has over 100 shows and 66 related
websites and ingludes prestigious international
and national domestic events across a number

of sectors, including building and construction,
retail, food and hospitality, and environmental
senvices. The post acquisition performance has
been ahead of expectations.

The outlook for the Business segment in 2001 is
positive. lnvestment levels will remain high with
more funding behind a number of successful print
launches and some cutback on Internet spending
1o reflect changes in revenue expectations.

The slowing of the US economy is a concern.
However, it is expected to be manageable as the
momentum across the businesses is strong and
new product revenues are growing. The disposal
of husinesses will affect the reported results,
balanced by a greater contribution from
acguisitions made in the last year and favourable
show cycling at Exhibitions.
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REED ELSEVIER COMBINED BUSINESSES

Profit and loss

The reported profit betore tax for the Reed
Elsevier combinad businesses, including
exceptional items and the FRS10 amortisation of
goodwill and intangible assets, was £192m/€315m,
which compares with a reported profit of
£105m/€160m in 1999. The increase includes
ne favourabie movement in exceptional items
with lower reorganisation costs and the gain

on dispasals of businesses. The reported
attributable profit of £33m/€54m compares with
a reported aftributable lpss of £63m/€95m in 1999.

Turnover increased by 11% &xpressed in sterling
to £3,768m, and by 20% expressed in euros to
€6,180m.

Excluding exceptional items and the amortisation
of goodwill and intangible assets, adjusted
operating profils were flat expressed in steding
at £793m, and up 8% expressed in euros at
€1,301m. Operating margins at 21.0% were 2.4
percentage points below the prior year principally
refiecting the maijor investment programme less

REED ELSEVIER COMBINED BUSINESSES

cost reductions achieved in production, distribution

and support areas. Excluding acquisitions and

disposals and currency transtation effects, revenue

growth was 5% whilst costs increased by 6%.

The amortisation charge for goodwill and
intangible assets amounted to £468m/€768m,
up £95mA€201m reflecting acquisitions made

in

1999 and 2000, and currency transtation effects.

Exceptional items showed a pre-tax charge of

£30m/AE49m, comprising £38mA€63m on

acquisition related costs, £77m/<126m in respect

of the major restructuring programme initiated
in 1999, less £85m/<140m profit on sale of

husinesses. This compares with a net charge on
exceptional items in 1999 of £232m/€352m, of

which £161m/€244m related 1o restructuring.

Net interest expense, at £103m/€169m, was
£21m~E44m higher than in the previous year
principally due to the financing of acquisitions
completed in 2000 and currency translation.
Net interest cover was 8 times.

Adjusted profit before tax, which excludes the
amartisation of goadwill and intangible assets and
exceptional items, at £690m/€1,132m, was 3%
lower than in previous years expressed in sterling,
and 5% higher expressed in euros, or 3% lower at
constant exchange rates.

The effective tax rate on adjusted samings was
slightly higher at 25.9% (1999 25.6%). The
adjustad profit atiributable to shareholders of
£511m/E838m compared to £527m/€801m in
1999, 3% lower at constant exchange rates.

Cash flows, acquisitions, disposals and debt
Reed Elsevier generates significant cash flows as
its principal businesses do not require major fixed
or working capital investments. Capital expenditure
principalty relates to computer equipment and,
increasingly, investment in systems infrastructure
10 suppott electronic publishing activities.

Total capital expenditure in the year amounted to
£144m/€236m, broadly similar to the prior year
level. Depreciation in the year was £118m/
€194m. Working capital requirements are

Change at
- constant
2000 1909 2000 1998 currencies
£m £m €m €mn %
Reported figures -
Turnover 3,768 1% 6,180 5,153 %
Operating profit 710’ 180 344 274 28%
Profit before taxation 1492 Hi) 35 166G 106%
Net borrowings 433 - 1,068 687 1,717
Adjusted figures .
Dperating profit 43 762 1,301 1,204 (1)%
Operating margin % 2% 2% 23%
Profit before taxation aan ity 1,132 1,078 (3%
Operating cash fow 775 789 1271 1,186 (1)%
Operating cash flow conversion 88, G8% 88% 98%
Interest cover (times) 8 i 8 10

Adjusted figures, which exclude the amortisation of goodwill and intangible assets, exceptional items and related tax effects, are presented as additional '
performance measures. :




negative overall, due to the substantial proportion
of revenues received through subscription and
similar advanced receipts.

Adjusted operating cash flow, before
exceptional items, was £775m/€1,271m,
representing a conversion rate of operating profit
into cash flow of 38%, as for 1999,

Free cash flow — after interest, taxation and
dividends but before acquisition spend and
exceptional receipts and payments — was
£334m/€548m compared to £187m/€286m in
1999. The increase in 2000 principally reflects
reduced dividend payments as a result of the
adfustment to dividend policy, and reduced
faxation payments. Net exceptional cash
inflows of £90m/<148m relate to the £153m/
€251m proceeds from sale of businesses,
less exceptional acquisition related costs

and restructuring.

in 2000, acquisitions were made for a total

consideration of £352m/€1,562m, including debt
of £48m/€79m. An amount of £938m/€1,637m

TURNOVER

BY BUSINESS SEGMENT

was capitalised as goodwill and intangible assets.
The 2000 acquisitions contributed £12m/€20m to
adjusted operating profit in the year and added
£33m/€54m to operating cash fiow.

Net borrowings at 31 December 2000 were
£433m/€697m, a reduction of £633m/€1,020m
on the prior year end, which reflected proceeds
from the joint international share offering by Reed
International and Elsevier in November 2000,
together with the free cash flow and exceptional
receipts, less spend on acquisitions.

Gross borrowings at 31 December 2000
amounted to £2,027m/€3,263m, denominated
mostly in US dollars and partly offset by cash
balances totalling £1,594m/€2,566m invested in
short term deposits and marketabte securities.
Approximately 98% of cash balances were held in
sferling, euros and US dollars. A total of 46% of
Reed Elsevier's gross borrowings were at fixed
rates, including £516m/€831m of floating rate
debt fixed through the use of interest rate swaps.
At 31 December 2000, the fixed rate debt had a
vieighted average interest coupon of 6.6% and an
average remaining life of 7.7 years. The net

BY GEOGRAPHICAL MARKET
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interest expense also reflects the interest yield
differentials between the short term investments
and long term fixed rate borrowings.

THE HARGOURT AGQUISITION AND EQUITY
AND DEBT FINANCING

0On 27 October 2000, Reed Elsevier entered into
a definitive agreement with Harcourt General, Inc
{Harcourt) to make a tender offer of $59 per share
of common stock, or share equivalent, for the
entire issued share capital of Harcoust. The offer
values the company at $4.45 billion (£3.10
hillion/€5.37 billion at exchange rates then
prevaifing). Reed Elsevier plc also entered into a
definitive agreement with The Thomsan
Corporation (Thomson} to on-sell, for pre-tax
proceeds of $2.06 bittion, the Harcourt Higher
Education business and the Gorporate and
Professional Services businesses other than
educational and clinical testing.

Foliowing completion of the offer and the on-sale
of businesses, Reed Eisevier will have acquired
Harcourt's Scientific, Technica! and Medical (STM)
business and its K-12 (kindergarten to grade 12)

BY SOURCE
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Schools Education and Testing businesses for an
implied value of approximately $4.5 billion, taking
into account corporate net debt, taxes payable on
the on-sale proceeds and the assumption of gther
corposate liabilities. In the year to 31 October
2000, these businesses had sales of $1.7 billion
(STM $688m, 1999 $633m and Education and
Testing $990m, 1999 $787m), adjusted operating
profits (pre-amortisation of goodwill and intangible
assets) of $371 million (STM $161m, 1999 $138m
and Education and Testing $210m, 1999 $159m),
and net assets of $1.1 bitlion {including $0.7
billion of goodwill and intangible assets) before
corporate net debt of $1.2 billion,

The acquisition and the on-sale to Thomson is
subject to customary regulatory approvals, which
may require some divestment of assets.

In order to fund the acquisition a placing of new
shares in Reed International and Elsevier was
undertaken jointly in November 2000 and new
debt facilities obtained. The placing of new
ordinary shares in the parent companies was

USE OF ABJUSTED OPERATING CASH FLOW

executed through an accelerated bookbuild
process completed on 29 Navember 2000. The
net proceeds of the placing totalled
£1,263m/€2,071m through the issue of 113.7m
ordinary shares in Beed International at 525 pence
per share and 66.26m ordinary shares in Eisevier
at €14.50 per share, including the exercise of
over-aligtment options by the joint bookrunners.
The majority of the proceeds have been hedged
into US dollars.

This amount represented 9.9% of the share
capitals of both parent companies. It is intended
that Reed International should subscribe for
additional R-shares in Elsevier, which represent
the cross-shareholding of Reed International in
Elsevier, 50 as to maintain Reed International's
indirect equity interest at 5.8% on a fully diluted
basis. This will reflect the respective economic
interests of the shareholders of Reed
International and Elsevier in the combined
businesses, represented by the equalisation
arrangements. The equalisation ratio is
unaffected.

. CURRENCY PROFILE — 2000 ADJUSTED PRE-TAX PROFIT

The initiat acquisition funding will be provided by
cash and short term horrowings off commercial
paper programmes or draw down against
committed credit facilities, and potentially by the
assumption of up to $850 million of Harcourt
public debt securities. The facilities include

$6.5 billion of new bank facilities put in place in
Novermber 2000. The on-sale agreement between
Reed Elsevier and Themson has conditions which
in effect mirror the terms of the merger
agreement between Reed Eisevier and Harcourt,
and the on-sale should therefore be completed at
the time of the Harcourt acquisition or shortly
thereafter dependent on the tender offer process.
It is intended that the majority of the short term
horrowings should be refinanced through the
issuance of term debt securities.

The blended financing rate on the debt component
of the funding, inclusive of the Harcourt public
debt which Reed Elsevier may potentially assume,
and the cost of long term debt including interest
rate hedging undertaken, is expected to be
approximately 7.2%.

CURRENGY PROFILE — 2000 NET CASH/BORROWINGS
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Proforma combined net borrowings of the Reed
Elsevier businesses (as at 31 December 2000)
and Harcourt (as at 31 October 2000), and taking
info account the acquisition financing and the
on-sale of businesses ta Thomson, would be
approximately £3.2 billion/€5.2 billion.

TREASURY POLICIES

The beards of Reed International and Elsevier
have requested that Reed Elsevier pl¢ and
Elsevier Reed Finance BY have due regard to
the best interests of Reed International and
Eisevier shareholders in the formulation of
treasury palicies.

Financial instruments are used to finance the
Reed Elsevier business and to hedge transactions.
Reed Elsevier's businesses do oot enter into
speculative transactions. The main risks faced by
Reed Elsevier are liquidity risk, interest rate risk
and foreign currency risk. The boards of the parent
companies agree overall policy guidelines for
managing eath of these risks and the boards of
Reed Elsevier plc and Elsevier Finance SA agree
policies {in conformity with parent company
guidelines) for their respective business and
treasury centres. These policies are summarised
helow and have not changed significantly since
the beginning of 2000.

Funding

Reed Elsevier develops and maintains a range

of borrowing facilities and debt programmes to
fund its requirements, at short notice and at
tompetitive rates. The significance of Reed
Etsevier plc's US operations means that the
majoity of debt is denominated in US doltars and
is raised in the US debt markets. A mixture of
short term and long term debt is utilised and Reed
Elsevier maintains a maturity profile to facilitate
refinancing. Reed Elsevier's policy is that no more
than $1,000m of long term debt should mature in
any 12-month period. In addition, minimum
proportions of net debt with maturities over three
years and five years are specified, depending on
the level of the total borrowings. At 31 December
2000, after taking account of the maturity ot
committed bank faciities that back short term

horrowings, but excluding the committed bank
facilities put in place as part of the financing
amangements for the purchase of Harcourt
General Inc, alt net debt matures beyond two
years, with 64% maturing in the third year, 12%
in four to five years and 24% beyond five years.

Interest rate exposure management

Reed Elsevier's interest rate exposure
management policy is aimed at reducing the
exposure of the combined businesses to changes
in interest rates. The proportion of interest
expense that is fixed on gross debt is determined
by reference to the level of net interest cover.
Reed Elsevier uses interest rate swaps, forward
rate agreements and interest rate options to
manage the exposure.

Foreign currency exposure management
Translation exposures arise on the eamings and
net assets of business operations in countries
other than those of the parent companies. These
exposures are hedged, to a significant extent, by a
policy of denominating borrowings in currancies
where significant translation exposures exist, most
notably US dollars.

Currency exposures on transactions denominated
in a foreign currency are required to be hedged
using forward contracts. In addition, recurring
transactions and future investment exposures may
be hedged, within defined limits, in advance of
becoming contractual. The precise policy differs
according to the commercial situation of the
individual businesses. Expecied future net cash
flows may be covered for sales expected for up
to the next 12 months (50 months for Elsevier
Science subscription businesses up to limits
staggered by duration). Cover takes the form of
foreign exchange forward contracts.

At the year-end, the amount of outstanding forsign
exchange cover in respect of futurs transactions
was £1.7 billion/€2.7 billion, £0.9 billion/

€1.5 billion of which represents translation
hedges for utilisation of the proceeds of the Reed
International and Elsevier equity issues for the
financing of the Harcourt acquisition.

European Economic and Monetary union

On 1 Janvary 1999, the euro was introduced as
the ge facto currency of the 12 European
tountries now participating in European Economic
and Monetary Union (EMU). The Netherlands is a
participant; the United Kingdom is not.

In 2002, the Dutch guilder, like the currencies of
other participants, will be fully replaced by the
euro once notes and ¢oins are substituted. In the
interim, the ewro and the participating currencies
coexist and are ingxtricably linked ty fixed
conversion rates.

The implications for Reed Elsevier businesses
have been low relative to many other muttinational
European companies. Principatly this is because,
with the significant exception of Elsevier Science,
which already publishes global prices, Reed
Elsevier's businesses have limited cross border
frade. The most significant issue, therefore, has
heen the timing of euro based marketing and
invoicing and the transfer 1o euro denominated
business and financial systems. In this respect,
Reed Elsevier businesses have put in place
systemns to accommodate the euro.

ELSEVIER REED FINANCE BY

Structure

Elsevier Reed Finance BV, the Dutch resident
parent company of the Elsevier Reed Finance BY
group (ERF), is directly owned by Reed
International and Elsevier. ERF provides treasury,
finance and insurance services to the Reed
Elsevier plc businesses through its subsidiaries
in Switzerland: Elsevier Finance SA (‘'EFSAY),
Elsevier Properties SA (‘EPSA’) and Elsevier Risks
SA (‘ERSAY). These three Swiss companies arg
organised under ong Swiss holding company,
which is in tum owned by Elsevier Reed

Finance BV,

Activities

EFSA, EPSA and ERSA each focus on their own
specific area of expertise.

EFSA is the principal treasury centre for the
combined businesses. i is responsibie for all
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aspects of treasury advice and support for Reed
Elsevier plg's businesses operating in Continental
Europe and certain other territories and undertakes
foreign exchange and derivatives dealing services
for the whole of Reed Elsevier. EFSA also provides
Reed Elsevier plc businesses with financing for
acquisitions and product development and
manages cash pools and investments.

EPSA is responsible for the exploitation of tangible
and intangible property rights whilst ERSA is
responsible for insurance activities relating to risk
retention.

Major developments

During the year, additional loans t¢ Reed Elsevier
plc businesses in the US of $461m were made, of
which $200m was to finance the acquisition of the
CMD Group. Additional loans to Reed Elsevier plc
businesses in Europe of €425m were made, of
which €413m was to finance the purchase of the
Miller Freeman Europe businesses. To fund this
additional lending and to provide capacity to meet
new lending requests, ERFBV raised $495m by
means of 4 rights issue to which Elsevier
suhscribed and the funds were contributed to
EFSA. Furthermore, EFSA issued a 7-year bond in
the Swiss domestic market, for $300m equivalent.
Additionally, EFSA put in place a US$3.0 billion US
Commercial Paper programme in December, in
anticipation of financing related to the Harcourt
acquisition.

EFSA continued to advise Reed Elsevier plc
businesses an the treasury implications of the
introduction of the euro and all euro transfer
programmes are progressing according {o plan.
EFSA alsoe organised bank tenders in several
European countries, and implemented a number of
cash-pooling arrangements within Europe.

The volume of foreign exchange dealt by EFSA
during 2000 amounted to approximatety

$3.8 billion equivalent. The average balance of
cash under management, on behalf of Reed
Elgevier plc companies, was appraximately
$0.5 hillion.

Liabilities and asseis

At the end of 2000, 87% (1999 93%) of ERF's
gross assets were held in US dolars, including
US$4.3 billion in loans to Reed Elsevier plo
subsidiaries. The eura currency block represented
12% of total assets (1999 5%).

Liabitities included $822m in US doltars and
$423m equivalent in euro currencies, borrowed
under the euro commercial paper programme and
the Swiss domestic bond.




PARENY COMPANIES

Profit and loss account

Adjusted eamings per share for Reed
International were 23.3p, a decline of 5%
compared 1o the previous year, Adjusted eamings
per share for Elsevier were €0.59, an increase of
4%, The difference in percentage change is
entirely attributable to the impact of the
strengthening, on average, of sterling against the
euro in 2000. At constant rates of exchange, the
adjusted earnings per share of both companies
would have shown a decling of 5% over the
previous year,

After their share of the exceptional items and the
charge in respect of goodwill and intangible
assets amortisation, the reported earnings per
share of Reed International after tax credit

equalisation and Elsevier were 1.0p and €0.04,
compared to a loss per share in 1299 of 3.4p and
€0.07, respectively.

The Reed International and Eisevier annual reports
and financial statements are presented on pages
56 to 82.

Dividends

Dividends to Reed International and Elsevier
shareholders are equalised at the gross level,
including the benefit of the UK attributable tax
credit of 10% received by certain Reed
International shareholders. The exchange rate
used for each dividend calculation — as defined in
the Reed Elsevier merger agreement — is the spot
euro/sterling exchange rate, averaged over a
period of five business days commencing with the
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tenth business day before the announcement of
the proposed dividend.

The board of Reed International has proposed a
final dividend of 6.9p, giving a total dividend of
10.0p for the year, the same as for 1999, The
boards of Eisevier, in accerdance with the dividend
equalisation arrangements, have proposed a final
dividend of €0.19. This results in a total dividend
of €0.28 for the year, 4% higher than in 1999.
The difference in percentage growth is attributable
to currengy movements.

Dividend cover for Reed Intemational, using
adjusted earnings, was 2.1 times. For Elsevier, the
adjusted dividend cover was 2.1 times. Measured
for the combined husinesses, dividend cover was
2.1 times compared with 1999 at 2.3 times.

PARENT GOMPANIES :
Reed Intemational Elsevier
2000 1939 i % 2000 1999 %
£m £m change €m €m change

Reported profit/ioss) attributable 11 59 . 27 {48}
Adjusted profit attributable pAH 7 (3% 418 401 4%
Average exchange rate €: 184 1.64 1.52
Reporied earnings/{loss) per share 1.8 €0.04 .07
Adjusted earnings per share 253 (5)% £0.59 €0.57 4%
Dividend per share 10408 - €0.28 £0.27 4%

The results of Reed International refiect its shareholders’ 52.9% econamic interest in the Reed Elsevier combined husinesses. The results of Elsevier reflect
its shareholders' 50% economic interest in the Reed Elsevier combined businesses. The respective economic interests of the Reed International and Eisevier

sharehplders 1ake account of Reed International’s interest in Elsevier, Both parent companies equity account for their respective shares in the Reed Elsevier
combined businesses. g




Chartered Accountants in England & Wales (the
Turnbulf Report), the boards of Reed Elsevier ple
and Elsevier Reed Finance BY have implemented
an ongoing process for identifying, evaluating

and managing the material risks faced by their
respective businesses. This process has been in
place throughout the year ended 31 December
2000 and up 1o the date of approval of the Annual
Reports and Financial Statements.

Reed Elsevier plc

Reed Elsevier plc has an established framework of
procedures and intemnal controls, which is set out
in & group Policies and Progedures Manual, and
with which the management of each business is
required to comply. Group businesses are required
to maintain systems of intemal control, which are
appropriate to the nature and scale of their
activities and address all significant operational and
financial risks that they face. The board of Reed
Elsevier plc has adopted a schedule of matters
which are required to be brought to it for decision.

Each business group has identified and evaluated
its major risks, the controls in place to manage
those risks and the level of residual risk accepled.
Steps continue to be taken to embed risk
management and control further into the
operations of the business and to deal with areas
af improvement which come to management and
Board attention. The major risks identified include
the protection of IT systems and data, challenges
fo inteltectual property rights, management of
strategic and operational change, evaluation and
integration of acquisitions, and recruitment and
relention of personnel. The major strategic risks
facing the Reed Elsevier pl¢ businesses are
considered by the Strategy Commiittee, Litigation
and other legal matters are managed by legal
directors in Europe and the United States.

The Reed Elsevier plc Audit Committee receives
regular reporis on the management of matenal
risks and reviews these reports with executive

management. The Audit Committee also receives
regutar reports from both internal and external
auditors on intemal control matters. In addition,
each Business Group is required, at the end of the
financial year, to review the effectiveness of its
internal controls and report its findings on a
detailed basis to the management of Reed Elsevier
pl. These reports are summarised and, as part
of the annual review of effectiveness, submitted
to the Audit Gommittee of Reed Elsevier ple.

The Chairman of the Audit Committee reports

to the board on any significant internal control
matiers arising.

Elsevier Reed Finance BV

Elsevier Reed Finance BV has established policy
guidelines, which are applied for all Efsevier Reed
Finance BY companies. The boards of Elsevier
Reed Finance BY have adopted schedules of
matters which are required to be brought to them
for decision. Procedures are in place for
manitoring the activities of the finance group,
including a comprehensive treasury reporting
system. The intemal control system of Elsevier
Reed Finance BY is reviewed each year by its
external auditors.

Annual review

As part of the year end procedures, the hoards of
Reed International, Elsevier, Reed Elsevier ple and
Eisevier Reed Finance BV have reviewed the
effectiveness of the systems of internal control
during the last financial year,

RESPONSIBILITIES IN RESPECT OF THE
FIRANCIAL STATEMENTS

The directors of Reed International, Elsevier, Reed
Elsevier plc and Elsevier Reed Finance BY are
required to prepare financial statements as at the
end of each financial period, which give a true and
fair view of the state of affairs, and of the profit or
loss, of the respective companies and their
subsidiaries, joint ventures and associates. They

are responsible for maintaining proper accounting

records, for safeguarding assets, and for taking
reasonable steps to prevent and detect fraud and
other inegularities. The divectors are also
responsible for selecting suitable accounting
policies and applying them on a consistent hasis,
making judgements and estimates that are
prudent and reasonable.

Applicable accounting standards have been
followed and the Reed Elsevier combined financial
statements, which are the responsibility of Reed
International and Elsevier, are prepared using
accounting policies which comply with boih UK and
Dutch Generally Accepted Accounting Principles.

GOING CONCERN

The directors of Reed International and Elsevier,
having made appropriate enquiries, consider that
adequate resources exist for the combined
businesses to continue in aperational existence for
the foreseeable future and that, therefore, it is
appropriate to adopt the going concern basis in
preparing the financial statements.




Remuneration Commitiee

This report has been prepared by the Remuneration Committee of Reed Elsevier plc and approved by the boards of Reed International and Elsevier.

The Remuneration Committee is responsible for recommending to the board the remuneration (in all its forms), and the terms of the service contracts and ail
other terms and conditions of employment of the executive directors. The committee also provides advice to the Chief Executive Officer en major policy issues

affecting the remuneration of executives at a senior level below the board. The committes draws on external professional advice as necessary in making its
recommendations.

The Remuneration Committee, which is chaired by Dr Rolf Stomberg, consists wholly of independent non-executive directors: John Brock, Roelof Nelissen and
Rolf Stomberg.

Remuneration of non-executive directors

The remuneration of the non-executive directors is determined by the board with the aid of external professionat advice.

The non-executive directors remuneration consists only of fees.

Compliance with the hest practice provisions

In designing its perfermance-related remuneration policy, the Remuneration Committee has complied with Schedule A of the Combined Code, appended to the
tisting Rules of the UK Finangial Services Authority.

In relation to disclosure of directors’ remuneration, Reed International, a UK company listed on the London Stock Exchange, has complied with Schedule B of the
Combined Code, appended to the Listing Rutes of the UK Financial Senvices Authority.

Remunetation policy

In determining its policy on senior executive remuneration, including the directors, the committee’s principal objective is 1o attract, retain and motivate people of

the highest calibre and experience needed to execute the strategy and deliver shareholder vatue in the context of an ever more competitive and increasingly
global employment market.

The Committee also has regard to, and balances as far as is practicable, the following objectives:

(i) to ensure that it maintaing a competitive package of pay and benefits, commensurate with comparable packages available within other muttinational
companies operating in global markets and, where appropriate, reflecting local practice operating within the country in which an individual director is based;

{ii) to ensure that it encourages enhanced performance by directors and fairly recognises the contribution of individuat directors to the attainment of the results

of the Reed Elsevier plc group, whilst also encouraging a team appreach which will work towards achieving the long-term strategic objectives of the Reed
Elsevier plc group;

{iii) to link reward to indlvidual directors’ performance and company performance so as to align the interests of the directors with the shareholders of the parent
companies.

The remuneration of executive directors consists of the following elements:

* Base salary, which is based on comparable positions in businesses of similar size and complexity. Salarles are reviewed annually by the Remuneration

Committee.

A variabte annual cash bonus, based on achievement of specific realistic but stretching financial and individual performance-related targets. Targets are set
at the beginning of the year by the Remuneration Committee. The maximurn potential bonus for the European Directors is 50% of basfc salary. The maximum
potential bonus payable to a US based director is 90% of basic salary.

Share options, where the directors and other senior executives are granted options annually over shares in Reed International and Elsevier at the market
price at the date of grant. The Remuneration Committee approves the grant of any option and sets performance conditions attaching to options.

Alonger-term incentive arrangement (*LTiP") under which a one off grant of options of 20 times salary has been made during the year. The LTiPs were
granted at market value at the date of grant, and are exercisable after 5 years, subject to the achievement of highly demanding performance conditions.

Post-retirement benefits, which comprise only pensions, where Reed Elsevier plc group companies have different retirement schemes which apply

depending on local competitive market practice, length of service and age of the director. The only element of remuneration which is pensionable is
base salary.




Service contracts
Each of the executive diractors has a service contract, the notice periods of which are described below:

{i} M H Armour was appointed a director in July 1996 and bhis service contract provides for a notice period of twenty four months.

{iiy C H L Davis was appointed a director in September 1999. His service contract provides for a notice period of twelve months. In the event of loss of
employment on a change of control before 1 September 2002, twelve months’ salary would be payable to C H L Davis in addition to any other sums payable
on termination.

(iiiy B J Haank was appointed a director in November 1999, His service contract, which is subject to Dutch law, provides for six months’ notice and, in the event

of termination without cause by the company, eighteen months’ salary and employer’s pension contributions would be payable by way of liquidated
damages.

(iv) A Prozes was appointed a director in August 2000. His service contract, which is subject to New York faw, provides that, in the event of termination without
cause by the company, prior to & July 2001, twenty four months' base salary would be payable and, thereafter, twelve months’ bage salary.

(¥} G J Avan de Aast was appointed a director in December 2000 and his service contract provides for a natice period of twelve months.
The notice periods in respect of individual directors have been reviewed by the Remuneration Committee. The committee believes that as a general rule for
future contracts, the initial notice period should be up to twenty four months, reducing to twelve months, and that the directors should, subject to practice within

the country in which the director is based, be required to mitigate their damages in the event of termination. The committee will, however, have regard to lecal
market conditions so as to ensure that the terms offered are appropriate to recruit and retain key executives operating in a global business.

The non-executive directors do not have service contracts.
External appointmenis

Executive directors may, subject fo the approval of the Chairman and the Chief Executive, serve as non-executive directors on the boards of up fo two non-

associated companies and may retain remuneration arising from such non-executive directorships. The committee believes that the Reed Elsevier plc group
benefits from the broader experience gained by executive directors in such appointments.

Emoluments of the directors

The emoluments of the directors of Reed Elsevier pic {inciuding any entitiement to fees or emotuments from gither Reed international, Elsevier or Eisevier Reed
Finance BV} were as follows:

a) Aggregate emoluments

2000 €000
2000 1999 2000 1899
Salaries and fees 058 2505 3,3 3,308
Benefits 85 Hi 108 164
Annual performance-related bonuses #4435 412 1,368 626
Pension contributions e 470 1,289 723
Pension to former director 750 14 a3t 325
One-off bonuses 461 pryd 757 4
Compensation and payments in respect of former directors sa1® 9539 5,280
Total 5827 8,243 11,347
b) individual emoluments of executive directors . .
Salary  Benefits Bonuses Total 1099 Salary Benefits Bonuses Total 1999
M H Armour 885,007 1RB4ET 166,705 sTeSB4R 300303 631,403 36893 273388 935690 593,565
C H L Davis (from 1.9.1999) FEOO00 24,422 328425 LI02547  534.15B 1,230,600 40,352 538,125 1,808,177 811,920
D J Haank ifram 15,11.1999) 2047 161807 245,148 33825 385,713 13187 167,127 566037 51,430
0 Laman Trip (until 30.6.2000) 11335 B805 13sy7e¢ 200118 143,716 18,588 60,360  222,865“ 313,2%6
A Prozes {from 7.8.2000 2645 02237  S0R547 399579 4344 1,086,093 1490018 -
G J A van de Aast (from 6.12.2000) 1,281 - 28,2384 - 44,416 2100 - 46516 -
Salaries, benefits and honuses
of former directors 1788600 2.619.508"
LO80MB 2BET S 5,069,101 4,389,720

Taking into account gains of £ nil (Enil) on the exercise of share options, C H L Davis was the highest paid director in 2000.

(y O Laman Trip ceased to be a director on 30 June 2000 and, as compensation for termination of his service agreement, received a payment representing two

years' salary and an ameount equal to two years’ employer's pension contributions plus certain other benefits, the aggregate amount of which was £581,342
(£953,400).

(i) Details of salaries, benefits and bonuses of and compensation payments to former directors in 1999 are set out in the Remuneration Committee report of
that year.
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¢) Recruitment of directors

A Prozes was appointed Chief Executive Officer of Reed Elsevier ple’s global Legal businesses in July 2000 and a Director of Reed International and Reed
Elsevier plc with effect from 7 August 2000. Mr Prozes's base salary is US$800,000 per annum. In accordance with the terms of his service contract, Mr Prozes
received in respect of 2000, in addition 1o his performance related bonus of £200,361 (€329,412), a bonus of £461,391 {£756,681) as compensation for loss
of bonus from his previous employment. Target bonus for 2001 will be 72% of base salary.

Options were granted to Mr Prozes in August 2000 under the Reed Elsevier plc Executive Share Option Scheme over shares in Reed international and Elsevier
with an aggregate option price of four times base salary, Options over shares in Reed Intemational and Eisevier with an aggregate option price of twenty times
base salary were also granted under the terms of the Reed Elsevier plc Senior Executive Long Term Incentive Scheme. Mr Prozes was also granted nil cost
options, as compensation for stock option gains forfeited upon leaving his previgus employment, over 60,507 ordinary shares in Reed Intemnational and 42,120
ordinary shares in Eisevier. The terms of such options provide that they shall become exercisable over three years in equal tranches on each anniversary of the
commencement of employment, provided Mr Prozes has not voluntarily terminated, or given notice to terminate, his employment priar to such date,

G J A van de Aast was appointed Chief Executive Officer of Reed Elsevier pic's global Business to Business businesses in December 2000 and a Director of Reed

International and Reed Elsevier pk with effect from 6 December 2000, Mr van de Aast's base salary is £325,000 per annum, Target bonus for 2001 will be 40%
of base salary.

Options were granted to Mr van de Aast in December 2000, under the Reed Elsevier plc Executive Share Option Schieme, over shares in Reed International and
Elsevier with an aggregate option ptice of two times base salary. Options over shares in Reed International and Elsevier with an aggregate option price of twenty
times base salary were also granted under the terms of the Reed Elsevier pic Senior Executive Long Term Incentive Scheme.

Further details of the number of options, the option prices and the exercise periods are contained in the note under Share Options below.
d) Pensions

The Remuneration Commitiee reviews the pension arrangements for the executive directors to ensure that the benefits provided are consistent with those
provided by other multinational companies in its principal countries of operatian,

The paolicy for executive directors based in the United Kingdom is to provide pension benefits at a normal retivament age of 60, eguivalent to two thirds of base
salary in the 12 months prior to retirement, provided they have completed 20 years' service with the Reed Elsevier plc group or at an accrual rate of Vagth of
pensionable salary per annum if employment is for less than 20 years. The target pension for G H L Davis at normal retirement age of 60 is 45% of base salary
in the 12 months prior to retirement. tn 1989, the Infand Reventee introduced a cap on the amount of pension that can be provided from an approved pension

scheme. M H Armour's, G J A van de Aast's and C H L Davis's pension bensfits will be provided from a combination of the Reed tlsevier Pension Scheme and
the company’s unapproved, unfunded pension arrangements.

D J Haank is a member of the Dutch pension scheme, and his pension at normal retirement age of 60 will be up to 70% of his final annual salary.

The target pension for A Prozes, a US based director, is 1US$265,000 per annum, which becomes payable on retirement only if he completes a minimum of
7 years' service. This pension has no associated contingent benefits for a spouse or dependants, and will be reduced in amount by the value of any other
retirement benefits payable by the company or any former employer, other than those attributable to employee contributions.

The pension arrangements for all the directors include Hfe assurance cover whilst in employment, an entitlement to a pension in the event of ill health or
disability and, except in the case of A Prozes, a spouse’s and/or dependants’ pension on death.

The increase in the transfer value of the directors’ pension, after deduction of contributions, is shown below:

£ €
Trangfer valua Transfer value
Increase in increase after Increase in increase after
acerued annual Total accrued deduction of accrued annual Total accrued deduction of
pension during annual pension directors’ pension during annuat pension directors’
the period as at 31.12.2000* contributions the period as at 31.12.2000* contributions
M H Armour 15611 75801 2449 830 25,602 124,478 409,229
G HL Davis 35,800 47167 BB5,827 58,886 77.346 1,061 956
D J Haank G247 7h814 38567 15,165 124,335 64,880
0 {.aman Trip 7472 370584 {07.35% 11,762 50,768 178,067
A Prozes - - -
G J A van de Aast 820 ezn 13,075 1,508 1,508 21,443

* Date of leaving service if prior to 31 December 2000.

The transfer value increase in respect of individual directors represents a liability in respect of directors” pension entittement, and is net an amount paid or
payable to the director.
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€) Individual emoluments of non-executive directors

£ €
Thousands 2000 2000 1999
J F Brock (from 15.4.99) 34,790 $6,120 41,338
R J Nelissen {from 15.4.99) 36,302 56,258 45 960
§ Perrick 34,304 56,258 66,166
R W H Stomberg 34,200 56,120 53.595
M Tabaksblat 168,202 275,851 190421
[ G C Webster 34,220 56,120 106,795

Aggregate emoluments of former direciors

3 127,005
3047 415278 856,727  B31.220
M Tabaksblat was appointed Chairman of Reed Elsevier plc and Reed International, and Chairman of the Supervisory Board of Elsevier in April 1999. Fees in
respect of Mr Tabaksblat were pait to Unitever NV until May 1999 at which point he retired from Unitever.

The emoluments of D G C Webster in 1999 included an additional fee payable to him to reflect the significant additional duties he undertook during that year,
including those arising from his appointment as non-executive Chairman of Reed Elsevier pl¢ during the period August 1998 to April 1999,
Share options

Executive directors have been granted Options over Reed International and Elsevier shares.

Options over shares in Reed International and Elsevier have been granted under the Reed Elsevier pic Executive Share Qption Scheme, in which executive
directors and other senior execulives pasticipate. The scheme grants options at the market price at the time of orant, which are normally exercisable between
three and ten years from the date of grant. Since 1999 all executive share options have been granted subject to the performance condition that the compound
growth in the average of the Reed International and Elsevier adjusted EPS (i.e. before exceptional items, amortisation of goodwill and intangable assets and UK

tax credit equalisation) in the three years immediately preceding vesting must exceed the compound growth in the average of the UK and Dutch retail price
indices by a minimum of 6%.

Grants have #iso been made over shares in Reed International under the Reed Elsavier pic UK SAYE Scheme, in which ail eligible UK employees are invited to

participate. The SAYE Scheme grants options at a maximum discount of 20% to the mariket price at the time of grant, which are normally exercisable after the
expiry of three or five years from the date of grant.

The terms of the Reed Elsevier plc schemes have been approved by the shareholders of Reed Intermnational. At the Annual General Meeting in April 2000, Reed

International shareholders approved changes to the rules of the Executive Share Option Scheme to remove the limit on the number of options that any executive
may hold at any one time of four Yimes remuneration.

Under arrangements for Dutch hased executives, options to subscribe for Reed International and Eisevier shares have been granted to members of the Elsevier
Executive Board and to other senior executives. Prior to 1999 options were granted at the market price at the time of the grant and were exercisable for a
period up to five years from the date of grant. Following the introduction of new tax laws in the Netherlands, the committee decided that Dutch based directors
and senior executives granted options during 1999 could elect to take either a five year option at an option price representing a premium of 26% to the market
price, or a ten year option at market price, or a combination of bath. No grants under such arrangements have been made since 1939 and all executive share
options are now awarded through the Reed Elsevier plc Executive Share Option Scheme.

Longer term incentives

Options over shares in Reed International and Elsevier have been granied during the year under the Reed Eisevier plc Senior Executive Long Tetm Incentive

Scheme (“LTIP"). Implementation of the LTIP was approved by shareholders of Reed International and Elsevier at their respective Annual General Mestings in
April 2000.

The terms of the LTIP permitted a ane off grant of options over Reed International and Elsevier ardinary shares, up ta an aggregate value of 30 times salary, ta
be made to executive directors and a limited number of key executives. Grants have been made to existing management as well as individuals recruited during
the year, regarded as key executives responsible for reshaping the business, executing the strategy for growth announced in February 2000 and producing a

sustainable improvement in shareholder value. All grants under the LTIP were approved by the Remuneration Committeg, and the maximum grant to any one
individual represented an aggregate value of 20 times salary.

Participants in the LTIP are required 4o build up a significant personal shareholding in Reed International and/or Eisevier. At executive director level, the
requirement is that they should own shares equivalent to 11/z times salary, to be acquired over a reasonable period.

An option under the LTIP may only be exercised during the period 1 January 2005 and 31 December 2005, and then only if the performance targets have
heen satistied.

The first performance condition requires the achievement of 20% per annum total shareholder retum (“TSR”) over three years from a base point of 436.5p per
Reed International share and €10.73 for an Elsevier share, being the respective share prices on 2 May 2000. In the event that the required TSR performance is

not achieved in the initial three year period, the TSR target will be extended 1o a maximum of five years with a corresponding increass in the growth
requirement over such extended perforimance period.




The second performance condition requires participants to achieve individual business unit targets over the three financial years 2000-2002,
If the performance targets are not achieved, the entire option will lapse.

At the date of this Report, the Remuneration Committee had granted options to 36 participants over 14,370,866 Reed intemational ordinary shares and
10,059,317 Elsevier ordinary shares. In the event that the LTIP conditions are met in full, the total combined shareholder retumm during the first three year

performance period would be approximately £5,913 miilion (€9,520 miltion} and the participants will achieve an aggregate gain of approximately £74 million
(€119 million), which is 1.2% of the combined total sharehalder return.

Details of options held by directors in the ordinary shares of Reed International and Elsevier as at 31 December 2000, and movements during the period are
shown below:

Over shares in Reed Intermational
Granted

1 January during the Option 31 December
2000 year price 2000 Exercisable
M H Armour — Executive Scheme 59,600 AD0.75p 59,600 2001-2005
30,000 585.25p 30,000 2001-2006
52,000 565.75p 52,000 2001-2007
66,900 523.00p 66,900 2001-2008
33,600 537.50p 33,600 2002-2009
88,202 436.50p 88,202 2003-201Q
—-LTIP 882,016 436.50p 882,016 2005
— SAYE Scheme 3,924 430.00p 3,924 2004
Total 246,024 970,218 1,216,242
C H L Davis — Executive Scheme 160,599 467.00p 160,599 2002-2009
80,300 467.00p 80,300 2003-2003
80,300 467.00p 80,300 2004-2009
171,821 436.50p 171.821 2003-2010
- Nil cost optiens 535,332 Nif 535,332 2002
-0 1,718,213 436.50p 1,718,213 2005
~ SAYE Scheme 5019 336.20p 5,019 2005
Total 856,531 1,895,053 2,751,584
D J Haank - Executive Scheme 18,498 677.25p 18,498 2001-2004
18,497 537.50p 18,497 2001-2009
51,368 436.50p 91,368 2003-2010
—-Lmp 513,680 436.50p 513,680 2005
Total 36,295 565,048 602,043
AProzes - Executive Scheme 188,281 566.00p 188,281 2003-2010
—LTIP 941,406 566.00p 941,406 2005
B - Nil cost options 60,507 Nil 60,507 2001-2003
; Total 1,190,194 1,190,194
‘3 G J A van de Aast — Executive Scheme 50,940 638.00p 50,940 2003-2010
j - 509,404 638.00p 509,404 2005
2 Total 560,344 560,344

* On date of appointrent if after 1 January 2000

The middle market price of a Reed International ordinary share during the year was in the range 390.75p to 700.00p and at 31 December 2000 was 700.00p.




Over shares in Elsevier

firanied Exercised Market

1 Janyary during the Option during the price at 31 December
2000 year price year erercise date 2000 Exercisable
M H Armour — Executive Scheme 20,244 €13.55 20,244 2002-2009
61,726 €10.73 61,726 2003-2010
- P 617,256 €10.73 617,256 2005

Total 20,244 ©578,982 699,226
C H L Davis — Executive Scheme 95,774 €12.00 95,774 2002-2009
47,588 €12.00 47 688 2003-2009
47,888 €12.00 47,888 2004-2009
120,245 €10.73 120,245 2003-2010
-~ LTIP 1,202,446 €10.73 1,202,446 2005
— Nil cost options 319,250 Nil 319,250 2002

Total 510,800 1,322,691 1,833,491
D J Haank — Executive Scheme 35,000 €11.83 35,000 2001
30,000 €14.11 30,000 2001-2002
30,000 €15.25 30,000 2001-2003
10,926 €17.07 10,926 2001-2004
10,925 €1355 10,925 2001-2009
35,949 €10.73 35,949 2003-2010
~ [TH? 359,485 €10.73 359,485 2005
— Convertible Debentures 9,540 14,364 3,0000 €15.56 5,540 20012002

Total 126,391 395,434 3,000 518,825
AProzes  — Executive Scheme 131,062 €13.60 131,062 2003-2010
- LTIP 655,310 €13.60 655,310 2005
- Nil cost options 42320 Nil 42120 2001-2003

Total 828,492 828,492
G J A van de Aast — Executive Scheme 35,866 €14.87 35,866 2003-2010
~LTIP 358,658 €14.87 358,658 2005

Total 394,524 394,524

* On date of appointment if after 1 January 2000

{i} Average price

{fi) Retained an interest in 3,000 shares

The market price of an Elsevier ordinary share during the year was in the range €9.30 to €16.07 and at 31 December 2000 was €15.66.

The aggregate notional pre-tax gain made by the directors on the exercise of Reed International and Elsevier share options was £4,046 {£6,636).




Interests in shares

The interests of the directors in the issued share capital of Reed International and Elsevier at the beginning and end of the year are shown below:

Reed International ordinary shares

Elsevier prdinary shares

1 Janvary 31 December 1 January 31 December

20006* 2000 2000* 2000

M H Armour 2,500 2,500 2,500 2,500

J F Brock 3,000 3,000 - -

G J Avan de Aast - - - -

CHL Davis - 44778 - 31,099

D J Haank - - 7,880 10,880

R J Nelissen - - - 5,000

S Perrick - - - -

A Prozes - - - -

Dr RW H Stomberg - - - -

M Tabaksblat - - 8,000 8,000
D G C Webster 5,000 5,000 -

*0n date of appointment if after 1 January 2000

There have been no changes in the interests of the directors in the share capital of Reed Interational since 31 December 2000. Subsequent to 31 December
2000 S Perrick acquired 962 Elsevier shares,

Any ordinary shares required to fulfil entitlements under nil cost share option grants are provided by the Employee Benefit Trust ("EBT”) from market purchases.

As beneficiaries under the EBT, the directors are deemed to be interested in the shares held by the EBT which, at 31 December 2000, amounted to 580,257
Reed International ordinary shares and 320,000 Elsevier ordinary shares.

On behalf of the Board of Reed Elsevier ple

Rolf Stomberg

Chairman of the Remuneration Committee
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ACGCOUNTING POLICIES

Basis of preparation
The eqealisation agreement between Reed International and Elsevier has the effect that their shareholdets can be regarded as having the interests of a single

economic group. The Reed Elsevier combined financial statements (‘the combined financial statements’) represent the combined interests of both sets of

shareholders and encompass the businesses of Reed Elsevier plc and Eisevier Reed Finance BY and their respective subsidiaries, assoGiates and joint venfures,
together with the parent companies, Reed International and Elsevier (‘the combined businesses’).

These financial statements are presented under the historical cost convention and in accordance with applicable UK and Dutch Generally Accepted
Accounting Principles (GAAP?).

These financial statements form part of the statutory information to be provided by Elsevier, but are not for a legal entity and do ot include all the information
required to be disclosed by a company in its financial statements under the UK Companies Act 1985 or Dutch Civil Code. Additional information is given in the
annual reports and financial statements of the parent companies set out on pages 56 to 82. A list of principal businesses is set out on page 92.

in addition to the figures required to be reported by accounting standards, adjusted profit and operating cash flow figures have been presented as additional
performance measures. Adjusted profit is shown before the amortisation of goodwill and intangible assets and exceptional items. Adjusted operating cash

flow is megsured afier dividends from joint ventures, tangible fixed asset spend and proceeds from the sale of fixed assets, but before exceptional paymerts
and proceeds.

Investmenis

Fixed asset investments in joint ventures and associates are accounted for under the gross equity and equity methods respectively. Other fixed asset

investments are stated at cost, less provision, if appropriate, for any impairment in value. Short term investments are stated at the lower of cost and net
realisable value.

Faraign exchange translation
The combined finangial statements are presented in hoth pounds sterling and euros,

Balance sheet items are translated at year end exchange rates and profit and loss account items are translated at average exchange rates. Exchange translation

differences on foreign equity investments and the refated foreign currency net borrowings and differences between balance sheet and profit and loss account
rates are taken to reserves.

Transactions entered into in foreign currencies are recorded at the exchange rates applicable at the time of the transaction. The results of hedging transactions
for profit and loss amounts in foreign currency are accounted for in the profit and loss account to maich the underlying transaction.
The principal exchange rates used are set out in note 28.

Goodwill and intangible assels

On the acquisition of a subsidiary, associate, joint venture or business, the purchase consideration is allocated between the underlying net tangible and
intangible assets on a fair value basis, with any excess purchase consideration representing goodwill.

In accordance with FRS10; Goodwill and Intangible Assets, acquired goodwill and intangible assets are capitalised and amortised systematicaily over their
estimated useful lives up to a maximum period of 20 years, subject to impairment review.

Intangible assets comprise publishing rights and titles, databases, exhibition rights and other intangible assets, which are stated at fair value on acquisition
and are not subsequently revalued.

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

Freehold buitdings and long leases are depreciated over their estimated useful fives. Plant and equipment is depreciated on a straight fine basis o rates
from 5%--33%. Short [eases are writtan off over the duration of the lease.
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ACCOUNTING POLIGIES (continuet)

Finance leases

Assets held under leases which confer rights and obligations similar to those attaching to owned assets are capitalised as tangible fixed assets and the
corresponding liability to pay rentals is shown net of interest in the accounts as obligations under finance leases. The capitalised values of the assets are

written off on a straight iine basis over the shorter of the periods of the leases or the usefi! lives of the assets concemed. The interest efement of the lease
paymens is aliocated so as o produce a constant periodic rate of charge.

Operating leases
Operating lease rentals are charged to the profit and loss account on a straight line basis over the period of the leases.

Stocks
Stocks and work in progress are stated at the lower of cost, including appropriate atiributable overheads, and estimated net realisable value.

Financial instruments

Payments and receipts on interest rate hedges are accounted for on an accruals basis over the lives of the hedges and included respectively within interest
payable and interest receivabie in the profit and loss account. Gains antd losses on foreign exchange hedges, other than in relation to net ctirrency borrowings
hedging equity investments, are recognised in the profit and foss account on maturity of the underlying transaction. Gains and losses on net currency borowings

hedging equity investments are taken to reserves. Gains and losses arising on hedging instruments that are closed out due to the cessation of the underlying
exposure are taken directly to the profit and foss account.

Currency swap agreements are valued at exchange rates ruling at the balance sheet date with net gains and losses being included within short term investments
or borrowings. Interest payable and receivable arising from the swap is accounted for on an accruals basis over the iife of the swap.

Finance costs associated with debt issuances are charged to the profit and loss account over the life of the related borrowings.

Tumnover

Turmover represents the invoiced value of sales on transactions completed by delivery, excluding customer sales taxes and sales between the combined businesses.

Development spend

Development spend incurred on the launch of new products or services is expensed to the profit and loss account as incurred. The cost of developing software
for use internally may be capitalised as a fixed asset and wiitten off over its estimated usefu! life.

Taxation

Deferred taxation is provided in full for timing differences using the liability method. No provision is made for tax which wotlld become payable on the
distribution of retained profits by foreign subsidiaries, associates or joint ventures, uniess there is an intention to distribute such retained earnings giving

rise to a charge. Deferred tax assets are only recognised fo the extent that they are considered recoverahle in the short term. Deferred taxation balances
are not discounted.

Pensions

The expected costs of pensions in respect of defined benefit pension schemes are charged to the profit and loss account so as to spread the cost over the
service fives of emplayees in the schemes. Actuarial surpluses and deficits are allocated over the average expected remaining service lives of employees.

Pension costs are assessed in accordance with the advice of qualified actuaries. For defined contribution schemes, the profit and loss account charge
represents contributions made.




COMBINED PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2000

2000 1999 2000 1999
Note £m £ £m €m

Tumover
including share of turnover of joint ventures 3530 3454 6,291 5265
Less: share of tumover of joint ventures &8 {14 {111 11

1 3,788 3380 6,180 5153
Continuing operations before acquisitions

3
1588 3,260 5,886 5,153
Aequisitions 175 294 -
Cost of sales

2 {1,337 RS {2,185) {1,801
Gross profit 2,438 2,205 3,985 3,352
Dperating expenses 2 12,235 25 (3,672) {3,083
Before amortisation and exceptional items {1,858} (2,721} {2.159)
Amortisation of geodwill and intangible assets {485} {762} {561)
Exceptional items ] {115} {189 {363)
Operating profit (before joint venturas) 187 323 269
Continuing operations before acquisitions 82 462 269
Acquisitions {85} - {139) -
Share of operating profit of joint ventures 18 3 @ 5
Operating profit including joint ventures 15 210 180 344 274
Non operating exceptional items
Net profit on sale of fixed asset investments and businesses 6 5 7 149 i1
Profit on ordinary activities before interest 295 187 484 285
Net interest expense 7 {153 4] {169) {129)
Profit on ordinary activities before taxation 187 1 35 169
Tax on profit on ordinary activities 8 {153 {161 (261} {254)
Profit/{loss) on ordinary activities after taxafion KES Havd) 54 a4
Minority interests - H - {H
Profit/(loss) attributable 1o parent companies’ shareholders 26 33 63 54 85
Ordinary dividends paid and proposed 9 taes; {234) {402) (356)
Retained loss taken to combined reserves VAN {2973 {348) (451}
ADJUSTED FIGURES
2000 1999 2000 1999
Note £m £m €m €m
Adjusted operating profit 1,10 782 3t 1,301 1,204
Adjusted profit before tax 10 (24 Aty 1,132 1079
Adjusted profit attributable to parent companies’ shareholders 10 811 527 838 801

Adjusted figures, which exclude the amortisation of goodwill and intangible assefs, exceptional items and related tax effects, are presented as additional
performance measures.




COMBINED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2000

2000

2000 1999
Note £m €m €m
Net cash inflow from operating activities before exceptional items 1 ui¥ 1,487 1,365
Payments relating to exceptional items charged to operating profit 6 o {154} (210
Net cash inflow from operating activities a1z 1,333 1,155
Dividends received from jeint ventures 15 § 4 10 (3]
Interest received bt 32 31 59
Interest paid iy {Fi4) {204) {173)
Refurns on investments and servicing of finance £o8 £ {171} (123
Taxation (including £31m/€51m (1989 £74m/€112m) exceptional inflow) {11 & {180} {150)
Purchase of tangible fixed assets el {134 {231) (208
Proceeds from sale of tangible fixed assets 3 1% 5 23
Capital expenditure 8 (1223 (226) {185)
Acquisitions 1 14} {160 {1,409} (254)
Exceptional net proceeds from sale of fixed asset investments and businesses B,11 1453 3 251 &
Acquisitions and disposals (7ai) {164 (1,248 (249
Qrdinary dividends paid to the shareholders of the parent companies 1186 {33 {3211 {518}
Cash outflow before changes in short term investments and financing e {4ty {803} 6%
{Increase)/decrease in short term investments 11 {1,130 287 {1,865} 451
Financing 1 1,684 {18h 2,679 {3003
Increase in cash 1 7 ] 1 80

Short term investments include deposits of under one year if the maturity or notice period exceeds 24 hours

securities that can be realised without significant loss at shorl notice.

, commercial paper investments and interest bearing

ADJUSTED FIGURES
2000 1999 2000 1999
Note £m £m €m €m
Adjusted operating cash flow 10 5 THE 1,21t 1,186
Adjusted operating cash flow conversion 8% 45 98% 9%

Reed Elsevier businesses focus on adjusted operating cash flow as the key cash flow measure. Adjusted operating cash fiow is measured after dividends
from joint ventures, tangible fixed asset spend and proceeds from the sale of fixed assets but before exceptional payments and proceeds. Adjusted operating
cash flow conversion expresses adjusted operating cash flow as a percentage of adjusted operating profit.
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COMBINED BALANCE SHEET
AS AT 31 DECEMBER 2000

1999 2000 1999
Note £m £m €m €m
Fixed assets
Goodwill and intangible assets 13 8127 3400 6,644 5474
Tangible fixed assets 14 416 384 670 622
Investments 15 153 118 247 192
Investments in joint ventures:
Share of gross assets $37 136 22 219
Share of gross liabilities (B4} {471 (10%) (76}
Share of net assets ke B3 116 143
Other investments 81 30 131 49
4685 3906 7,561 5,288
Gurrent assets
Stocks 16 114 113 184 183
Debtors — amounts falling due within one year 17 860 G656 1,385 1,072
Debtors — amounts faling due after move than one year 13 184 148 264 238
Cash and short term investments 19 1,544 440 2,565 708
2542 i.367 4,369 2,201
Creditors: amounts falling due within one year 20 {3379 Re7h {5,441} (4,308}
Net current liabilities {647} {£.30% {1,042) (2.107)
Total assets less current liahilities 4049 6,519 4,181
Creditors: amounts falling due after more than one year bl B8 {1,408} (298)
Provisions for liabilities and charges 24 {128} {206) {182)
Mingrity interesis n (1Y) {14)
oy 4,896 2987
Capital and reserves
Combined share capitals 185 168 298 270
Combined share premium accounts 1,623 441 2810 549
Combined reserves 1,935 {348 1,988 2,168
Gombined shareholders’ funds 26 3841 1 456 4,896 2,987

Approved by the Boards of Reed International PL.C. and Elsevier NV, 21 February 2001.




COMBINED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 DEGEMBER 2000

2000

1999 2000 1999

£m £m €m €m
Profit/{loss) attributable to parent companies’ shareholders i1 oy 54 (85}
Exchange translation differences P13 17 150 405
Total recognised gains and losses for the year 145 (A% 204 310
COMBINED SHAREHOLDERS’ FUNDS REGONCILIATION
FOR THE YEAR ENDED 31 DECEMBER 2008

2000 2000 1084

£m €m €m
Profit/{loss) attributable to parent companies’ shareholders 33 54 {95)
Ordinary dividends paid and proposed feam 34} {402) (356)
Issue of ordinary shares, net of expenses and less capital redemptions 1285 5 2107 8
Exchange translation differences 113 1 158 405
Net increase/{decrease) in combined sharcholders’ funds 1,188 (275 1,909 (38}
Combined shareholders’ funds at 1 January {1,855 2,130 2,987 3,025
Combined shareholders' tunds at 31 December 3,041 1,855 4,896 2,987




KOTES TO THE COMBINED FINANCIAL STATEMENTS

1 Segment analysis

Turnover Operating peofit Adjusted operating profit Capital employed
2000 1999 2000 1999 2000 1989 2000 1999
£m £m £m £m £m £m £m £m
Business segment
Science & Medical Fre Gz 1483 i1 2 231 e 315
Legal 180 1087 % 57 a3 203 2,443 2,295
Education 0z 15 1% 20 4} 24 144 137
Business 1572 147G 58 £ 254 243 08 B850
Total 3,788 3,596 210 180 s 7az 4078 3418
Geographical origin
North America 20 1,336 {84 {52 35 3128 2792
United Kingdom T34 598 {08 ] it &7 5%
The Netherlands 222 sy Lre 31 135 ! &2 {7
Rest of Europe 354 307 57 | 1 a7 bt 147
Rest of World 81 i & 4 29 20 3 33
Total 3,788 3380 patd] 180 hiixs [l 4078 3418
Turaover Qperating profit Adjusted operating profit Capital erployed
2000 1999 2000 1999 2000 1999 2000 1999
€m €m €m €m £m €m €m €m
Business segment
Stience & Medical 1,137 901 230 169 #3 351 460 507
Legal 1,970 1,652 (13) a1 389 428 3,933 3,695
Education 331 275 3 26 65 52 232 221
Buginess 2,742 2,235 9% (12 433 373 1,841 1,675
Total 6,180 5,153 344 o4 1,301 1,204 6,566 5,498
Geographical origin
North America 3,441 2,791 {146} {79 549 547 5,036 4,445
United Kingdom 1,204 1,061 179 131 313 290 766 834
The Nethetlands 654 594 208 138 223 205 (o0 Al
Rest of Europe 584 467 93 78 167 132 815 237
Rest of World 297 240 10 6 49 30 49 53
Total 6,180 5,153 344 274 1,301 1.204 6,566 5498

! The Education business, previously reported within the Legal segment, has been presented separately for the first time in 2000, Comparatives have been
' restated accordingly. The Scientific segment has been renamed Science & Medical to reflect business strategy.

Adjusted operating profit is presented as an additional performance measure and Is shown after share of operating profit of joint ventures and before
amortisation of goodwili and intangible assets and exceptional items.

Turnover is analysed befare the £68m/€111m (1999 £74m/€112m) share of joint ventures’ turnaver, of which £21m/<34m (1999 £18m/€29m) relates to the

Legai segment, principally to Giuffré, and £47m/A€77m (1999 £55m/€83m} relates to the Business segment, principally to exhibition joint ventures (1999
principaily to REZsolutions, Inc.).

Share of operating profit in joint ventures of £13m/€21m (1992 £3m/€5m) comprises 24m/E6m (1993 £3m/E€5m) relating to the Legal segment
and £9m/€15m {1999 Enil/&nil} relating to the Business segment.




1 Segment analysis (continued)

HOTES TO THE COMBINED FIHANCIAL STATEMENTS

2000 1999 2000 1999
£m £m €m €m
Analysis of turnover by geographical market
Morth America 2357 3,578 2,898
United Kingdom 521 855 736
The Nethertands 234 384 360
Rest of Europe 478 784 635
Rest of World %3 628 524
Totat 3,185 5,180 5,153
2000 1999 2000 1999
£m £m €m €m
Reconciliation of capital employed to combined shareholders’ funds
Capital employed 4478 3415 6,566 5,498
Taxation {zn {384 {688) (586}
Dividends and net interest {19 s {274) (194}
Net borrowings 43% 1,068 {697} (1,717
Minority interests 7 & {tn 4
Gombined sharehoelders’ funds 304 1,885 4,806 2,987
Depreciation Amortisation Capita! expenditure
2000 1999 2000 1909 2000 1999
£m £m £m £m £m £m
Business segment
Science & Medical 17 it 8 ot 2% 20
Legal g2 33 168 133 72 75
Education 3 % 1% 15 2 E
Business 38 35 188 131 45 a5
Total 118 117 488 33 144 i45
Depreciation Amortisation Capital expenditure
2000 1999 2000 1999 2000 1999
€m €m €m €m €m €m
Business segment
Science & Medicat 28 24 161 138 43 30
Legal 98 96 276 207 118 114
Education 5 5 23 23 5 8
Business 63 53 308 198 70 73
Total 194 178 768 567 236 225
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NOTES YO THE COMBINED FINANCIAL STATEMENTS

2 Cost of sales and operating expenses

2000

19
Before Amortisation Befora Amortisaticn %
amoriisation of goodwill amortisation of goodwill
and exceptional  and intangible Exceptional and exceptional and intangibte Exceptional
ttems assets items Total items assets items Total
£m £m £m £m £m £m £m £m
Cost of sales
Continuing operations 1,758 - - 1,288 1,185 1183
Acquisitions 84 - - 44 - - -
Total 1,852 - - 1,352 1,488 - 1185
Distribution and selling costs
Continuing operations &4 - - 844 754 255
Acquisitions &6 - - 4 - - - -
884 - - 882 754 - " 754
Administrafive expenses
Continuing operations Fiz o 108 1,105 £ 368 235 1,258
Acquisitions 8% &7 Hi 180 - - - -~
5 455 11§ 1,458 & 368 233 1,268
Operating expenses
Continuing operations 1,558 k¥ Hus 2035 v 364 259 2.028
Acquisitions 103 %7 HE 208
Total 146G 455 118 2,238 1,420 368 238 2008
2000 1999
Before Amortisation Before Amortisation
amortisation of goodwill amortisation of goodwilt
and exceptional  and intangible Exceptional and exceptional and intangible Exceptional
items assets items Total items assets ltems Total
€m €m €m €m €m €m €m €m
Gost of sales
Continuing operations 2,080 - - 2,080 1.801 - - 1,801
Acquisitions 105 - - 105 - - - -
Total 2,185 - - 2,185 1,801 - - 1,801
Distribution and selling costs
Confinuing operations 1,384 - - 1,384 1,154 - - 1,154
Acquisitions 66 - - 66 - - - -
1,450 - - 1,450 1,154 - - 1,154
Adminisirative expenses
Continuing operations 1,168 a1¢ 173 1,960 1,005 561 363 1,928
Acquisitions 103 143 16 262 - - - -
1,271 762 189 2,222 1,005 561 363 1,929
Dperating expenses
Continuing operations 2,552 619 173 3,344 2,159 561 363 3,083
Acquisitions 168 3 16 328 - - - -
Total 2,724 762 189 3,872 2,159 561 363 3,083
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HOTES TO THE COMBINED FINANCIAL STATEMENTS

3 Personnel

AVERAGE NUMBER OF PEOPLE EMPLOYED DURING THE YEAR 2000 1999
Business segment

Sgience & Medical 3,700 3,600
Legal 11,200 10,800
Education 1,500 1,400
Business 12,500 11,900
Total 28,900 27,700
Geographical location

North America 14,800 14,800
United Kingdom 5,700 5,500
The Netheriands 3,000 3,000
Rest of Europe 3,000 2,300
Rest of World 2,400 2,100
Total 28,900 27,700

4 Pension schemes

A number of pension schemes are operated around the world. The major schemes are of the defined benefit type with assets held in separate trustee
administered funds. The two largest schemes, which cover the majority of employees, are in the UK and US. The main UK scheme was subject 1o a valuation by
Watson Wyatt partners as at 5 April 2000. The main US scheme was subject to a valuation by Towers Perrin as at 1 January 2000.

The principal valuation assumptions for the main UK scheme were;
Actuarial method

Projected unit method -
Annual rate of retum on investments

6.60%
Annual increase in total pensionable remuneration 5.00%
Annual increase in present and future pensions in payment 3.00%

The principal valuation assumptions used for the US scheme were a rate of return on investments of 8%, increase in pensionable remuneration of 4.5%, and
increase in present and future pensions in payment of 2%.

The actuarial values placed on scheme assets were sufficient to cover 121% and 117% of the benefits that had accrued to members of the main UK and US schemes,
respectively. Actuarial surpluses are spread as a level amount over the average remaining service lives of current employees. The market values of the schemes’

assets at the valuation dates, excluding assets held in respect of members’ additional voluntary contributions, were £1,723m/€2,986m, and £158m/A€273m in
respect of the UK and US schermes, respeclivety.

Assessments for accounting purposes in respect of other schemes, including the Nethertands scheme, have been cartied out by external qualified actuaries using
prospective benefit methods with the objective that current and future charges remain a stable percentage of pensionable payrolt. The principal actuarial
assumptions adopied in the assessments of the major schemes are that, over the long term, investment retumns will marginally exceed the annual increase in
pensionable remuneration and in present and future pensions. The actuarial value of assets of the schemes approximated to the aggregate benefits that had
accrued to members, after allowing for expected future increases in pensionable remuneration and pensions in course of payment.

The net pension charge was £35m/€57m (1995 £28m/€43m), including a net £tmAE2m (1999 £3m/E€5m) SSAP24 credit related to the main UK scheme, The
net SSAP24 credit on the main UK scheme comprises a regular cost of £23m/€38m (1999 £16mA€24my), offset by amortisation of the net actuarial surplus of
£24m/<40m (1999 £19m/€29m). Pension contributions made in the year amounted to £36m/€59m (1999 £31m/€48m). A prepayment of £128m/€206m

{1899 £127m/€204m) is included in deblors falling due after more than one year, representing the excess of the pension credit to the profit and loss account
since 1988 over the amounts funded to the main UK scheme.
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1] Operating profit
Operating profit is stated after the following:

2000 1999 2000 1993
Note £m £m €m €m
Hire of plant and machinery 12 z 20 18
Other operating lease rentals T & 116 a1
Depreciation (including £4ms€7m (1999 £5m/€8m) in respect
of assets held under finance leases) it it7 194 178
Amortisation of goodwill and intangible assets 485 Kiet 762 561
Amortisation of goodwill and intangible assets in joint ventures 3 4 6 8
Total amortisation 488 arz 768 5687
Staff costs
Wages and salarigs 978 8hi 1,608 1,305
Social security costs o 8 164 131
Pensions 4 3% 28 57 43
Total staff costs §,314 973 1,827 1,479
Auditors™ rernuneration
For audit services 1.8 ERE 31 2.4
For non audit services 2.8 1.1 43 1.7

Included in auditors’ remuneration for non audit services is £1.5m/€2.5m (1999 £0.2m/£0.3m) paid to Deleitte & Touche and its associates in the UK.

Information an the remuneration and interests of directors is given in the Remuneration Report on pages 20 to 26, which forms part of these financial
statements.
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B Exceptional items

2000 1999 2000 1999
£m £m €m €m
Reorganisation costs (¢ {77} (e {128) {244}
Acnuisition related costs (i} a8 75 83} 43
Year 2000 compliance costs - {50 - {76)
Charged to operating profit (11 e 189 {363
Net profit on sale of fixed asset investments and businesses (il 85 7 140 11
Total exeeptional charge 3 {2373 {43 {352}
Net tax credit (¥ 0 15 33 23
(i} Reorganisation costs refated to a major programme of reorganisation across the Reed Elsevier businesses, commenced in 1999. Costs include employee
severance, surptus leasehold property obligations and fixed asset write offs.
{ii) Acquisition refated costs include £27m/€45m in respect of the integration of acquisitions, principally Miller Freeman Europe, CMD Group and Riskwise
International, together with £11m/€18m of exceptional costs incurred in respect of the tender offer for Harcourt General, Inc (see note 27).

(iily The net profit on sale of fixed asset investments and businesses ratated primarily to Springhouse, KG Saur and REZsotutions, Inc.

(iv) The net tax credit in 1999 is stated after taxes arising on business consolidation in the programme of reorganisation. Also in 1999, potential deferred tax
assets of £32m/£49m in respect of the programme of rearganisation were not recognised.

Gash fiows in respect of exceptional iteras were as follows:

2000 1909 2000 1999

£m £m €m €m
Reorganisation costs {78y {30 {i25) (59
Acquisition related costs i 3 {15) {49}
Year 2000 compliance costs L] {47 &) |
Reed Travel Group customer recompense {provided in 1997) {7 20 {11y a1y
Exceptional operating cash outflow 24 (138 {154) 210)
Net proceeds from sale of fixed asset investments and businesses 153 3 251 5
Total exceptional cash inflow/{outflow) 54 {1353 a7 (205}
Excepfional tax cash inflow K 4 5 112

Cash flows in respect of acquisition refated costs in 2000 are stated net of proceeds of £26m/€43m from a property disposal.
Tie exceplional tax cash inflow in 1999 includes £58m/€88m of fax repayments.

7 Net interest expense

2000 1899 2000 1999
£m £m €m €m
Interest receivable 26 37 43 49
Interest payable
Other loans {45 {46 {t4) {70}
Promissory notes and bank 'oans 8% 7 {138) (M3
Finance leases {1 1 @ ()
Total IR B {169) {125}
Interest cover (times) 3 1 8 10

interest cover is calculated as the number of times adjusted operating profit is greater than the net interest expense.
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8  Tax on profit on ordinary activities

2000 1999 2000 1993

£m £m €m €m
United Kingdom a3 a2 108 94
The Netherlands 83 54 87 76
Rest of Worid 46 a7 92 102
Sub-total {inctuding defered tax of £3m/€5m (1999 £16m/€24m)) 175 173 287 272
Share of tax attributable to joint ventures 4 3 7 5
Tax on ordinary activities before exceptional items 178 182 284 277
Net tax credit on exceptional items i {18 {33 23)
Total 158 167 261 254

The total tax charge for the year is high as a proportion of profit before tax principally due to non-tax deductible amostisation and the non-recognition of potential
deferred tax assefs.

9  Ordinary dividends paid and proposed

2000 1999 2000 1989

£m £m €m &m

Reed International 173 116 202 177
Elsevier {22 118 208 179
Total 245 234 462 356

Dividends comprise the total dividend for Reed Intemational of 10.0p per erdinary share {1993 10.0p) and the total dividend for Eisevier of €0.28 per ordinary
share (1999 €0.27).

Dividends paid to Reed International and Elsevier shareholders are equalised at the gross level inclusive of the UK tax credit of 10% received by certain Reed
International shareholders. The cost of funding the Reed International dividends Is, therefore, similar to or lower than that of Elsevier.




—

10 Adjusted figures

NOTES T0 THE COMBINED FINANCIAL STATEMENTS

Adjusted profit and cash flow figures are used by the Reed Elsevier businesses as additional performance measures. The adjusted figures are derived as follows:

2000 1999 2000 1999
£m £m €m €m
Operating profit including joint ventures VAt 188 334 274
Adjustments:
Amortisation of goodwill and intangible assets A5G 33 58 957
Reorganisation costs T Hi 126 244
Acquisition refated costs 33 % B3 &3
Year 2000 compliance costs - 50 - 7%
Adjusted operating profit e THE 1,301 1,204
Profit before tax 182 108 315 160
Adjustments:
Amortisation of goodwill and intangible assets 488 373 768 567
Reorganisation costs i7 16t 126 244
Acquisition related costs 38 75 63 43
Year 2000 compliance costs - 40 - 76
Net profit on sale of fixed asset investments and businesses {35} {7 140} (11}
Adjusted profit before tax a80 710 1,132 1,079
Profit/{loss) attributable to parent companies’ shareholders R <] i) 54 {95)
Adjustments:
Amortisation of goodwill and infangible assets 488 373 768 567
Reorganisation costs B3 161 86 244
Acquisition related costs KK 27 55 33
Year 2000 compliance ¢osts - 44 - 63
et profit on sale of fixed asset investments and businesses {74} 4] {125} {11}
Adjusted profit atiribuiable 1o parent companies’ shareholders 513 SR 933 801
Net cash inflow from operating activities a1% 60 1,333 1,158
Dividends recetved from joint ventures g 4 10 B
Purchase of tangible fixed assets {41} RIS {231) {208}
Proceeds from sale of fixed assets 3 H 5 23
Payments in relation to exceptional items charged fo operating profit 34 138 154 210
Adjusted operating cash flow 775 R 1,21 1,186
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1 Cash flow stalement

Reconciliation of operating profit to net cash inflow frem operating activities

2000 1999 2000 1993
Note Fm £m £€m €m
Operating profit (before joint ventures) 197 127 323 269
Exceptional charges {o operating profit B 15 188 363
Operating profit hetore exceptional items EAV 512 63z
Amortisation of goodwill and intangible assets 465 354 762 561
Depreciation 118 1y 194 178
Net 8SAP24 pension credit 4 i 13 3 (3)
Total non cash items e 483 454 734
Increase in stocks % i {5) {14)
Increase in debtors 1% {8 {181} {12)
Increase in creditors 126 18 207 25
Movement in working capital 13 i 21 {1}
Net cash inflow from operating activities hefore exceptional items o037 893 1,487 1,365
Payments relating to exceptional items charged to operating profit & B4 {138) (154} 219
Net cash inflow from operating activities 313 780 1,333 1,155
Acquisitions
2000 1999 2000 1999
Note £m £m €m €m
Purchase of husinesses and subsidiary undertakings 12 B4R IS {1,381) (183
Net payment of deferred consideration of prior year acquisitions i3 il 2%} 7}
Payments against prior year acquisition provisions - h - @
Investment in joint ventures - {19 - 29
Purchase of fixed asset investments B3 o5 &% (33}
Total Ry {157y {1,499 {254)
Exceptional sale of fixed asset investments and busingsses
2000 1999 2000 1899
£m £m £m €m
Goodwill and intangible assets 35 g 57 9
Net tangible assets (excluding cash of £nil/€nil (1999 Lail/enil)} 34 - 73 -
¥4 8 130 9
flet profit B85 140 11
Consideration in respect of sale of fixed asset investments and businesses, net of expenses 154 13 270 20
Amounts paid in respect of prior year disposals - & - {12)
164 3 21 8
Amounts receivable {11} 2 {19} 3
Het cash inflow 153 3 251 5




HOTES TD THE COMBINED FINANCIAL STATEMENTS

11 Cash flow statement (continued)

Financing
2000 1999 2000 1999
£m €m em
Net movement in protnissory notes and bank loans 304 b 494 34
Repayment of other loans {185} {176 (254 {268}
Issuance of other loans 203 - 33t -
Repayment of finance leases i i 9
347 A 569 (308
Issue of ordinary shares 1,287 G 2,110 14
Redemption of preference shares - 14 - {6
Total 1,654 {187y 2.67% {300)

The repayment of other loans relates primarily to US$100m of Private Placements and US$150m of Medium Term Notes which matured in the year, The

repayment of other loans in 1999 related primarily to a US$200m Eurcbond, DRl 125m Private Placements and US$20m of Medium Term Notes which matured
in the year.

The issuance of other loans relates to a US$300m Swiss Domestic Bond.

Reconciliation of net borrowings

Short term
Cash investments Borrowings 2000 19%
£m £m £m £m £m
Net borrowings at T January 74 361 {1,566) £4,055 {962}
Increase in cash 7 - - 7
Increasef(decrease) in shott term investments - 1,187 - 4,137
{increase)/decrease in horrowings - - 347 faan
Change in net borrowings resulting from cash flows 7 1,157 {347 Ty
Loans in acquired businesses o - 45 {4 -
Inception of finance leases - - 153 3 h
Exchange translation differences {1 i1 {123 {113 {57
Ret borrowings at 31 December 5 §.50% VAT {453 {1088
Short term
Cash investments Borrowings 2000 199%
<M €m £m €m €m
Net borrowings at 1 January 127 581 {2,425) {1,717 (1,366}
Increase in cash 1t - - i1 9G
Increase/{decrease) in short term investments - 1,885 - 1,885 (451}
{Increasel/decrease in borrowings - - {569) (569} 08
Change in net borrowings resulting frem cash flows 11 1,865 {558) 1,307 (53)
Loans in acquired businesses - - 79 % -
Inception of finance leases - - {5} {5} (7
Exchange transtation differences (1) {in {185) {203} {281
Net borrowings at 31 December 137 2429 {3,283} {687 {1.717)

Net horrowings comprise cash and short term investments, loan capital, finance leases, promissory notes and bank loans and are analysed further in
nates 19 1o 22.
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12  Acquisitions

During the year a number of acquisitions were made for a total consideration amounting to £952m/€1,562m, after taking account of loans of £48m/€79m and net
cash acquired of £6m/€10m. The most significant were Miller Freeman Europe for a fotal consideration of £360m/€585m and the CMD Group for a totat
consideration of £199m/€326m, subject to additional deferred consideration in 2004 if high performance targets are met,

The net assets of the businesses atquired are incorporated at their fair value 1o the combined businesses. Fair value adjustments include the valuation
of intangible assets and the restatement of tangible fixed assets and current assets and liabilities in accordance with Reed Elsevier accounting policies.
Summaries of these adjustments, which are provisional pending the completion of fair value assessments in 2001, and the consideration given are set out in
the tables below:
Book value Fair value Fair
on acquisition adjusiments valug
£m £m £m
Goodwill 152 588 £85
Intangible fixed assets g 3ns 318
Tangible fixed assets i 3 4
Investments 13 - 13
Current assets 68 {5 @3
Current liabilities {195 3 14283
Loans {58 - {AE
Current and deferred tax & - {a
Net assets acquired 78 ot 44
Congideration (after taking account of £6m net cash acquired) Hs
Less: deferred to future years 55
Net cach flow B4R
Book value Fair value Fair
on acquisition adjustments value
€m &m €m
Goodwill 249 866 1,115
Intangible fixed assets 15 507 522
Tangible fixed assets 28 {5} 23
Investments 21 - Fa
Current assets 12 8 104
Current liahilities (205) 8 21)
Loans {79) - )]
Current and defered tax {13) - {13}
Net assels acguired 128 1,385 1,483
Consideration (after taking account of €10m net cash acquired) 1,483
Less: deferred to future years {92}
Net cash flow 1,391

Before the amoriisation of goodwill and intangible assets and exceptional acquisition related costs, the businesses acquired in 2000 contributed £179m/€294m
to turnover, £12m/€20m to operating profit and £33mAE54m to net cash inflow from operating activities for the part vear under Reed Elsevier ownership.




13 Goodwill and intangible assets

Intangible

NOTES TO THE COMBINED FINANCIAL STATEMENTS

Intangible
Goodwill assets Total Goodwill assels Total
Em £m £m €m €m £m
Cost
At 1 January 2000 2,588 CRee] 5,580 4,667 4,961 9,628
Acquisitions gaa iR G588 1,18 522 1,637
Sale of businesses {42} {74} {116 {89 {121} {180}
Exchange translation differences 1493 183 87 292 286 578
At 31 December 2000 3,785 3508 v 6,005 5,648 11,853
Accumuiated amortisation
AL 1 January 2000 1,387 1,383 2505 1,827 2,227 4,154
Sale of businesses {35 {87 @1 {64) {69} {133
Charge for the year 255 219 485 18 344 62
Exchange translation differences 4a 82 147 %9 127 226
At 31 December 2000 1478 1585 3,181 2,380 2,679 5,008
Net book amount
At 1 Janwvary 2000 TG 1688 3400 2740 2734 5474
At 31 December 2000 2,252 1,475 4,127 3,625 3,019 6,644
14 Tangible fixed assefs
Plant, equipment Plait, equipment
Land and ardl computer Land and and computer
buildings systems Totai buildings systems Total
£m £m £m €m €m €m
Cost
At 1 January 2000 170 743 913 274 1,196 1470
Acquisitions 4 24 24 7 32 39
Capital expenditure 5 1349 144 B 223 236
Disposals o AT 1T (243 {181} (225}
Exchange translation differences 140 4G 54 15 65 80
At 31 December 2000 g8 £28 a4 270 1,330 1,600
Accusmiated depreciation
At 1 Janyary 2000 45 482 527 72 776 848
Acquisitions - 18 10 - 18 18
Disposals - {104 {09 - {17 a7
Charge for the year 7 1 118 11 183 194
Exchange translation differences 4 73 z7 i 3% 43
At 31 December 2000 55 522 578 %0 840 930
Net book amount
At 1 January 2000 1R 26t A 202 420 622
At 31 December 2000 112 Kot $i5 180 490 670

At 31 December 2000 and 1999, all assets were inciuded at cost. No depreciation was provided on freehold land. The net book amount of tangible fixed assets
includes £17m/€27m (1999 £18m/<€28m) in respect of assets held under finance leases.
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15 Fixed asset investments

Investments in Other fovestrients in Other
joint ventures investments Total joint ventures investments Total
£m fm £m €m €m €m

At 1 January 2000 it 3 118 143 45 182
Share aof attributable prafit 12 - 12 20 - 20
Amortisation of geodwill and intangible agsets &3] - {# (8) - {6)
Dividends received from joint ventures {5} - 16 (o - {19)
Acquisitions 12 1 13 20 1 21
Additions - 7% 3 - 87 87
Disposals 30 Ll YAl {61 {8 {89)
Exchange translation differences 8 2 ¥ 10 2 12
At 31 December 2000 72 Lt 153 116 131 247
The principal joint venture at 31 December 2000 is Giuffr® (an italian legal publisher in which Reed Elsevier has a 40% shareholding}. The cost and net book
amount of goodwill and intangible assets in joint ventures were £37mA&60m and £27m/A€43m respectively (1999 £74m/€119m and £49m/€79m).
At 31 December 2000, the Reed Elsevier plc Employee Benefit Trust (EBT) held 580,257 (1999 618,790) Reed International ordinary shares and 320,000 (1999

320,000) Elsevier ordinary shares with an aggregate market value at that date of £7.2m/€11.7m (1999 £5.1m/€8.2m). The EBT purchases Reed International

and Flsevier shares which, at the Trustee's discretion, can be used in respect of the exercise of executive share options. Further details of these share option
schemes are set out in the Remuneration Report on pages 20 {0 26.

16 Stocks
2000 1999 2000 1999
£m £m €m €m
Raw materials ¥ # 27 32
Woik in progress 28 24 42 47
Finished goods 7t &4 15 104
Total 34 13 184 183
17 Debtors — amounts falling due within one year
2000 1429 0 1939
£m £m €m £€m
Trade debtors 6ae 34 1,050 853
Amounis owed by joint ventures 3 i 5 2
Other debtors i 42 143 G5
Prepayments and accrued income 16 83 187 149
Total bz} 664 1,385 1,072
18 Debtors — amounts falling due after mere than one year
2000 1999 2000 1999
Note £m £m €m €m
Trade debtors 1 i 2 14
Pension prepayment 4 125 1727 206 204
Prepayments, accrued income and other debtors 3 12 56 20
Total

54 48 264 238




19 Cash and short term investmenis

HOYES 10 THz COMBINED FIHANCIAL STATEMENTS

2000 1999 2000 1999

£m £m €m €m

Cash at bank and in hand a8 78 137 127
Short term investrents 1,508 30 2,429 581
Totat £,504 4oy 2,566 708

Short term investments include deposits of under one year if the maturity or notice period exceeds 24 hours, commercial paper investments and interest bearing

securities that can be realised without significant loss at short notice.

20  Creditors: amounts falfing due within one year

2000 1999 2000 1999
Note Em £m £€m €m
Borrowings
Other loans 4 158 & 254
Promissory notes and bank loans 1,285 oa? 2,246 1,559
Obligations under finance leases 23 5 4 8 5
1,404 Y 2,260 1,816
Trade creditors 24 175 3ad 287
Other creditors 13 148 343 233
Taxation 143 Ha 3t 193
Proposed dividends 17 127 285 204
Aceruals and deferred income 1,147 ury 1,848 1,573
Total 35749 25 5,441 4,308
21 Creditors: amounts falling due after more than one year
2000 1999 2000 1999
Note £m £m €n £
Borrowings
Other loans repayable:
Within one to two years 4 & 5
Within two to five years 205 &1 330 130
After five years 4453 Fats 648 445
Obtigations under finance leases 23 12 14 19 23
H2% it 1,003 667
Other creditors e 14 43 23
Taxation a7 208 317 335
Accruals and deferred income 2B 21 43 33
Total g A 1,406 998

22 Financial instruments

Details of the objectives, policies and strategies pursued by Reed Elsevier in relation to financlal instruments are set out in the Review of 20060 Finarcial

Performance on pages 2 to 15.

For the purpose of the disclosures which follow in this note, short term debtors and creditors have been excluded, as permitted under FRS13.
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22  Financial instruments (continued)

Currency and interest rate profile of financial liabilities

The cumrency and interest rate profile of the agaregate financial liabilities of £2,147m/€3,457m (1999 £1,595m/€2,568m), after taking account of interest rate
and cross currency interest rate swaps, is set out below:

Floating rate

Fixed rate

Fixed rate financial liabilities

Ftoating rate Fixed rate Weighted Weighted
financial liabitiies  financial liabilities  financial liabiliies  financial liabilities average average
£m £m €m €m interest rate duration (years)

2000
US dollar S0 774 1,433 1,254 6.8% 8.0
Sterling 53 - 69 - - -
Euro 23 141 359 227 5.6% 6.0
Other currencies 55 g 105 10 59% 0.7
Total 1,221 q428 1,966 1,491 §.6% 7.7

Fixed rate financial Yiabilities

Fioating rate Fixed rate Fioating rate Fixed rate Weighted Weighted
financia) liabilities  financial liabilities  financial Wiabilites  financial liabiliYies average average
£m £m €m €m interest rate duration (years)

1999
US doliar 5 488 805 1,436 6.9% 7.4
Stering 1 2 - - -
Euro 58 87 93 156 4.7% 1.7
Other currencies $E A 5G 32 6.7% 0.7
Total GG 1,008 950 1,618 6.7% 6.7

Inctuded within fixed rate financial Jiabilities as at 31 December 2000 are £nil’<nil (1999 £154m/€248m) of US dollar term debt that matures within five
months of the year end and £73m/E118m of interest rate swaps denaminated principally in US doliars that mature within tweive months of the year end

{1999 £106mA€171m denominated principally in euros and maturing within nine months).
Currency and interest rate profile of financial assets

The currency and interest rate profile of the aggregate financial assets of £1,694m/€2,727m (1999 £479m/€771m), after taking account of interest rate
swaps, is set out below:

Non interest hon interest
Floating rate bearing Flopating rate bearing
financial assets financial assels financial assels finantial assets
£m £m €m €m

2000
US dollar 193 B 166 114
Sterling i 18 1,001 26
Euro 34 1 1,343 2
Other currencies 35 3 58 5
Total 1,584 8¢ 2,568 140
Non interest Non interest
Fivating rate bearing Floating rate bearng
financial assets financial assets financial assets financial assets
m £m €m €m

1999
US dotlar &7 24 108 39
Sterling 148 H) 235 24
Eurg 14% - 245 -
Other currencies s - 125 -
Total [ay F 708 B3

At 31 December 2000, there were fixed rate financial assets of £13mA€21m (1999 Enil/€nil) denominated in US dollars, with a weighted average interest rate of
8.0% and a weighted average duration of 1.3 years.

Floating rate interest rates payable on US commercial paper are based on US dollar commercial paper rates. Other financlal assets and liabilities bear
interest by reference to LIBOR or other national LIBOR equivalent interest rates. Inciuded within non interest bearing financial assets are £81m/€130m
{1938 £30m/A48m) of investinents denominated principally in steling and US dotiars which have no maturity date.




22 Financial instruments {continued)
forward rate agreements are used prncipally to fix the intevest expense on short term borrowings.

NOTES T THE COMBINED FINANGIAL STATEMENTS

At 31 December 2000, agreements totalling £1,767m/€2,845m (1999 £387m/€623m) were in place to enter info interest rate swaps and interest rate options
at future dates. Of these, individual agreements totalling £946m/€1,523m (1999 £247mAE398m) were to fix the interest expense on US doliar borrowings

commencing in 2001 and 2002 for periods of between two and ten years, at a weighted average interest rate of 6.8% In addition, interest rate options totalling

£671m/€1,080m (1999 Lail’Enil) and starting in 2001 were to fix the interest expense an US dollar barrowings for periods of three tao five years, at rates of

between 5.7% and 6.7%. The other agreements totalling £150m/€242m {1999 £140m/€225m) were to fix the interest income on sterling short term

investments commencing in 2001 for & period of four months at a weighted average interest rate of 7.2%.

Maturity profile of financial liabilities
The maturity profile of financial tiabilities at 31 December comprised.

2000 1999 2000 1999
£m £m €m £

Repayable:
Within one year 1,428 1,131 2,29 1.821
Within one to two years 64 735 87 37
Within two to five years 23 12 382 180
After five years 430 324 692 530
Total 2,347 95 3,457 2,568

Financial liabilities repayable within one year include US commercial paper and euro commercial paper, Short term borrowings are supported by available

cornmitted facilities and by centraily managed cash and short term investments, As at 31 December 2000, a total of £4,497m/AE7,240m (1999 £617mAE993m)
of undrawn commitiad facilities were available, of which £2,389m/€3,846m (1999 £222m/€357m) matures within one year and £2,108m/€3,394m within

two to three years (1999 £395m/€636m within two to five vears). Inciuded within this amount is £3,154m/€5,078m of committed facitities arranged in

anticipation of the Harcourt acquisition ($ee note 27). Secured borrowings under finance leases were £17m/€27m (1999 £18m/€28m).

Currency exposure

The business policy is {0 hedge all significant transaction exposures on monetary assets and liabilities fully and consequently there are no material currency
exposures that would give rise to gains and losses in the profit and loss account in the functional currencies of the operating units.

Fair values of financial assets and lighilities
The notional amount, book value and fair value of finantial instruments are as follows:

2000 1939
Notional Notignal
amount Book value Fair value amount Book value Fair value
£m £m £m £im £m £m
Primary financial instruments held or issued to finance
operations
Investments g1 @i &G G
Cash 85 85 i% 74
Short term jnvestments 1,508 1,512 K 381
Other financial assets 18 1% F g
Short term borrowings and current portion of long term
horrowings {1,404 {1,398
Long term borrowings 623 514
Other financial liabilities {34 3%
Provisions {84 86}
{453 a3
Derivative financial instruments held to manage interest
rate and currency exposure
Interest rate swaps 1,517 i a4 it - 14
Interest rate options 87t - {47} - - -
Forward rate agreements bt - i 454
Forward foreign exchange contracts 1,778 - {3 455 7
Foreign exchange oplions 55 - %)
4,584 in {198} 7
Total financial instruments 3,994 {45 {341} T 1088
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22  Financial instruments (continued)

2000

1998
Notional Book value Fair value Notional Book value Fair value
amount amount
€m €m €m m £im
Primary financial instruments held or issued
to finance operations
Investments 130 139 4% 48
Cash 137 137 127 127
Short term investments 2,429 2434 581 581
Other financiaf assets H 3t 14 14
Short term borrowings and current portion of
long term borrowings (2,260} {2,251) {1,818 {1,308
Long term borrowings {1,003) {987} {607) (585}
Other financiaf liabilities (65} {55} (36 (38)
Provisions {139} {139} {106} {106}
(730} (700} {1,780 {1,765)
Derivative financial instruments held to manage
interest rate and currency exposure
Interest rate swaps 2,585 (2 {79} 1,375 - 23
interest rate oplions 1,086 - (27 - - -
Forward rate agreements 1,428 - 2y 725 - -
Forward foreign exchange contracts 2,859 - {51} 782 - (12)
Forward foreign exchange options - 2) - - -
8,040 [vi (7m 2,882 - 11
Total financial instruments 8,040 133 B 2,882 4,797 {1,754)

‘The amounts shown &s the book value of derivative financial instruments represent accruals or deferred income arising from these financial instruments. For certatn

instrurments, including cash and investments, & has been assumed that the carrying amount approximates fair vaiue hecause of the short maturity of these

instruments. The fair value of long term debt has been based on curment market rates offered to Reed Elsevier for debt of the same remaining maturities. The
fair values for interest rate swaps, interest rate options and forward rafe agreements represent the replacement cost calculated using market rates of interest at
31 December 2000 and 1999, The fair values of all other items have been calcuiated by discounting expected future cash flows at market rates.

Hedges

The unrecognised and deferred gains and losses on financial instruments used for hedging purposes are as follows:

Vnrecognised Defered

Gains Losses Gaing Losses

£m £m £m £m

On hedges at 1 January 2000 2% 15 - (18}

Arising in previous years included in 2000 profit and loss account 1] i5 - §

Arising in previous years not included in 2000 profit and loss account H - - {1

Arising in 2000 not included in 2000 profit and Yoss account 1 {16%) 17 {44}

On hedges at 31 December 2000 2 {168} 17 {34}
Of which:

Expected to be incleded in 2001 profit and loss account i el g {1

Expected to be included in 2002 profit and loss account or later i % 1 2

Unrecognised Deferred

Gaing Losses Gaing Losses

€m €m €m €m

On hedges at 1 January 2000 5 28 - 2%

Arising in previous years included in 2000 profit and loss account {33 24 - 13

Arising in previous years not included in 2000 profit and loss account 2 - - (16}

Arising in 2000 not included in 2000 profit and loss account 1 {174 27 {23}

On hedaes at 31 December 2000 3 WL 2 {38}
Of which:

Expected to be included in 2001 profit and loss account 2 {B4) 10 {19}

Expecied to be incluged in 2002 profit and loss account or tater 1 {1im 17 20y
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23 Obligations under \eases
Future finance lease obligations are:
2000 1999 2000 1999
Note £m £m €m €m
Repayable:
Within one year & 5 10 8
Within one to two years 4 4 & 8
Within two to five years 1 4 2 ]
After five years 49 10 18 18
Less: interest charges allocated to future periods {5 ] {9 )}
Total 17 i 27 28
Obligations falling due within one year 20 5 4 8 &
Obligations falling duve after more than one year 2 12 T4 19 23
Total 17 15 27 28
Annual commitments under operating leases are:
2000 1999 2600 19899
£m £m €m £m
On leases expiring:
Within one year 4 4 & G
Within two to five years by 26 50 42
After five years & 36 62 53
Total i3 By 118 106

Of the above annual commitments, £71m/<€115m relates 1o land and buildings (1999 £62m/€100m) and £2m/€3m to other leases (1999 £4m/€6m).
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24 Provisions for liabilities and charges

Sumplus Deferred
property Laxation Ofher Total
£m £m £m £m
At 1 January 2000 83 ki 14 114
Acquisitions - {7 - i}
Transfers - H - F
Provided i5 & 1 1%
Uilised 1 - {7} G
Exchange translation differences & 1 - &
At 31 December 2000 84 ki 7 128
Surplus Defered
praperty taxation Other Total
€m £m €m €m
At 1 January 2000 103 i8 21 182
Acquisitions - {3) - 3)
Trangfers - " - b}
Provided 26 {8) 2 20
Utilised 2 - {1 (13}
Exchange translation differences 8 2 {H 8
At 31 Decettier 2000 138 60 11 206

The sutplus property provision relates to lease obligations for various petiods up to 2012 and represents estimated sub-lease shortfalls in respect of properties
which have been, or are in the process of being, vacated.

Deferred taxation is analysed as follows:

2000 1999 2000 1999
£m £m €m £m
Deferred taxation liabilities
Pension prepayment it 3B 80 58
Revaluation gains 42 33 87 53
Fi] 89 127 111
Deferred taxation assets
Excess of amortisation over related tax allowances {1 o a3 {14
Acquisition related provisions {34} {24 (54} 39
4 s {67 {53}
Total

57 3% 60 58




25 Contingent liabilities

There are contingent liabilities amounting to £10m/€16m (1999 £23m/€37m} in respect of borrowings of former subsidiaries.

26 Combined shareholders’ funds

NOTES TO THE COMBINED FINANCIAL STATEMENTS

Combined
Combined share
share premium Combined
capitals accounts reserves Total
£m £m £m £m
A1 January 2000 6% kLY 1,548 1,855
Profit atiributable to parent companies’ shareholders - - EX K
Ordinary dividends paid and proposed - - (745} (245
Issue of ordinary shares, net of expenses 17 1,268 - 1,258
Exchange transiation differences - 12 il 113
At 31 December 2000 168 1,621 1,235 3,047
Combined
Combined share
share premium Combined
capitals accounts TESErves Total
€im €m €m £m
At 1 Januagy 2000 270 549 2,168 2,887
Profit attributable to parent companies’ shareholders - - 54 54
Ordinary dividends paid and proposed - - {402} {4e2)
Issue of ordinary shares, net of expenses 28 2,074 - 2107
Exchange translation differences - {18} 168 1560
At 31 December 2000 298 2,610 1,988 4,856

On 5 December 2000, following a joint intemational offering, Reed International issued 113,700,000 new 12.5 pence ordinary shares at 625 pence each and
Elsevier issued 66,255,000 new <0.06 ordinary shares at €14.50 each. The purpose of the offering was fo finance the proposed acquisition by Reed Elsevier of
the Sclentific, Technical and Medical business and the Schools Education and Testing businesses of Harcourt General, Inc. {see note 27).

Combined share capital excludes the shares of Elsevier held by Reed international.

Combined reserves include a £4m/€6m (1999 £4/€6m) capital redemption reserve following the redemption of non equity shares in Reed International in 1999.

27  Harcourt acquisition

Gn 8 November 2000, Reed Elsevier pic group launched, through a US subsidiary, Reed Elsevier Inc., a tender offer for the common stock and Series A
cumuiative convertible stock of Harcourt General, Inc. {'Harcourt”). The offer was unanimously recommended by the Harcourt board. The Smith family, which
owns approximately 28% of the common stock of Harcourt, have undertaken to tender all their shares in the tender offer and to support the offer.

Reed Elsevier Inc. has also signed a definitive agreement with The Thomson Corporation to on-sell the Harcourt Higher Education business and the Corporate

and Professional Services businesses, other thap educational and clinical testing.

Following completion of the offer and the on-sale of businesses, Reed Elsevier plc will have acquired Harcourt's Scientific, Technical and Medical business and
its Schools Education and Testing businesses for a net cost of approximately LIS$4.5 billion after taking into account Harcourt's net debt, taxes payable on the

on-sale proceeds and the assumiption of other corporate liabilities. In the year to 31 October 2000, these businesses had sales of U3$1.7 billicn and net assets
of US$1.1 billlon (including US$0.7 billion of goodwiil and intangible assets) before corporate net debt of US$1.2 hillion.

The acquisition and the on-sale to Thomson are subject to customary regulatory approvals, which may require some divestment of assets.

28 Exchange rates

The following exchange rates have been applied in preparing the combined financial statements:

Profit and loss Balance Sheet
000 1992 2000 1999
Euro to stetling 164 152 161 1.61
US dollars to sterling 1.51 1.62 1.49 1.682
Euro to US dollars 1.09 0.94 1.08 0.99
US dollars to euro 0.92 1.07 0.93 1.01
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AUDITORS’ REPORT

To the shareholders of Reed International BL.C. and Eisevier NV

We have audited the combined financial statements of Reed International PL.C., Elsevier NV, Reed Elsevier pl:, Elsevier Reed Finance BY and their respective
subsidiaries (together "the combined businesses’) on pages 28 o 53, which have been prepared under the accounting policies set out on pages 28 and 29.

Respective responsibilities of directors and auditors
The directors of Reed Intemational PL.C. and Elsevier NV are responsible for preparing the Annual Reports and Financial Statements, including as described
on page 12, preparation of the financial siatements of the combined businesses, which are required to be prepared in scoordance with applicable United

Kingdom and Dutch accounting standards. Qur responsibiliies, as independent auditors of the combined financial staternents, are set out in auditing standards
generally accepted in the United Kingdom and the Netherlands and by our raspective professions’ ethical guidance.

We report to you our opinion as to whether the combined financial statements give a true and fair view. We read the other information contained in the
Annual Reports and Financial Statements, including the corporate govemance statement, and consider whether it is consistent with the audited combined

financial statements. We consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with
the combined financiai statements.

Basis of audit opinion
We conducted our audit in accordance with auditing standards generally accepted in the United Kingdom and the Netherlands. Ar audit includes examination,

on a test basis, of evidence refevant to the amounts and disclosures in financial statements. It also includes an assessment of the significant estimates and

judgements made by the directors in the preparation of financial statements, and of whether the accounting policies are appropriate to the circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain aii the information and explanations which we considered necessary in order o provide us with

sufficient evidence to give reasonable assurance that the combined financial staterments are free from material misstatement, whether caused by fraud
or other irreguiarity or ervor. In forming our opinion we also evaluated the overall presentation of information in the combined financial statements.

Opinion

in our opinion the combined financial statements give a true and fair view of the state of affairs of the combined businesses as at 31 December 2000,
and.of their prafits for the vear then ended.

(ke w ok TN T Dol Ne N

Deloitte & Touche

Deloitte & Touche
Chartered Accountants and Accountants
Registered Auditors Amsterdam
London

21 February 2001

21 February 2001
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FINANGIAL HIGHLIGHTS
FOR THE YEARS ENDED 31 DECEMBER

1996 1997 1998 1998 2000
£m £m £m £m £m
PROFIT AND LOSS ACCOUNT
Adjusted profit before tax 426 438 405 378 K
Adjusted profit attributable to shargholders 214 327 Kitya paE Pl
Profit before tax 346 i 452 a7 i
Profit/{loss} attributable to shareholders a4 {7 408 335 17
PER SHARE INFORMATION
Adjusted earnings per ordinary share 281 2830 26.4p 24.4p 23.3p
Net dividend per ordinary share 13,600 14.60p 15000 iAiES 196y
Dividend cover 1.8 1.8 1.7 2.4 3
Eamings/(loss) per ordinary share 7.4 Ry 2.9 1.5
Ordinary share prices — high 8058 48D 5300 1)
- low 401p 5071 344p wip
Market capitalisation (£m) B2E7 B.uns B31g 8837

(i} All amounts presented are based on the 52.9% share of Reed Elsevier combined profits attributable to the Reed Intemational shareholders (see note 9 1o
the financlal statements). The statutory profit for Reed International includes the impact of sharing the UK tax credit with Elsevier as a reduction

in reported profits. On this basis, the consolidated profit before tax, attributable profit and basic earings per share for the year ended 31 December 2000
are £96m, £11m and 1.0p respectively.

(i) Adjusted figures are shown before amortisation of goodwill and intangible assets, exceptional items and equalisation adjustments. The Reed Elsevier
businesses focus on adjusted profit and cash flow as additional performance measures.

{iii} The figures for the years ended 31 December, 1996 and 1997 have been restated to include retrospective amortisation of goodwill and intangible assets on
the introduction of FRS10: Goodwill and Intangible Assets in 1998.

(iv) The eamnings per ordinary share and dividend per ordinary share for the year ended 31 December 1996 have been restated to take into account the two-for-
one share split of the ordinary shares on 2 May 1997.

{v} Dividend cover Is calculated as the number of times adjusted profit attritutable to shareholders, after taking account of the sharing of the UK tax credit
with Elsevier, covers the annual dividend.

(vi) Share prices quoted are the closing mid-price. Market capitalisation is at the year end date.




DIRECTORS' REPORT

The directors present their report, together with the financial staternents of the company, for the year ended 31 Qecember 2000.

As a consequence of the merger of the company's businesses with those of Elsevier, described on page 16, the shareholders of Reed International and Elsevier
can be regarded as having the interests of a single economic group. The Reed Elsevier combined financial statements represent the combined interests of
both sels of shareholders and encompass the businesses of Reed Elsevier pic, Elsevier Reed Finance BV and their respective subsidiaries, associates and joint
ventures, together with the parent companies, Reed International and Eisevier (‘the combined businesses’). This directors’ report and the firancial statements

of the company should be read in conjunction with the combined financial statements and other reports set out on pages 2 to 54, as well as the Report of the
Chairman and the Chief Executive Officer in the Annual Review and Summary Financial Statements.

Principal activities
The company is a holding company and its principal investments are its direct 50% shareholding in Reed Elsevier plc and its 39% shareholding in Elsevier Reed
Finance BY, which are engaged in publishing and information activities and financing activities, respectively. The remaining shareholdings in these two

companies are held by Elsevier. Reed Intenational also has an indirect equity interest in Elsevier. Reed International and Elsevier have retained their separate
legal identities and are publicly held campanies with separate stock exchange listings in Amsterdam, London and New York.

Financial statement presentation

The consolidated financial statements of Reed International include the 52.9% economic interest that shareholders have under the equalisation arrangements
in the Reed Elsevier corbined businesses, accounted for on a gross equity basts.

Under the terms of the merger agreement, dividends paid to Reed International and Elsevier shareholders are equalised at the gross level inclusive of the

UK tax credit received by certain Reed International shareholders. Because of the tax credit, Reed Internationat normally requires less cash to fund its net
dividend than Elsevier does to fund its gross dividend. An adjustment is, therefore, required in the statutory profit and loss account of Reed International to share
this tax benefit hetweaen the two sets of shareholders in accordance with the equalisation agreement. The equalisation adjustment arises only an dividends

paid by Reed Intemnational to its shareholders and it reduces the statutory attributable earnings of the company by 47.1% of the total amount of the tax credit,
which in 2000 was £6m (1999 £6m).

In adaition to the reported figures, adjusted profit figures are presented as additional performance measures. These exclude the tax credit equalisation

adjustment, the amortisation of goodwil! and intangible assets and exceptional items and provide a basis for performance comparison that is not dependent
on the choice of adoption method of FRS10 on accounting for goodwill and intangible assets.

Profit and loss account

The 2000 and 1999 resutts were significantly impacted by the company’s share of amortisation of goodwill and intangible assets and exceptional items of Reed
Elsevier plc, The share of operating profits was £106m, up from £9tm in 1999, reflecting reduced exceptional items offset by higher amortisation. The share of
operaling exceptional items comprised reorganisation costs of £40m (1999 £85m) and acquisition related costs of £20m (1999 £15m}. Share of operating
exceptional items in 1999 included £26m in respect of Year 2000 compliance costs. The profit for the year also included the share of profits on sale of fixed
asset investments and businesses of £45m (1999 £4m). The reported attributable profit for Reed International was £11m {1999 £39m lgss). The adjusted profit
attributable to shareholders — before exceptional items and the amortisation of goodwill and intangible assets — was £270m (1339 £279m).

Adjusted eamings per share decreased by 5% to 23.3p (1999 24.4p). Including the effect of the tax credit equalisation as well as the amortisation of goodwill
and intangible assets and exceptional items, the basic eamnings per share was 1.0p (1999 3.4p loss).

Balance sheet

The balance sheet of Reed International reflects the shareholders’ 52.9% economic interest in net assets of Reed Elsevier, which at 31 December 2000
amounted to £1,609m {1993 £981m). The £628m increase in net assets principally reflects the net proceeds of £634m from the joint intemational share
offering with Elsevier, less Reed International’s share in the retained losses of Reed Elsevier plc and Elsevier Reed Finance BV, after dividends paid and payable.




DIRECTORS’ REPORT (continued)

Dividends

The board is recommending a final dividend of 6.9p per ordinary share to be paid on 14 May 2001 to shareholders on the Register on 20 April 2001 which,

when added to the interim dividend already paid on 18 September 2000 amourting to 3.1p per ordinary share, makes the total dividend for the year 10.0p
{1999 10.0p).

The total dividend on the ordinary shares for the financial year will amount to £123m (1999 £116m), Jeaving a retained ioss of £112m (1999 £155m),

Directors
The following served as directors during the year:

MH Armour

JF Brock

CHL Davis

0J Haank

RJ Nelissen

S Perrick

A Prozes (appainted 7 August 2000}
RWH Stomberg

M Tabaksblat

G J A van de Aast (appointed 6 December 2000)
DGC Webster

Brief biegraphical details of the directors at the date of this feport are given on page 5 of the Annual Review and Summary Financial Statements,

Messrs Prozes and van de Aast, having been appointed since the last Annual General Meeting, will retire at the forthcoming Annual General Meeting.

Messrs Tabaksblat, Storberg and Pemick will retire by rotation at the forthcoming Annual General Meeting. Being eligible, they will each offer themselves
for re-election.

The natice periods applicable to the service confracts of Messrs Prozes and van de Aast are set out in the Remuneration Report on page 21.
Messrs Tabaksblat, Stomberg and Perrick do not have a service contract with the company or Reed Elsevier ple.

Detalls of directors’ remuneration and their interests in the share capital of the company are provided in the Remuneration Report on pages 20 to 26.

Share capital
During the period 3,119,645 ordinary shares in the company were issued in connection with the following share gption schemes:
824,500 under a UK SAYE share option scheme at prices between 320.6p and 499.2p per share.
2,295,145 under executive share option schemes at prices between 188.75p and 585.25p per share,
in December 2000, 113,700,000 ordinary shares in the company were issued as a result of a joint international offering by Reed International and Elsevier. The

purpose of the offering was to finance the proposed acquisition by Reed Bisevier of the Scientific, Technical and Medical business and the Schools Education
and Testing businesses of Harcourt General, Inc.

At 20 February 2001, the company had received notification of the foliowing substantial interests in the company's issued ordinary share capital:
Lord Hamlyn 43,302 816 shares 3.43%
Prudential Corporation 63,010,273 shares 4.99%

At the 2000 Annual General Meeting a resolition was passed 1o extend the authority given to the company {o purchase up to 10% of #is ordinary shares

by market purchase. At 31 Becember 2000, this autharity remained unutilised. A resolution to further extend the authotity is to be put to the 2001 Annual
General Meeting.
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United Kingdom charitable and political donations

Reed Elsevier companies in the United Kingdom made donations during the year for charitable purposes amounting to £29,000 of which £1,000 was for
educational purposes, There were no donations for political purposes.

Statement of directors’ responsibilities

The directors are required by English company law te prepare financial statements for each financial period, which give a true and fair view of the state
of affairs of the company and the group, and of the profit or loss for that period. In preparing those financial statements, the directors ensure that suitable

accounting policies, congistently applied and supported by reasonable and prudent judgements and estimates, have been used, and accounting standards
have been followed.

The directors are responsibie for keeping proper accounting records, which disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensere that the financial statements comply with the law.

The directors have general responsibility for taking reasonable steps to safeguard the assets of the group and to prevent and detect fraud and ofher irregularities.

Gorpoarate governance

The company has complied in all material respects throughout the period under review with the provisions of Section 1 of the Combined Code — the Principles
of Good Governance and Code of Best Practice, issued by the Financial Services Authority. Details of how the provisions of the Combined Code have been
applied and the directors’ statement on internal control are set out in the Structure and Corporate Governance report on pages 16 fo 18.

Going concem

After making enquiries, the directors have a reasonable expectation that the group has adequate resources to continue in operational existence for the
foreseeable future and that, therefore, it is appropriate to adopt the going concern basis in preparing these financial statements.

Payments to suppliers

Reed Elsevier companies agree terms and conditions for business transactions with suppliers and paymerit is made on these terms. The average fime taken
to pay suppliers was between 30 and 45 days.

Auditors

Resolutions for the reappointment of Deloitte & Touche as auditors of the company and authorising the directors to fix their remuneration will be submitted
to the forthcoming Annual General Meeting.

By order of the Board Registered Office:
SJ Cowden 25 Victoria Street
Secretary London

21 February 2001

SW1H QEX




AGCOUNTING POLICIES

Basis of preparation
The financial statements have been prepared under the historical cost convention in accordance with applicable accounting standards.

The basis of the merger of the Reed International and Eisevier businesses is set out on page 186.

As permitted by section 230 of the Companies Act 1985, the company has not presented its own profit and loss account.

Determination of profit

The Reed International share of the Reed Elsevier combined results has been calculated on the basis of the 52.9% economic interest of the Reed International
shareholders in the Reed Elsevier combined businesses, after taking account of results arising in Reed International and its subsidiary undertakings. Dividends
paid to Reed International and Elsevier shareholders are equalised at the gross level Inclusive of the UK tax credit received by certain Reed International
shareholders. In the financial statements, an adjustment is required to equalise the benefit of the tax credit between the two sets of shareholders in accordance

with the equaiisation agreement. This equalisafion adjustment arises only on dividends paid by Reed Intemational to its shareholders and reduces the attributable
eamings of the company by 47.1% of the total amount of the tax credit.

The accounting policies adopted in the preparation of the combined financial statements are set out on pages 28 and 29.

Basis of valuation of agsets and liabilities

Reed International's 52.9% economic interest in the net assets of the combined businesses has been shown on the balance sheet as interests in joint ventures,
net of the assets and liahilities reported as part of Reed international and its subsidiaries. Joint ventures are accounted for using the gross equity method.

In the parent company accounts, investments are stated at cost, less provision, if appropriate, for any impairment in value.

Translation of foreign currencies into sterling

Profit and loss items are translated at average exchange rates. In the consolidated balance sheet, assets and liabilities are translated at rates ruling at the

balance sheet date or contracted rates where applicable. The gains or losses relating to the retransiation of Reed Intemational’s 52.9% economic interest
in the net assets of the combined businesses are taken directly to reserves,

Taxation

Defetred taxation is provided in full for timing differences using the liability method. No provision is made for tax which might become payabls on the
distribution of retained profits by foreign subsidiaries or joint ventures unless there is an intention to distribute such retained earnings giving rise to a charge.

Deferred tax assets are only recognised to the extent that they are considered recoverable in the short term. Deferred taxation balances are net discounted.
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CONSOLIDATED PROFIT AND LOSS ACGOUNT
FOR THE YEAR ENDED 31 DECEMBER 2000

2000 1999
Note £m m
Turnover
Including share of turnover of joint ventures 1504 1.793
Less: share of turnover of joint ventures 1,605 (1,709
Administrative expenses i1} &
Operating loss (before joint ventures) 3 ] i1
Share of operating profit of joint ventures 1
Before amortisation and exceptional items 414 414
Amartisation of goodwill and intangible assets {245} {1973
Exceptional items ) nem
308 @1
Operating profit including joint ventures 195 G5
Share of non operating exceptional items of joint ventures 1 4% 4
45 ¢
Net interest
Group 6 3 3
Share of net interest of joint ventures o] {46
54} 43
Profit on ordinary activities before taxation 55 51
Tax on profit on ordinary activities 7 m
UK corporation fax 2
Share of tax of joint ventures ]
i Profit/(loss) attributable te ordinary shareholders 11
‘ Ordinary dividends paid and proposed 8 (123 {118
Retained loss taken to reserves {118} {155
ADJUSTED FIGURES
2000 1999
Note £m £m
Profit before tax 9 365 375
Profit attributabte to ordinary shareholders 9 paiy 778
Adjusted figures, which exclude the amortisation of goodwill and irtangibte assets, exceptional items and related ax effects, arg presented as additional
parformance measures.
EARNINGS PER ORDINARY SHARE (EPS)
Note piﬂ
Basic EPS 10 1.4
Diluted EPS 10 158
EPS based on 52.9% econamic interest in the Reed Elsevier combined husinesses 10 15 7
Adjusted EPS 10 33 P44

The ahove amounts derive from continuing activities.




CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2000

2000 1099
Note £m £m
Net cash outtlow trom operating activities 1 i} &
Dividends received from Reed Elsevier plc 97 172
Interest received 4 3
Retums on investments and servicing of finamee 4
Taxation ﬁ} 7
Ordinary dividends paid 98 (e
Cash inflow before changes in short term vestments and financing 1 ¥
(Increase)}/decrease in short term investments i1 431} Z
lssue of ordinary shares ]
Increase in net funding balances to Reed Elsevier plc group 1 {27 {5
Financing 430 i
Change in net cash . -
CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 DECEMBER 2000
2000 1999
£m £m
Profit/({loss) attributable to ordinary shareholders ¥ {38
Exchange franslation differences B4 g
Total recognised gains and losses for the year 71 {50
Recognised gains and losses include gains of £75m (1999 losses of £37m) in respect of joint ventures.
RECONGILIATION OF SHAREHOLDERS' FUNDS
FOR THE YEAR ENDED 31 DECEMBER 2000
Cansolidated Company
2000 199¢ 2000
£m £m £m
Profit/{loss} aftributable to ordinary shareholders 1 33 93
Ordinary dividends paid and proposed {185 {116} {123 HER:
Issue of ordinary shares, net of expenses T 4 e 4
Redemption of preference shares - ) - 4!
Exchange translation differences B - -
Equalisation adjustrnents 28 5] 4 ~
Net increase/{decrease) in shareholders® funds 528 {148 54 3
Shareholders’ funds at 1 January i 1,127 1051 Lty

Shareholders’ funds at 31 December

s
By
posi)
(1=

ogy 1738 10561




BALANGE SHEETS
Consthidated Company
A5 AT 31 DECEMBER 2000 2600 1999 2000 1999
HNote £m &m £m £m
Fixed asseis
Investment in joint ventures: 12
Share of gross assets 1834 -
Share of gross liabilities {2,733} -
Share of net assets ] -
investments 13 1,005
Lo 857 105
Current assets
Debtors 14 513 233 513 233
Short term investments 431 - 433 -
G944 233 a4l 233
Creditors: amounts falling due within one year 15 100 (73 {1783 3nh
Het current assets B4 150 i 82
Total assets less current liabilities 1,845 1,771
Creditors: amounts falling due after more than one year 16 38 (36 £383
Net assets 1,508 31 1.73%
Capital and reserves
Called up share capital 17 188 143 1453 4%
Share premium account 19 28 233 a5 733
Capital redemption reserve 19 4 4 4 4
Profit and loss reserve 19 52y it 547 St
Shareholders’ funds 1,602 e 1,735 1,061

The financial statements were approved by the Board of Directoys, 21 February 2001.

M Tabakshlat MH Armour
Chairman Chief Financial Officer




ROTES TO THE FINANCIAL STATEMENTS

1 Income from interesis in joint ventures

2000 1999
Note £m £m
Share of operating profit before amortisation and exceplional items
{based on 52.9% economic interest in the Reed Elsevier combined businesses) 4318 430
Effect of tax credit equalisation on distributed eamings 2 HiH 1
Items consolidated within Reed International group f i
A 414
Share of non operating exceptional items
Reed Elsevier combined results (52.9%) A3 4
ltems consolidated within Reed International group
45 4

Segmental analysis of the Reed Elsevier combined results is shown in the Reed Elsevier combined financial statements.

2 Effect of tax credit equalisation on distributed earnings

The equalisation adjustment arises only on dividends paid by Reed International to its shareholders and reduces the eamings of the company by 47.1%

of the total amount of the tax credit, as set out in the accounting policies on page 60.

3 Operating loss

The operating loss comprises administrative expenses and includes £255,000 (1999 £510,000) paid in the year to Reed Elsevier plc under a contract

for the services of directors and administrative support. The company has no employeges (1999 nll).

4 Audditors’ remuneration

Audit fees payabie for the group were £22,000 {1999 £21,000). Non audit fees payatie by the company to its auditors in connection with the share oftering
were £350,000 (1929 £nil).

5 Directors’ emoluments

Information on directors’ remuneration, share options, longer term incentive plans, pension contributions and entilements is set out in the Remuneration Repart
on pages 20 to 26 and forms part of these financial statements.

[ Net interest

2000 1999
£m £m
Interest payable and similar charges

0n loans from Reed Elsevier plc group - {4

Interest receivable and similar income
On short term investments ¥ -
On loans to Reed Elsevier plc group 3 I
Net interest income z 2
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7 Tax on profil on ordinary activities

2000 1999
£m £m
UK corporation tax b 5
Share of tax arising in joint ventures:
Before amortisation and exceptional items a4 103
On amortisation and exceptiona items 11} {5
Totat & i
UK corporation 1ax has been provided at 30.00% (1999 30.25%).
The share of tax arising in joint ventures is high as a proportion of the share of profit before tax principally due to non-tax deductible amortisation and the
non-recognition of potential deferred tax assets.
8 Dividends
2000 1999 2000 1999
pence pence £m £m
Ordinary shares of 12.5 pence each
Interim 318 4,64 3%
Final (2000 proposed) 850 544 a8 653
Total 100 .00 122 1
9 Adjusted figures
2000 1990
£m £m
Profit before tax a8 51
Effect of tax credit equalisation on distributed earnings 3 i
Profit before tax based on 52.9% economit interest in the Reed Elsevier combined businesses 02 57
Adjustments;
Amortisation of goodwill and intangible assets 248 197
Exceptional items 0 122
Adiusted profit before tax b 7
Profit/(loss) attributable to ordinary shareholders 11 3
Effect of tax credit equalisation on distributed earnings & 3
Frofit/(loss) attributable to ordinary shareholders based on 52.9% economic interest
in the Reed Elsevier combined businesses 17 3%
Adjustments:
Amortisation of goodwill and intangible assets 248
Exceptional items 5
Adjusted profit attributable to ordinary shareholders ¥vn P
2000 1999
pence pence
Basic earnings/{loss) per ardinary share 15 3.4}
Effect of tax credit equalisation on distributed earnings 45 ta
Earnings/{loss) per share based on 52.9% economic interest in the Reed Elsevier combined businesses 15 2.9
Adjustments:
Amortisation of goodwill and intangible assets 4 172
Exceptional tems 0.4 1003

Adjusted eamings per ordinary share 253 244
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10  Earnings per ordinary share (EPS}

2000
Weighied
Earnings  average number EPS
Note £m  of shares {milions} pence
Basic EPS i1 1,156.4 %,
Diluted EPS 11 1,161.2 10
EPS based on 52.9% economic interest in the Reed Elsevier combined businesses 17 1,1564 15
Adjusted EPS 9 2 1,156.4 23.2
1999
Weighted
Earnings  average numbes EPS
£m  of shares (millions) pence
Basic EPS {34 1,145.1
Diluted EPS 35 1,145.3
EPS based on 52.9% economic interest in the Reed Efsevier combined businesses {3 1,145.1
Adjusted EPS 9 273 1,145.1 244
The diluted EPS figures are calculated after taking account of the effect of share options.
11 Cash flow statement
Reconciliation of operating profit to net cash flow from operating activities
2000 1999
£m £m
Operating loss 431 i1
Net movement in debtors and creditors - {1
Net cash outfiow from operating activities H i}
Reconciiiation of net borrowings
Net funding
Shortterm  balances to Reed
investments  Elsevier plc group Total
£m £m £m
At 1 January 2000 187 197
Gash flow 431 278 Fig
At 31 December 2000 431 476 8l




12  Fixed asset invesiments — consolidated

fnvestment in joint ventures

HOTES TO THE FINANCIAL STATEMENTS

2000 1999
£m £m
Share of operating profit 198 %
Share of non operating exceptional items 45 4
Shate of net interest payable {BE (38)
Share of profit before tax & 44
Share of taxation 83 !
Share of profit/(loss) after fax g {4
Dividends receltved “un (s
Exchange translation differences & g
Equalisation adjustments 128}
Net movement in the year &8
At 1 January ae¥
At 31 December Bt
The investment in joint ventures comprises the group's share at the following amounts of:
“En
Fixed assets 2,484
Current assets 1850
Creditors: amounts falling due within one year {2,200
Creditors: amounts falling due after more than one year St
Provisions B8]
Minority interests %}
Total oty

Included within share of current assets and creditors are cash and short term investments of £412m (1999 £233m) and borrowings of £1,072m (1999 £797m)

respectively.

13  Fixed asset investments — company

Subsidiary Jeint
undertakings ventures Total
£m £m £m
Cast and net book amount — 2000 and 1999 i 1 1405
14 Debtors
Gonsolidated Company
2000 1993 2000 1293
£m £m £m £m
Amounts owed by Reed Elsevier plc group 2 s 512 a3
Other debtors 4 - 1 -
Total 513 233 513 233
Amounts falling due after more than one year are £40m (1999 £40m). These amounts are denominated in sterling and earn interest at a fixed rate of 9.8%
(1999 9.8%; for a duration of seven years {1999 eight years). At 31 Decernber 2000 these amounts had a fair value of £49m (1999 £44m).
15 Creditors: amounts falling due within one year
Consolidated Company
2000 1999 2000 1999
Em £Em Em £m
Other creditors 2 H z i
Proposed dividend &5 % B a3
Taxatien 18 4 10 4
Amounts owed to group undertakings - = % i3
Total HEL i 178 il
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16 Creditors: amounts falling due after more than one year

Congolidated Company
2000 1399 2000 1993
£m £m £m £m
Amounts owed to Reed Elsevier plc group ki 3% a8 36

These amounts are derominated in sterling and earn interest at a fixed rate of 10.5% {1999 10.5%) for 3 duration of five years (1999 six years). At 31 December
2000 these amounts had a fair value of £43m (1999 £44m).

17  Gailed up share capital

Authorised Issued and fully paid
2000 1999
No. shares £ million No. shares £ million No. shares £ million
Ordinary shares of 12.5p each 1,262,450,655 155 1,262,450,655 58 1,145,631,010 142
Unclassified shares of 12.5p gach 209,002,521 i) - - -
Total 184 158 143

On 5 December 2000, the company issued 113,700,000 new 12.5 pence ordinary shares at 625 pence each following a joint intemnational offering by Reed
Internationat and Elsevier. The purpose of the offering was 1o finance the proposed acquisition by Reed Elsevier of the Scientific, Technical and Medical business

and the Schools Education and Testing businesses of Harcourt General, Inc. The nominal value of the shares issued by the company was £14.2m and the net
proceeds were £694m.

Details of shares issued under share option schemes are set out in note 18.

18  Share option schemes

During the year & total of 3,119,645 ordinary shares in the company, having a nominal value of £0,4m, were allatted in connection with the exercise of share
options. The consideration received by the company was £13.4m. Options were granted during the year under the Reed Eisevier pic Executive Share Oplion
Scheme and the Reed Elsevier plc Senior Executive Long Term Incentive Scheme to subscribe for 3,401,931 and 14,370,866 ordinary shares, respectively, at
prices between 436.5p and 700p per share. Options were also granted during the year under the Reed Elsevier plc SAYE Share Option Scheme to subscribe for
2,542,410 ordinary shares at a price of 336.2p per share. Options to subscribe for 2,244,137 ordinary shares in the company lapsed.

Options outstanding at 31 December 2000 over the company’s ordinary share capital were:

Number of Ranga of
ordinary shares subscription prices Exercisable
UK and overseas executive share option schemes 23,725,375 208.75p — 700p 2001-2010
Senior Executive L.ong Term Incentive Scheme 14,370,866 436.50p — 700p 2005
UK SAYE share option scheme 4,374,895 320.60p — 499.20p 2001-2006

The above entitiements will, upon exercise, be met by the issue of new ordinary shares.

Excluded from the above are options which, upon exercise, wili be met by the Reed Elsevier pic Employee Benefit Trust from shares purchased in the market.
These comprise 601,071 nil cost options granted to certain directors and senior executives of Reed Elsevier plc, details of which are shown in the Remuneration
Report on pages 20 to 26, and 2,514,405 options granted at subscription prices ranging between 424p and 677.25p.

18  Reserves
Gonsolidated
Share Capitat Profit
premium redemption and loss
account reserve reserve Total
£m £m Em £m
At 1 January 2000 433 4 Bt e
Issue of ordinary shares, net of expenses 2] - £4%
Profit attributable to ordinary shareholders - - 13 151
Ordinary dividends paid and proposed - - {125 {123
Exchange translation differences - - &0 &4
Equalisation adjustments 28 28y
At 31 December 2000 425 4 #3 1,45%

Equalisation adjustments refate to equity accounting effects in respect of the proceeds of the joint international offering (see note 17).
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19 Reserves (continued}

Company

Shate Capital Pyofit

premium redemption and joss
account reserve resgeve Total
£m £m £m £m
At 1 January 2000 #33 £ 874 905
Issue of ordinary shares, net of expenses G - - €53
Profit attributabie to ordinary shareholders - - 3B aa
Ordinary dividends paid and proposet - - 1323 {izn
At 31 December 2000 4z8 4 B47 15T

Reed International’s share of the revenue reserves of the Reed Elsevier combined businesses is £651m (1999 £710m),

20 Contingent liabilities

There are contingent liabifities in respect of bomowings of the Reed Elsevier plc group and Elsevier Reed Finance BY group guaranieed by Reed International
as follows:

2000 1099
£m £m
Guaranteed jointly and severally with Elsevier 1827 1,451

Guaranteed solely by Reed International o 1

Financial instruments disclosures in respect of the borrowings covered by the above guarantees are given in note 22 to the Reed Elsevier combined financial
statements on pages 47 10 50.

21 Capital commitments
Details of the capital commitments of the company’s joint ventures are disclosed in note 27 to the Reed Elsevier combined financial statements on page 53.

22  Principal joint ventures
The principal joint ventures are:

% holding
Reed Elsevier pic
lncorparated and aperating in Great Britain £10,000 grdinary ‘R’ shares 100%
25 Victoria Street, £10,000 ordinary ‘E’ shares -
London SW1H OEX £1060,000 7'/:% cumulative preference non voling shares 100%
Holding company for operating businesses involved
in scientific, legal, educational and business publishing Equivalent to a 50% equity interest
Elsevier Reed Finance BV
incorporated in the Netherands 101 ordinary ‘R’ shares 100%
Van de Sande Bakhuyzenstraat 4, 154 ordinary 'E' shares -
1061 AG Amsterdam
Holding company for financing businesses Equivalent to 2 39% equity inferest
The 'E’ shares in Reed Elsevier pl¢ and Elsevier Reed Finance BV are owned by Elsevier.
23 Principal subsidiary undertakings
The principal subsidiary undertaking is:

% holding

Reed Holding BV
Incomporated in the Netherlands 40 ordinary shares 100%
Van de Sande Bakhuyzenstraat 4,
1061 AG Amsterdam

Reed Holding BY owns 4,049,951 shares of a separate class in Elsevier. Subject to renewal of the authority to allot shares at the forthcoming Annua! General Meeting, the

boards of Elsevier intend to ailot an additional 629,298 R-shares to Reed Holding BV so as to maintain Reed Intemational’s 5.8% indirect equity interest in Elsevier (5.2%
at 31 December 2000 following the joint intemational offering by Reed Intemational andg Eisevier).
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AUDITORS® REPORT TO THE MEMBERS OF REED INTERNATIONAL PL.C.

We have audited the Reed International P.L.C. financial statements (‘the financial statements’) on pages 60 to 69 which have been prepared under the
accounting policies set out on page 60.

Respective responsibilities of directors and auditors

The directars are responsible for preparing the Annual Repart, including, as described on page 59, preparation of the Financial Statements, which are required to
be prepared in aceordance with applicable United Kingdom law and accounting standards. Our responsibilities, as independent auditors, are established by
statute, the Auditing Practices Board, the Listing Rules of the Financial Services Authority, ant by our profession's ethical guidance.

We report to you our opinion as to whether the financial statements give a trie and fair view and are properly prepared in accordance with the Companies Act
1985, We also report to you if, in our opinion, the directars’ report is not consistent with the financial statements, if the company has not kept proper accounting

records, if we have not received all the information and explanations we require for our audit, of i information specified by law or the Listing Rufes regarding
directors’ remuneration and transactions with the company and other members of the group is not disclosed.

We review whether the corporate governance statement on page 59 reflects the company’s compliance with the seven provisions of the Combined Code
specified for our review by the Financial Services Authority, and we report i it does not. We are not required to consider whether the board’s statements on

internal control cover all risks and controls, or to form an opinion on the effectiveness of the group’s corporate governance procedures or its risk and control
procedures.

We read the other information contained in the Annual Report, including the corporate governance statement, and consider whether it is consistent with the

audited financlal statements. We consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with
the financial statements,

Basis of audit opinion

We conducted our audit in accordance with United Kingdom 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 judgements

made by the directors in the preparation of the financial statements, and of whether the accounting polisies are appronriate to the circurnstances of the campany
and the group, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we consider 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 irregularity or ervor.
In forming our opinion we also evaluated the overall presentation of information in the financial statements.

Opinion
In our opinion the financial statements give a true and fair view of the state of affairs of the company and the group as at 31 December 2000 and the profit of
the group for the yggf then ended and have been properly prepared in accordance with the Companies Act 1985.
(Wl % ok
Deloitte & Touche

Chariered Accountants and Registered Auditors
London

21 February 2001




STRUGTURE

Corporate structure

Reed Elsevier came into existence in January
1993, when Reed International and Elsevier
contributed their businesses o two jointly owned
companies, Reed Elsevier plc, a UK registered
company which owns all the publishing and
information businesses, and Elsevier Reed Finance
BY, a Dutch registered company which owns the
financing activities. Reed International and Elsevier
have retained their separate legal and national
identities and are publicly held companies with
separate stock exchange listings in Amsterdam,
London and New York.

Equalisation arrangements

Reed International and Eisevier each holds a 50%
interest in Reed Elsevier plc. Reed Internationat
holds a 39% interest in Elsevier Reed Finance BY,
with Elsevier holding a 61% interest. Reed
International additionally holds an indirect equity
interest in Elsevier, reflecting the arrangements
entered into between Reed Intemational and
Elsevier at the time of the merger, which
determined the equalisation ratio whereby one
Eisevier ordinary share is, in broad terms,
intended to confer equivalent economic interests
10 1.538 Reed International ordinary shares. The
equalisation ratio is subject 1o change 1o reflect
share splits and simitar events that affect the
number of outstanding ordinary shares of either
Reed International or Elsavier.

Under the equalisation arrangements, Reed
International shareholders have a 52.9%
econemic interest in Reed Elsevier, and Elsevier
shareholders {other than Reed Iniernaiional) have
a 47.1% economic interest in Reed Elsevier.
Holders of ordinary shares in Reed International
and Elsevier enjoy substantially equivalent
dividend and capital rights with respect 1o their
ordinary shares.

The Boards of both Reed international and
Eisevier have agreed, except in exceptional

circumstances, 10 recommend equivalent gross
dividends (including, with respect fo the dividend
on Reed International ordinary shares, the
associated UK tax credit), based on the
equalisation ratio. A Reed Internationat ordinary
share pays dividends in stering and is subject to
UK tax law with respect to dividend and capital
rights. An Elsevier ordinary share pays dividends
in euros and is subject 1o Dutch tax law with
respect to dividend and capital rights.

CORPORATE GOVERNANCE

Compliance with codes of best practice

The Boards of Reed International and Elsevier
support the principles of corporate governance set
out in the Combined Code in the Listing Rules of
the Financial Services Authority (*the Combined
Code™) and corporate govemance best practice in
the Netherlands as set out in the
recommendations of the Peters Committee.

The Boards of Reed International and Elsevier
have implemented standards of corporate
governance and disclosure policies applicable to
companies listed on the stock exchanges of the
United Kingdom and the Netherlands. The effect of
this is that an obligation applying to one of Reed
International or Elsevier will, where not in conflict
angd practicable, aiso be observed by the other.

The way in which the relevant principles of
corporate governance are applied and complied
with within Reed Intemational, Elsevier, Reed
Elsevier plc and Elsevier Reed Finance BY is
described below.

Reed International

Reed International, which has its primary listing
on the London Stock Exchange, has complied in
all material respects throughout the period under
review with the code provisions set out in Section 1
of the Combined Code.

Elsevier

Elsevier, which has its primary listing on Buronext

in Amsterdam, has complied throughout the period
under review with the listing rules of Euronext and
best custom and practice appropriate to
internationally focused Dutch companies.

In order to facilitate the possibility of proxy voting
by Elsevier shareholders, approval will be sought
at the Elsevier Annuat General Meeting in April
2001, Yo authorise the setting of a record date for
the purpose of determining attendance and voting
rights at general meetings of shareholders.

BOARDS

Reed Infemational

The Reed International Board consists of five
executive directors: Crispin Davis (Chief Executive
Officer), Mark Armour {Chief Financial Dfficer),
Derk Haank, Andrew Prozes and Gerard van

de Aast, and six non-executive directors:

Morris Tabaksbiat (Chairman), John Brock,

Roelof Nelissen, Steven Perrick, Rolf Stomberg
and David Webster. Subject to the approval of the
appointment of Andrew Prozes and Gerard van de
Aast at the Elsevier Annual General Meeting in
Aprit 2001, 4l of the directors are also, or will be,
directors of Reed Elsevier plc and Elsgvier.

All Reed Intemational directors are subject to
retirement at least every three years, and are able
then to make themselves available for re-glection
by Reed International shareholders.

As the non-executive divectors are a source of
strong independent advice and judgement, the
board has considered carefully the need to
appoint a senior non-executive director, other than
the Chairman, as recommended by the Combined
Code, and has conclided that such an
appointment is not necessary at the present time.,

Elsevier

Elsevier has a two-tier board structure comprising
a Supervisory Board of eight members, all of
whom are non-executives and an Executive Board
of three members. The members of the




Supervisory Board are Morris Tabaksblat
(Chairtman), Dien de Boer-Kruyt, John Brock,

Otto ter Haar, Roelof Nelissen, Steven Perrick,
Rolf Stomberg and David Webster. The Executive
Board comprises Crispin Davis {Chief Executive
Officer}, Mark Armour (Chief Financial Officer) and
Derk Haank. A proposal will be put to the
forthcoming Eisevier Annual General Meeting to
appaint Andrew Prozes and Gerard van de Aast as
additional members of the Executive Board. With
the exception of Dien de Boer-Kruyt and

Otto ter Haar, all of the directors are also directors
of Reed International and of Reed Elsevier plc.

Otio ter Haar will retire at the conclusion of the
Annual General Mesting in April 2001, when he
will reach the statutory retirement age.

The functioning of and the relationship between
the Executive Board and the Supervisory Board
is governed by rules which have been adopted
by the combined mesting of these boards (the
Combined Board) and the Supervisory Board
held a meeting during the year fo discuss the
functioning and the constitution of the boards.

The members of the Elsevier Executive and
Supervisory hoards are appointed by the
shareholders and are subject to reticement at
least every three years in accordance with a
rotation schedule. They can be re-elected for
successive terms, it being understood that no
member of the Supervisory Board shall in
principle serve more than 9 years in succession.
The joint Nominations Committee of Reed
International and Elsevier selects and
recommends candidates for appointment to the
Executive Board or the Supervisory Board. As
regards the constitution of the Supervisory Board,
nominations for appointment will be made in
accordance with the profile that has been
adopted by the Combined Board.

Reed Eisevier plc
The Reed Elsevier plc board consists of five

executive directors and six non-executive
directors. Biographical information in respect of
the members of the board appears on page 5 of
the Annual Review and Summary Financial
Statements. Biographical information in respect of
the two members of the Elsevier Supervisory
Board who do not serve on the Reed International
and Reed Elsevier pic boards appears on page 31
of the Annwal Review and Summary Financial
Statements.

None of the non-executive directors are involved
in any busingss relationship with Reed Elsevier,
with the exception of Steven Perrick, who is a
partner in Freshfislds Bruckhaus Deringer, an
intemational firm of advisers who provide legal
advice to Reed Elsevier. As a general rule,
non-executive directors will serve on the board
for a maximum period of ten years. The board,
on the recommendation of the joint Nominations
Committee, may extend this period where they
consider it appropriate in individual
circumstances.

Elsevier Reed Finance BV

The Elsevier Reed Finance BV group provides
finance and treasury services to the Reed Elsevier
pic group businesses. The principal finance
suhsidiary, Elsevier Finance SA, is based in
Switzerland. The Supervisory Board of Elsevier
Reed Finance BY comprises Roalof Nelissen
(Chairman), Mark Armour, Dien de Boer-Kruyt and
Otto ter Haar, with the Management Board

consisting of Comelis Alberti and Wiliem Boellaard.

Otto ter Haar will retire from the Elsevier Reed
Finance BY Supervisory Board at the conclusion of
the Elsevier Annuat General Meeting in April 2001,
when he will reach the statutory retirement age.

COMMITIEES

Audit Gommittees

Reed intermational, Elsevier and Reed Elsevier
plc have established Audit Committees which
comprise ortly non-executive directors, the

majority of whom are independent. The
committees, which meet regulary, are chaired by
David Webster, the other members being Steven
Perrick and Roelof Nelissen, The commiitiees are
responsible for reviewing matters relating to the

financial affairs of the companies, internal control
policies and the internal and extemal audit
programmes, This includes, for example, reviewing
accounting palicies, compliance with accounting
standards and other statutory requirements, and
matters related to the effectiveness of intemal
controls, The committees also consider the
appointment and fees of external auditors,
including the nature and extent of non-audit
services provided by the auditors. Senior
reptesentatives of the internal audit function of
Reed Elsevier plc and the external auditors of the
respective companies attend meetings of the
committees.

Neminations Committes

Reed international and Elsevier have established
a joint Nominations Committee which Is chaired
by Moryis Tabaksblat, the other members being
Crispin Davis, Steven Perrick and Rolf Stomberg.
The committee meets regularty and its terms of
reference include assessing the performance of
the directors, assuring board sucgession and
making recommendations to the boards of Reed
International, Elsevier and Reed Elsevier plc
concerning the appointment or reappointment of
directors to, and the retirement of directors from,
those boards. In conjunction with the Chairman of
the Reed Elsevier pic Remuneration Committee
and extemal consultants, the committee is also
responsible for developing proposals for the
remuneration and fees for new directors.

Remuneration Committee

Reed Elsevier plc has established a Remuneration
Committee which comprises only independent
non-executive directors. The committee, which
megets reguiarly, is chaired by Rolf Stomberg, the
other members being John Brock and Roelof
Nelissen. The committee Is responsible for
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recommending to the board the remuneration in
alt its forms of executive directors of Reed Eisevier
pic, and provides advice to the Chief Executive
Officer on the remuneration of executives at a
senior level below the board. All executive
directors of Reed Intemmational and Elsevier are
also executive directors of Reed Elsevier plc.

The fees of non-executive directors are dealt with
by each of the boards as a whole.

Strategy Committee

Reed Elsevier plc has established a Strategy
Committee which is chaired by Morris Tabaksblat,
the other members being Crispin Davis, John
Brock and David Webster, The committes meels
reguiarly and its terms of reference include
reviewing the major features of the strategy
proposed by the Chief Executive Officer, and
subsequently recommending the proposed strategy
to the board, The committee is also responsible for
reviewing any acquisition or investment which
would have major strategic or structural
implications for the Reed Elsevier plc group.

PEOPLE, COMMUNITY AND ENVIRONMENT
Employee relations

The board of Reed Elsevier pic is fully commitied
to the concept of employee involvement and
participation, and encourages each of its
businesses to formulate its own tailor-made
approach with the co-operation of employees.
The group is an equal opportunity employer, and
recruits and promotes employees on the basis
of suitabliity for the job. Appropriate training and
development opportunities are available to all
employees, Codes of Conduct applicable to
employees within the Reed Elsevier plc group
have been adopted by its businesses.

Investor relations

Reed international and Elsevier parlicipate in
regutar dialogue with institutional shareholders,
and presentations on the Reed Elsevier combined
businesses are made after the announcement of

the interim and full year results. A trading update
is provided at the respective Annual General
Meetings of Reed Intermational and Elsevier, and
near the end of the financial year. The Annual
General Meetings provide an opportunity for the
boards of Reed Internationa! and Elsevier to
communicate with private shareholders. The
Chairman, Chief Executive Officer, Chairman of the
Rermuneration Committee and other directots are
available o answer questions from shareholders.
Important announcements concerning Reed
Elsevier are made available on the website:
www.reedelsevier.com.

The environment

Reed Elsevier comprises a number of business
units operating within different countries. The
hoard of Reed Elsevier plc recognises that the
operations of its businesses have an impact on
the environment, principally in the areas of the
use of energy and paper, the use of production
technologies and the recycling of waste, and is
committed to ensuring that the impact is reduced
where practicable. The 8oard has adopted a
policy, the terms of which require each of the
business units to establish targets and to report to
the Board annyally on the performance against
such targets. The members of the beard with
responsibility for Reed Elsevier's global pusiness
divisions are responsible for ensuring compliance
with Reed Elsevier's overall environmentaf policy,
and with any environmental regulations applicable
to the businesses within each division. A range of
local initiatives already undertaken include supply
chain management, energy saving at major
premises, active recycling and waste recovery, the
use of glectronic communications to reduce the
consumption of paper and other products and the
use of video teleconferencing to reduce travel,
where practicable.

Commumity relations

The policy of Reed Elsevier is that the business
units should be able to support charities and
institutions whose activities are dedicated fo, or

connected with, the specific industries or
communities within which each unit operates.
This results in a very wide range of philanthwopic
action. Institutional support typically takes the
form of awards or scholarships for schoals,
universitios or librarigs. Community and charitable
support focuses on megting local needs, by direct
donation, matching of employee contributions or
direct employee involvement in fundraising,
service or assistance.

INTERNAL CONTROL

Parent eompanies

The boards of Reed International and Elsevier
exercise independent supervisory roles over the
activities and systems of intemal control of Reed
Elsevter plc and Elsevier Reed Finance BV They
approve the strategies and annual budgets of
each company, and receive reguiar reports on
their operations, including their treasury and risk
management activities. Major transactions
proposed by the boards of Reed Eisevier pic or
Eisevier Reed Finance BV require the approval of
the boards of both Reed intemational and Elsevier.

The Reed International and Elsevier Audit
Committees meet on a regular basis to review the
systems of internal control of Reed Elsevier pic
and Elsevier Reed Finance BV,

Operating and finance companies

The board of Reed Elsevier plc is responsible for
the system of internal control of the Reed Elsevier
publishing and information businesses, while the
boards of Elsevier Reed Finance BV are
responsible for the system of intermal control in
respect of the finance group activities. The
objective of these systems of internal control is to
manage, rather than eliminate, the risk of failure
to achieve business objectives, Accordingly, they
can only provide reasonable, but not absolute,
assurance against material misstatement or loss.

In accordance with the guidance published by the
Internal Control Working Party of the Institute of
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SHAREHOLDER INFORMATION

Analyses of ordinary shareholders

Holders % held

Shares held % held
Ordinary shareholders 31 Dec 2000 31 Dec 2000 31 Dec 2000 31 Dec 2000
Individuals 24,470 71.36 74,880,498 5.93
Institutions and companies™ 9,820 28.64 1,187,570,157 94.07
Tolals 34290 100.00 1,262 450,655 100.00
*Nominees have been included under institutions and comipanies.
Halders % held Shares hekd % heid
Ordinary shareholdings 31 Dec 2000 31 Dec 2000 31 Dec 2000 31 Dec 2000
1-1,000 15,153 4419 8,024,368 0.63
1,001-10,000 16,743 4883 46,661,348 370
10,001-100,000 1,532 447 46,857,776 an
100,001-1,000,000 675 197 213,720,474 16.93
1,000,001-10,000,000 165 0.48 427,981,927 33.90
Over 10,000,000 22 0.06 519,204,762 113
Totals 34,290 100.00 1,262,450,655 100.00

Registrar

The Reed International share register is administered by Computershare Services PLC. Enquiries concerning shareholdings in Reed International, dividend
payments, share centificales and change of personal details should be addressed to Computershare Services PLT, PO Box 82, The Pavilions, Bridgwater Road,
Bristol B339 7NH (telephone — 0870 702 0000, textphane — 0870 702 0005). In addition, a Read International shareholder ¢an obtain informatien concerning
their shareholding, or initiate changes to standing instructions, via the Internet at www-uk.computershare.comy/investor.

Individual Savings Account

Details of an ISA facility for Reed International ordinary shares may be obtained by writing to Halifax Share Dealing Ltd, Corporate ISAs, Trinity Road,
Halifax HXt 2RG (telephone 0870 600 9966).

Share dealing facility
A Reed International postal share dealing service is operated by Cazenove & Co, 12 Tokenhouse Yard, London EC2R 7AN {telephone 020 7606 1768).

Financial diary
The financial diary for 2001 is shown on page 35 of the Annual Review and Summary Financial Statements.

Capital gains tax

The mid-market price of Reed Intemationai’s £1 ordinary shares on 31 March 1982 was 282p each which, when adjusted for the four for one share split
on 28 July 1986 and the subsequent two for one share split on 2 May 1997, gives an equivalent amount of 35.25p for each 12.5p ordinary share.

Share price information

The Reed International share price may be obtained via the Internet at www.reedelsevier.com, through the CEEFAX and ORACLE service and also from national
nEWSpapers.

American Depositary Shares

Enquiries conceming Reed International American Depositary Shares (ADSs) shauld be addressed to Citihank Shareholder Services, PO Bax 2502, Jersey City,

New Jersey 07303-2502 (telephone +1 877-CITI-ADR ~ tolf free if dialled from within the United States). Alternatively, information can be obtained via the intemet
at www.citibank.com/adr.

Reed International’s CUSIP number is 758212872 and its trading symbol is RUK.
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FIVE YEAR FINANCIAL SUMMARY

{in €m, unless otherwise indicated)

1996 1997 1998 1999 2000
PROFIT
Adjusted profit attributable 380 440 425 401 419
PER SHARE INFORMATION (in €)
Adjusted EPS .51 G.62 {.60 057 059
Cash dividend per ordinary share 0.34 043 0.39 027 6.28
Pay-out 87% 65% 66% 47% 47%
Share price, high 13.79 17.88 17.83 15.25 16.07
Share price, low 8,87 1203 994 895 8.30
Share price, closing 13.25 14,88 1193 11.86 15.66
OTHER DATA
Average number of shares outstanding {in millions} 704 707 708 708 715
Number ot shares outstanding at year end (in millions) 706 707 708 709 776
Market capitalisation 9,355 10,528 8,447 8,409 12,152
Price/eamings ratio 26 24 it 21 27

{i) Firanctal information for 1996 to 1998 has been calcutated on the basis of the official exchange rate of Dfl 2.20371 to one eura. Percentage changes and
financial ratios have been calculated using historic guilder figures and may be affected by rounding.

(i) Adjusted profit attributable and adjusted EPS are bafore amortisation of goodwill and intangible assets, exceptional items and related tax effects.

{iii} Per share information has been calculated using the average number of shares outstanding, taking into account that the R-shares can be converted
into ten ordinary shares.

a {iv) Pay-out is the cash dividend as a percentage of adjusted EPS.
{v) The closing price is the final quotation at year snd on the Stockmarket of Euronext Amsterdam N.V. for ordinary shares.
{vi} The price/eamings ratio is the closing share price divided by adjusted EPS.

{vii) The number of shares outstanding at year end include the R-shares, assuming that they have been converted into ten ordinary shares. A further 629,298
R-shares, equivalent to 6,292,980 ordinary shares on conversion, are intended to be allotted to Reed International so as to maintain its 5.8% indirect equity
interest in Elsevier following the joint international share offering {see note 9 to the financial statements).

(viil) Market capitalisation is the number of shares outstanding at year end multiplied by the closing price.
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THE SUPERVISORY BOARD'S REPORT

As required by Article 33 of the Articles of Association, we herewith submit the Executive Board's annual report and financial statements for the

financia! year ended 31 December 2000 to the shareholders’ meeting for adoption. The financial statements have been examined by Deloitte & Touche,
Accountants, Amsterdam.

We refer o the Report of the Chatrman and the Chiet Executive Officer and to the other reports contained within the Reed Elsevier Annual Review and Summary

Financial Statements 2000 and the Reed E'sevier Annual Reports and Financial Statements 2000. These reports expiain the business results of 2000, the financial
state of the company at the end of 2000, and the key strategic issues.

The equalisation agreement between Eisevier and Reed International has the effect that shareholders can be regarded as having the interests of a single
economic group and provides that Elsevier shall declare dividends such that the dividend on one Elsevier ordinary share, which shall be payable in euros,
will equal 1.538 times the cash dividend, inciuding the related UK tax credit, paid on ane Reed International ordinary share. In that context, the Combined
Supervisory and Executive Board (‘the Combined Board’) determines the amounts of the company’s profit fo be distributed and retained. The ordinary shares

and the R-shares are entitled to receive distribution in proportion to their nominal value. The Combined Board may resolve to pay less per R-share, but not
less than 1% of the nominal value.

Detalls of dividends are contained in the Review of 2000 Financial Performance on page 15.

The Supervisory Board

Registered office
21 February 2001

Van de Sande Bakhuyzenstraat 4
1061 AG Amsterdam

THE EXECUTIVE BOARD'S REPORT

We refer fo the Report of the Chairman and the Chief Executive Officer and to the other reports contained within the Reed Elsevier Annual Review and Summary

Finaricial Statements 2000 and the Reed Elsevier Annual Reports and Financial Staterents 2000. These reports explain the business results of 2000, the financial
state of the company at the end of 2000, and the key strategic issues.

The share of profits atiributable to the shareholders of Elsevier was €27m/Dfl 60m (1999 €48m/0l 106m loss). Net assets at 31 December 2000, largely
representing the investments in Reed Elsevier plc and Elsevier Reed Finance BY, were €2,448m/Dfl 5,395m (1299 €1,493m/Dit 3,290m).

The Executive Board

Registered office
21 February 2001

Van de Sande Bakhuyzenstraat 4
1061 AG Amsterdam




PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2000

2000 1959
Note €nt €m
Turnover
Including share of turnover of joint ventures 3,001 2,577
Less: share of tumover of joint ventures {3,091 (2570
Administrative expenses {3 o
Operating loss {before joint ventures) 1 {3} ()
Share of operating profit of joint ventures
Before amortisation and exceptional items 654 608
Amortisation of goodwill and intangible assets {(384) {284)
Exceptional items {895} {182)
175 142
Operating profit including joint ventures 172 137
Share of non operating exceptional items of joint ventures Fii] &
it &
tet interest
Group 2 7 3
Share of net interest of joint ventures {&2) (66)
(85) (63)
Profit on ordinary activities before taxation 157 30
Tax on profit on erdinary activities {130} {128
Profit/{loss) attributable to ordinary shareholders 4 (48)
Ordinary dividends paid and proposed {200) (179)
Retained loss taken to reserves (173) (227)
ADJUSTED FIGURES
2000 1999
Hote £€m €m
Profit before tax 3 466 540
Profit attributable 1o ordinary shareholders 3 49 401
Adjusted figures, which exclude the amortisation of goodwill and intangible assets, exceptional items and refated tax effects, are presented as additional
performance measures.
EARNINGS PER SHARE (EPS)
2000 1999
Note € €
Basic £PS 3 0.04 0en
Diluted EPS 0.03 0.07%
Adjusted EPS

3 0.59 0.57
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CASH FLOW STATEMENT
FOR THE YEAR ENOED 31 DECEMBER 2000
2000 1909
€m €m
Net cash outflow from operating activities 2) {5)
Dividends received from joint ventures 623 254
Interest received & 3
Returns on investments and servicing of finance 4 3
Taxation 4 -
Investment in joint venture {533) -
Acquisitions and disposals {533) -
Ordinary dividends paid {180} (255}
Cash outflow hefore financing {64) &)
Increase in short term investments {952} &
issue of ordinary shares 956 8
Net repayment of debenture loans 2) e
{ncrease)/decrease in funding balances to joint ventures 62 (3
Financing 1,016 5
Change in net cash - -
BALANCE SHEET
AS AT 31 DECEMBER 2000
2000 1999
Note €m €m
Fixed assets 4 1,674 1,559
Gurrent assets
Debtors 5 |3 61
Short term investments 971 19
976 80
Greditors: amounts falling due within one year 6 {154 {162)
et cwrrent assets/(liahilities) 822 {22
Tolal assels less current liabilities 2,496 1,537
Credttors: amounts falling due after more than one year 7 {6} (8}
Provisions 8 {42} {36}
Net asseis 2,448 1,493
Share capital issued a7 43
Paid-in surplus 1,328 385
Legal reserves 432 847
Other reserves 641 218

Shareholders’ funds 3 2,448 1,493




ACCOUNTING POLICIES

Basis of preparation

These statutory financlal statements report the profit and loss account, cash flow and financial position of Elsevier, and have been prepared in accordance with
Dutch generally accepted accounting principles. Unless otherwise indicated, all amounts shown in the financial statements are in millions of euro.

As a consequence of the merger of the company’s businesses with those of Reed International, described on page 18, the shareholders of Elsevier and Reed

International can be regarded as having the Interests of a single economic group, enjoying substarttially equivalent ordinary dividend and capital rights in the
earnings and net assets of the Reed Elsevier combined businesses.

Etsevier holds a majority inferest in Elsevier Reed Finance BY (81%) and is therefore requived to prepare consolidated financial staterents. However, management
helieves that a better insight into the financial position and results of Elsevier is provided by looking at the investment in the combined businesses in aggregate, as

presented in the Reed Elsevier combined financial statements on pages 28 to 53. Therefore, the Reed Elsevier combined financial statements form part of the
notes to Elsevier's statutory financtal statements.

tisevier's investments in the Reed Eisevier combined businesses are accounted for using the gross equity method, as adjusted for the effects of the equatisation
amangement between Reed international and Elsevier. The arrangement 1ays down the distribution of dividends and net assets in such a way that Elsevier's

share in the profit and net assets of the Reed Elsevier combined busingsses equals 50%. All settiements accruing to shareholders from the equalisation
arrangement are faken directly to reserves.

Because the dividend paid to sharehoiders by Elsevier is equivalent to the Reed International dividend plus the UK tax credit, Elsevier distributes a higher

proportion of the combined profit aftributable than Reed International. Reed International’s share in this difference in dividend distributions is setifed with
Elsevier and has been credited directly to reserves under equalisation,

Elsevier can pay a nominal dividend on its R-shares that is lower than the dividend on the ordinary shares, Reed Intemational will be compensated by direct

dividend payments by Reed Eisevier plc. Equally, Elsevier has the possibility to receive dividends directiy from Dutch affiliates. The settlements flowing from
these arrangements are also taken directly to reserves under equalisation.

Other accounting policies
Goodwill and intangible assets are capitalised on acquisition and amortised over a maximum period of 20 years.
Past service liabilities have been fully funded.

Other assets and liabilities are stated at face value.

Balance sheet amounts expressed in foreign currencies are translated at the exchange rates effective at the balance sheet date, Currency translation differences
arising from the conversion of investments in joirt ventures, expressed in foreign currencies, are directly credited or charged to shareholders’ funds.

Tax is calculated on profit from Elsevier's gwn operations, taking into account profit not subject to tax. The difference between the tax charge and tax payable

in the short term is included in the provision for deferred tax. This provision is based upon relevant rates, taking into account tax deductible losses, which can
be compensated within the foreseeable future.




HOYES TO THE FINAKCIAL STATEMENTS

1 Operating loss
Operating loss Is stated after the following:

2000 1999
<m £m
Gross remuneration
Salaries -
Total - 5

Gross remuneration represents the remuneration for present and former directors of Elsevier in respect of services rendered to Elsevier and the combined
husinesses, Fees for present and former members of the Supervisory Board of Elsevier of €0.2m (1999 £0.5m} are included in gross remuneration. In so
far as gross remuneration is related to services rendered to Reed Elsevier plc and Elsevier Reed Finance BV, it is borne by these companies.

2 Net interest

2000 1999
£m €m
Interest on receivables from joint ventures 2 2z
Other interest § 1
Net interest income 7 3
3 Adjusted figures 2000 1999
€m €m
Profit before tax 157 80
Adjustments:
Amaortisation of goodwill and intangible assets 384 284
Exceptional items 25 176
Adjusted profit before tax 566 540
Profit/(loss) attributable to ordinary shareholders 27 {48)
Adjustments:
Amortisation of goodwill and intangible assets 384 284
Exceplional tems & 185
Adjusted profit attributable to ordinary shareholders &14 401
2000 199
€ €
Earnings/(loss) per ordinary share 0.04 {0.07)
Adjustments:
Amaortisation of goodwill and Intangible assets 0.54 0.48
Exceptional items .01 0.24
Adjusted earnings per ordinary share 0.59 0.57
4 Fixed assets
Investments in joint ventures
2000 1999
€m €m
At January 1,559 1,861
Investment in joint venture 533 -
Share in profits/(losses) 24 {48}
Dividends received {623 {254
Currency translation 75 202
Equalisation (see note 9} 108 2
At 31 December

1,874 1,559

79




NOTES TO THE FINANCIAL STATEMENTS

4 Fixed assets (continued)

The investment in joint ventures comprises the group's share at the following amounts of:

2000 1999
€m £m

Fixed assets 3,781 3144
Current assets 1,229 1.0
Creditors: amounts fafling due within one year {2,572) {2,053)
Creditors: amounts falling due after more than one year (697} {491
Provisions o1} {55
Minority interests {6} i7}
Total 1,674 1,559

The investments in joint ventures are:
~ Reed Elsevier plc, London (50%)
— Elsevier Reed Finance BV, Amsterdam (61%)

In addition, Elsevier helds Dfl 0.3m par value In shares with special dividend rights in Reed Elsevier Overseas and Reed Elsevier Nederland, both with registered

offices in Amsterdam. These shares are included in the amount shown under investments in joint ventures above. They enable Elsevier to receive dividends from
companies within the same tax jurisdiction.

5 Debtors
2000 1909
£€m €m
Joint ventures - 37
Other accounts receivable 5 4
Total 5 61
The accounts receivable from joint ventures bear interest.
6 Greditors: amounts falling due within one year
2000 1999
€m €m
Proposed dividend 140 160
Joint ventures 3 -
Actounts payable and other debis 9 2
Total 154 102
7 Creditors: amounts falling due after more than one year
2000 1999
£m em
Debenture loans 6 8

Debenture loans consist of four convertible personnel debenture loans with a weighted average interest rate of 5.4%. Depending on the conversion terms,
the surrender of Dfl 1,000 par value debenture loans qualifies for the acquisition of 40—60 Elsevier ordinary shares.

8 Provisions

2000 1999

€m €m
Deferred taxation 41 35
Pension 1 1
Total

42 36
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NOTES TO THE FINANCIAL STATEMENTS

g Shareholders’ funds

Share capital Paid-in Legal Other

issued Surplus reserves reserves Total

€m €m €m €m €m

Balance as at 1 January 1999 2 388 949 143 1,512
Redenomination of share capital into euros 11 {11} - - -
tssue of ordinary shares, net of expenses - 8 - - 8
Loss attributabie - - (48 - (48}
Ordinary dividends paid and proposed - - - 079 (7%
Dividends from joint ventures - - (254} 254 -
Currency translation - - 202 - 202
Equalisation - - [ - (2
Balance as at 1 January 2000 43 385 847 218 1,493
Issue of ordinary shares, net of expenses 4 943 - - 947
Profit attributable - - 27 - 27
Qrdinary dividends paid and proposed - - - {200) {200)
Dividends from joint ventures - - {623} 623 -
Currency translation - - 75 - 78
Equalisation - - 108 - 106
Balance as at 31 December 2000 47 1,328 432 641 2,448

On 5 December 2000, the company issued 66,255,000 new £0.00 ordinary shares at €14.50 each following a joint international offering by Reed International
and Elsevier. The purpose of the offering was to finance the proposed acquisition by Reed Elsevier of the Scientific, Technical and Medical business and the

Schools Education and Testing business of Harcourt General, Inc. The nominal value of the shares issued by the company was €4.0m and the net proceeds
were €933m.

During 1999, the ordinary shares of Dfl 0.10 par value were redenominated as ordinary shares of €0.06 par value. This resulted in an increase in share capital
of €11m which was transferred from the paid-in surpius account.

The authorised share capital consists of 2,100m ordinary shares and 30m registered R-shares. As at 31 December 2000, the issued share capital consisted
of 735,717,794 (1999 668,251,106) ordinary shares of £0.06 par value and 4,049,951 (1999 4,049,951) R-shares of €0.60 par value. The R-shares are
held by a subsidiary company of Reed Intemational. The R-shares are convestible at the election of the holder into ten ordinary shares each, They have
otherwise the same rights as the ordinary shares, except that Elsevier may pay 2 lower dividend on the R-shares. Subject to renewal of the authority to allot
shares af the forthcoming Annual General Meeting, the boards of Elsevier intend to altot an additional 629,298 R-shares to Reed Holding BY s0 as to
maintain Reed International’s 5.8% indirect equity interest in Elsevier.

Within paid-in surplus, an amount of €1,151m (1999 €208m) is free of tax.

On 31 December 2000, there were options outstanding for the purchase of 24.3m (1929 12.8m) shares at an average price of €11.75 (1999 €11.98).
The average term of these options is four years (1999 three years).

10  Gontingent liabilities

There are contingent habilities in respect of borrowings of the Reed Elsevier plc group and the Elsevier Reed Finance BY group guaranteed by Clsevier as
follows:

2000 19%

€m €m

Guaranteed jointly and severally with Reed International 2,041 2,305
Guaranteed solely by Elsevier

- 1
Financial instruments disclosures in respect of the borrowings covered by the above guarantees are given in note 22 to the Reed Elsevier combined financial
statements on pages 47 to 50

The finanggal statements were signed by the Boards of Directorsj21 February 2001,

- O

M Tabakshlat ' MH Armour
Chairman Chief Financial Officer




OTHER IKFORMATION

AUBITORS' REPORT TO THE MEMBERS OF ELSEVIER NV

We have audited the 2000 financial statements of Elsevier NV, Amsterdam, as set out on pages 76 to 81, which include the Reed Elsevier combined financial
statements, set out on pages 28 fo 53 of the Reed Elsevier Annual Reports and Financial Statements, dated 21 February 2001, The financial statements are
the responsibility of the company’s management. Our vesponsibility is to express an opinion on these financial statements based on our awdit.

Basis of audit opinion

We conducted our audit in accordance with auditing standards generally accepted in the Nethertands. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial staternents are free from material misstatement. An audit includes examination, on
a test basis, of evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles

used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides
a teasonable basis for our opinfon.

Opinion

In our apinion, the financial statements of Elsevier NV, which include the Reed Elsevier combined financial statements, give a true and fair view of the financial

position of Elsevier NV at 31 December 2000 and of the result and cash flow for the year then ended in accordance with accounting principles generally
accepted in the Netherlands and comply with the legal

xmr ments for financial statements as incfuded in Part 9, Book 2 of the Netherlands Civil Code.
T AT e e Wi

Delmtte & Touche

Accountants

Amsterdam

21 Febrvary 2001

PROPOSAL FOR ALLOGATION OF PROFIT

2000 1999

€m €m

Interim dividend on ordinary shares &0 It
Final dividend on ordinary shares 140 100
Dividend on R-shares - -
Retained foss {173 (227
27 {48)

The Combined Supervisory and Executive Board defermines the part of the profit to be retained. The profit to be distributed is paid on the ordinary shares and the R-ghares in proportion to their
nominal value. The Combined Board may resolve to pay less per R-share, but not less then 1% of the nominal value.

The company is hound by the Governing Agreement with Reed International, which provides that Elsevier shail declare dividerds Such that the dividend an one Elsevier ordinary share, which shall
be payable in euros, will equal 1.538 times the dividend, incfuding the related UK tax credit, paid on one Reed IMemational ordinary share.
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REED ELSEVIER COMBINED BUSINESSES

SUMMARY FINANCIAL INFORMATION 1N US DOLLARS

Basis of preparatton

The summary financial information is a simple translation of the Reed Elsevier combined financial staterments into US dollars at the stated rales of exchange.

The financial information provided below is prepared under UK and Dutch GAAP as used in the preparation of the Reed Elsevier combined financial statements.
[t does not represent a restatement under US GAAP which would be different in some significant respects,

Exchange rates for translation
2000 1999

us$ Us$
Sterling
Profit and loss and cash flow 1.51 1.62
Balance sheet 1.49 1.62
Euro
Profit and loss and cash flow o.an 1.066
Balance sheet 0.925 1.006
Profit and loss account
FOR THE YEAR ENDED 31 DECEMBER 2000 2000 1999
US$m Ussm
Net sales — continuing 5,600 5,492
Adjusted operating profit 1,197 1,283
Profit before tax 290 170
Profitf{loss) attributable 50 {102)
Adjusted profit before tax 1,042 1,150
Adjusted profit attributable 772 854
Cash flow statement
FOR THE YEAR ENDED 31 DECEMBER 2000 2000 1999
Us$m Ussm
Net cash inflow from operating activities 1,228 1,231
Dividends received from joint ventures 9 6
Retums on investments and servicing of finance (157) {131)
Taxation (including US$47m (1999 US$120m) exceptional net inflow) (166) (160}
Capital expenditure (208) {198}
Acquisitions and disposals {1,149} {266)
Qrdinary dividends paid to the shareholders of the parent companies {297} {548)
Cash outfiow before changes in short term investments and financing (740 (66)
(Increase)/decrease in short term investments {1,717 431
Financing 2,468 {319)
Increase in cash 11 26
Adjusted operating cash flow 1,170 1,263

Adjusted operating cash flow conversion 98% 98%




SUMMARY FINANGIAL INFORMATION IN US DOLLARS (continued)

REED ELSEVIER COMBINED BUSINESSES

Balance sheet
AS AT 31 DECEMBER 2000 2000 1999
Us$m USSm
Capital employed
Goodwill and intangible assets 6,149 5,508
(ther tixed assets 848 818
Trading working capital {714) {639)
Other working capital (207) {155}
Total 6,076 5,522
Funded by:
Combined shareholders’ funds 4531 3,005
Other net liabilities 900 800
Net borrowings 645 1,727
Total 6,076 5,532




REED ELSEVIER COMBINED BUSINESSES

SUMMARY OF THE PRINGIPAL DIFFERENCES BETWEEN UK AND DUTCH GAAP AND US GAAP

The combined financial statements are prepared in accordance with UK and Dutch GAAP, which differ in certain significant respects from US GAAP. The principal
differences that affect net income and combined shareholders’ funds are explained below and their approximate effect is shown on page 88.

Goodwill and other intangibie assets

In the 1998 financial year, Reed Elsevier adopted the new UK financial reparting standard FRS10: Goodwill and Intangible Assets, and ghanged its accounting
policy for goodwill and intangible assets. Under the new policy, goodwill and intangible assets are being amortised through the profit and loss account over
their estimated useful Jives, up to a maximum of 20 years. in view of this and the consideration given to the determination of appropriate prudent asset lives,
the remaining asset lives for US GAAP purposes were reviewed and determined consistently with those adopted for the new UK and Dutch GAAP treatment.

This re-evaluation of asset lives under US GAAP, which was effective from 1 January 1998, significantly increased the periodic amortisation charge, as the
unamortised value of existing assets, which were previously being amoriised over periods up 10 40 years, are now amortised over shorter periods.

The gross cost under US GGAAP, as at 31 December 2000, of goodwill is £3,757m (1992 £3,042m}) and of other intangitie assets including thase held in joint

ventures is £3,900m {1999 £3,285m). Accumulated amortisation under US GAAP, as at 31 December 2000, of goodwill is £1,497m (1999 £1,180m) and of other
intangible assets including those held In joint ventures is £1,433m (1999 £1,174m).

Deferved taxation

The combined businesses provide in full for timing differences using the Hability method. Under US GAAR, deferred taxation s provided on all temporary
differences under the liability method subject to a valuation allowance on deferred tax assets where applicahle, in accordance with SFAS 109, Accounting for
Income Taxes. The principal adjustments to apply US GAAP are to provide deferred taxation on temporary differences arising from the amortisation undar

US GAAP of goodwill and other intangible assets and the recognition of deferred tax assets on timing differences where those assets are not considered
recoverable in the short term.

Acquisition accounting

Under UK and Dutch GAAP, severance and integration costs in relation to acquisitions are only expensed as incurred. Due to their size and incidence, under UK and

Butch GAAP, those costs are disclosed as exceptional items charged to operating profit. Under US GAAP certain integration costs may be provided as part of
purchase accounting adjustments on acquisition.

Pensions

The combined businesses account for pension costs under the rules set out in SSAP24. Its objectives and principles are broadly in line with SFAS 87, Employers’

Accounting for Pensionis. However, S5AP24 is less prescriptive in the application of the actuarial methods and assumptions ¢ be applied in the calculation of
pension costs.

Under US GAAP, plan assets are valued by reference to market-retated values at the date of the financial statements. Liabilities are assessed using the rate of
return obtainable on fixed or inflation-linked bonds. Under UK GAAP, pension plan assets and liabilities are based on the results of the latest actuarial valuation.

Pensien assets are valued at the discounted present value determined by expected future income. Liabilities are assessed using the expected rate of retuin on
plan assets,

Shaort term obligations expected to be refinanced

Under US GAAP, where it is expected to refinace short term obligations on a long term basis and this is supported by an ability to consummate the refinancing,
such short term obligations should be excluded from current liabifities and shown as long term obiigations. Under UK and Dutch GAAP, such obligations can only
be excluded from current liabilities where, additionally, the debt and facility are under a single agreement or course of deafing with the same lender or group of

lenders. Short term obligations at 31 December 2000 of £1,101m (1999 £3¢5m) would thus be excluded from current Habilities under US GAAP and shown as
long term abligations.
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REED ELSEVIER COMBINED BUSINESSES

Ordinary dividends

Under UK and Dutch GAAP, dividends are provided for in the year in respect of which they are proposed by the directors. Under US GAAP, such dividends
would not De provided for untit they are formaily declared by the directors.

Exceptional items

Exceptional items are material items within the combined businesses’ ordinary activities which, under UK and Dutch GAAP, are required to be disclosed separately
due to their size or incidence. These items do not qualify as extraordinary under US GAAP and are considered a part of operating results.

Adjusted eamings

In the combined financial statements adjusted profit and cash flow measures are presented as permitted by UK and Dutch GAAP as arn additional performance

measure. US GAAP does not permit the presentation of alternative earnings measures. Accordingly, adjusted profit is not regarded as an altemative performance
measure under US GAAP.

Stock based compensation

SFAS 123: Accounting for Stock Based Compensation, establishes a fair value based method of computing compensation cost. It encourages the application of this

method in the profit and loss account instead of intrinsic value based methods. Where fair value based methods are not applied in the profit and loss account, the
proforma effect on net income is disclosed,

The disclosure only provisions of SFAS 123 have been adopted. If compensation costs based on fair value at the grant date had been recognised in the profit and
toss account, net income under US GAAP would have been reduced by £23m in 2000 (1993 £5m).

Recently issued accounting pronouncements

SFAS 133: Accounting for Derivative Instruments and Hedging Activities, was issued in June 1998 and, as amended by SFAS 138, is effective for the financial year
beginning 1 January 2001. The standard requires alt derivative instruments 1o be valued at fair vaiue in the balance sheet. Changes in fair value are accounted for
through the profit and loss account or comprehensive income statement, depending on the derivative’s designation and effectiveness as 2 hedging instrument. On
implementation, a cumutative transition adjustment of £1m to the 2000 US GAAP net income and £86m In other comprehensive income will be made, Under UK and
Dutch GAAP, derivative instruments are recorded at appropriate historical cost amounts, with fair values shown as a disclosure item.

FRS17: Retirement Benefits, was issued by the UK Accounting Standards Board in November 2000. As under SFAS 87, plan assets and liabllities are determined by,
respectively, market-related values at the date of the financial statements and by discounting plan obligations using a market derived discount factor. Under FRS17,
actuarial gains and losses are recognised in full in the batance sheet with movements recognised in the statement of tolel recognised gains and losses. This will
differ from current US GAAP which does not require the full recognition of actuarial gains and losses, and also requires the amortisation of actuarial gains and lesses

to be recognised in the profit and loss account, FRS17 is required to be fully implemented in the 2003 financial year, with disclosures of the impact required from
2001. The impact of adopting the standard cannot be reasonably estimated at this time.

FRS19: Deferred Tax, was issued by the UK Accounting Standards Board in December 2000. FR$19 requires deferred tax on timing differences to be provided in full,
except on timing differences arising where non-monetary assets are revalued and where there is no commitment to sell the asset and on the retained eamings of

subsidiaries, joint ventures or associates where there is no commitment to remit such eamings. FRS19 is required to be implemented in the 2002 financial year.
The standard is not expected to have a material impact on implementation.




REED ELSEVIER COMBINED BUSINESSES

EFFECTS ON NET INCOME OF MATERIAL DIFFERENCES BETWEEN UK AND DUTCH GAAP AND US GAAP
FOR THE YEAR ENDED 31 DEGEMBER 2000

2000 1999 2000 1999
£m £m €m <m

Net incomer{loss) under UK and Duich GAAP 34 &N 54 (95)
US GAAP adjustments:

Amortisation of goodwill and other intangible assets {783 85 {128 0126}

Deferred taxation a3 57 139 101

Pensions 22 g 36 9

Other items 5 (3 -
Net income/{loss) under US GAAP it 3 98 (111}

EFFEGTS ON COMBINED SHAREHOLDERS' FUNDS OF MATERIAL DIFFERENCES BETWEEN UK AND DUTCH GAAP AND US GAAP
AS AT 31 DECEMBER 2060

2000 1989 2000 1999

£m £m £m €m

Combined shareholders’ fundds under UK and Dutch GAAP 3,041 1855 4,896 2,987
US GAAP adjustments:

Goodwill and other intangible assets a4 BEI 973 890

Deferred taxation 203 {184 321 (290}

Pensions 85 83 138 162

Other items z i 3 8

Ordinary dividends not declared in the period ¥ 127 285 204

Combined shareholders’ funds under US GAAP

Ry £A23 5,968 3,901
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REED INTERNATIONAL PL.C.

SUMMARY FINANCIAL INFORMATION IN US DOLLARS

Basis of preparation

The summary financial information is a simple translation of Reed International’'s consalidated financial statements into US dollars at the stated rates of
exchange. The financial information provided below is prepared under UK GAAP as used in the preparation of the Reed International consolidated financial
statements, 1t does not represent a restatement under US GAAP which would be different in some significant respects.

Consolidated profif and loss account
FOR THE YEAR ENDED 31 DECEMBER 2000

2000 1999
us$m usgm
Profit/{loss) attributable to ordinary shareholders: statutory 17 (63)
Profit/(loss) attributable to 52.9% interest in Reed Elsevier combined businesses
Adjusted profit attributable 408 452
Amortisation of goodwill and intangible assets {374) (319
Exceptional items (8) (186)
Total 26 {53)
Data per American Depositary Share 2000 1999
uss$ Uss
Earnings per American Depositary Share based on 52.9% interest in Reed Elsevier combined businesses
Adjusted $1.4 $1.58
Basic $0.08 $(0.19)
Net dividend per American Depositary Share $0.60 $0.65
Balance sheet
AS AT 31 DECEMBER 2000 2000 1999
Us$m Ussm
Shareholders’ funds 2,397 1,589
Exchange rates for translation of steding 2000 1999
uss:e uss:e
Profit and Joss and cash flow 151 162
Balance sheet 1.49 1.62
Adjusted earnings per American Depositary Share is based on Reed International’'s 52.9% share of the adjusted profit attributable of the Reed Elsevier combined
busingsses, which excludes amortisation of goodwill and intangible assets and exceptional items. Adjusted figures are described in note 9 to the Reed International
consolidated financial statements.
Reed International shares are quoted an the New York Stock Exchange and trading is in the form of American Depositary Shares (ADSs), evidenced by American

Depositary Receipts (ADRs), representing four Reed International ordinary shares of 12.5p each. (CUSIP No. 758212872, trading symbol, RUK; Citibank are the
ADS Depositary.)




REED INTERNATIONAL PL.C.

SUMMARY OF THE PRINCIPAL DIFFERENCES BETWEEN UK AND US GAAP

Reed International accounts for its 52.9% economic interest in the Reed Elsevier combined businesses, before the effect of tax credit equalisation, by the gross
equity method in conformity with UK GAAP which is similar to the equity method in US GAAP. Using the equity method to present its net income and
shareholders’ funds under US GAAR Reed International reflects its 52.9% sharse of the effects of differences between UK and US GAAP relating to the combined
businesses as a single reconciling item. The most significant differences relate to the capitalisation and amortisation of goodwill and other intangibles, and
deferred taxes, A more complete explanation of the accounting policies used by the Reed Elsevier combined businesses and the differences between

UK and US GAAP is given on pages 86 and 87. The Reed Efsevier Annual Report 2000 on Form 20-F provides further information for US investors.

EFFEETS ON NET INCOME OF MATERIAL DIFFERENGES BETWEEN UK AND US GAAP
FOR THE YEAR ENDED 31 DECEMBER 2000

2000 1999
£m £m
Net income/{loss) under UK GAAP 1 39
Impact of US GAAP adjustments to combined financial statements 18 i
Netincome/(loss) under US GAAP 27 4n
Earings/{loss) per ordinary share under US GAAP (pence) 2.3 GRYE
EFFEGTS ON SHAREHOLDERS’ FUNDS OF MATERIAL DIFFERENCES BETWEEN UK AND US GAAP
AS AT 31 DECEMBER 2000 2000 1999
m £m
Shareholders’ funds under UK GAAP 1,508 8t
Impact of US GAAP adjustments to combined financial statements 284 738
Ordinary dividends not declared in the period &2 63
Shareholders’ funds under US GAAP

1,581 1,282




ELSEVIER Ny

SUMMARY FINANCIAL INFORMATION IN US DOLLARS

Basis of preparation

The summary financial information is a simple translation of Elsevier's statutory financial statements into US dollars at the stated rates of exchange.
The financial information provided below is prepared under Dutch GAAP as used in the preparation of the Elsevier statutory financial statements.
[t does not represent a restatement under US GAAP which would be different in some significant respects.

Profit and loss account
FOR THE YEAR ENDED 31 DECEMBER 2000

2000 1999

US$m Us$m

Adjusted profit attributable 386 427

Data per American Depositary Share 2000 1999

uss usg

Adjusted earnings per American Depositary Share 1.09 1.22

Dividend per American Depositary Share 0.52 0.58
Balance sheet

AS AT 31 DECEMBER 2000 2000 1999

Ussm Ussm

Shareholders’ funds 2,264 1,502

Exchange rates for translation of eures 2000 1999

<8 €3

Prafit and loss and cashflow 1.086 0.938

Balance sheet 1.081 0.994

Adjusted earnings per American Depositary Share is based on Elsevier's 50% share of the adjusted profit atiibutable of the Peed Elsevier combined businesses,

which excludes amortisation of goodwill and intangible assets and exceptional items. Adjusted figures are described in note 3 to the Elsevier statutory financial
statements.

Elsevier shares are quoted on the New York Stock Exchange and trading is in the form of American Depositary Shares (ADSs), evidenced by American Depositary
Receipts (ADRs), representing two Elsevier ordinary shares of €0.06 each. (CUSIP No. 290259100; trading symbol, ENL; Citibank are the ADS Depositary.)

SUMMARY OF THE PRINCIPAL DIFFERENCES BETWEEN DUTCH AND US GAAP

Elsevier accounts for its 50% economic interest in the Reed Elsevier combined businesses, before the effect of tax credit equalisation, by the equity method

in conformity with Dutch GAAP which is similar to the equity methed in US GAAP. Using the equity method to present its net income and shareholders’ funds

under US GAAP, Elsevier reflects its 50% share of the effects of differences between Dutch and US GAAP relating to the combined businesses as a single reconciling
item. The most significant differences relate to the capitalisation and amortisation of goodwill and other intangibles, and deferred taxes. A more complete
explanation of the accounting policies used by the Reed Elsevier combined businesses and the differences between Dutch and US GAAP is given on pages 86
and 87. The Reed Elsevier Annual Report 2000 on Form 20-F provides further infarmation for US investors.

EFFECTS ON NET INGOME OF MATERIAL DIFFERENCES BETWEEN DUTCH AND US GAAP
FOR THE YEAR ENDED 31 DECEMBER 2000

2000 1999
€m €m
Net income/{loss) under Dutch GAAP 27 {48)
Impact of US GAAP adjustments to combined financial statements k1] 2
Net income/{loss) under US GAAP 58 {46}
Earnings/(loss} per share under US GAAF (euros) €0.08 €(0.06)
EFFECTS ON SHAREHOLDERS' FUNDS OF MATERIAL DIFFERENCES BETWEEN DUTCH AND US GAAP
AS AT 31 DECEMBER 2000 2000 1999
€m €m
Shareholders’ funds under Dutch GAAP 2,448 1,493
Impact of US GAAP adjustments to combined financial statements 395 358
Ordinary dividends not declared in the period 140 100

Shareholders’ funds under US GAAP 2,884 1,951
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Tumover EBS3M/E 1 ,d% 37m Adjusted operating profit £2h2m/E413m

ELBEVIER BOIENCE is a leading internationat publisher of scientific information. # also operates a worldwide
network of medical publishing and communications businesses.

Efsevizr Sciensce supplies scientific information through journals and books, CD-ROM and online to research
libraries and scientists.

Excerpla Medica Dommunizations publishes customised information to healthcare professionals, madical
socigties and pharmaceutical companies worldwide.

Eqiiliang Srienlifiques ef Medicales Blsevier publishes medical, biotechnology and clinical
chemistry journals, and medical encyclopedias.

The Science strategy is to extend its leading global
position in providing high quality scientific, technical
and medical information soluticns to research
scientists and information professionals. The prime
driver of growth will be the SclenceDirect family of
Internet products, where electronic access, extensive
iner-fnked content, and search capability offer
significant added value to users.

T UL VEIZ M Adjusted operating pwafit F40m/EBBm

REED EDUSATIONAL & PROFESSIONAL PUBLISHING publishes education and academic books and
materials in the UK, US, Australia, New Zealand and South Africa.

Reed Educational & Professional Publishing
aims ta be tha number ong chaice for the provision
of materials to teachers and of professional and
academic knowledge and instruction in targeted
market segments.




Turnover £1 ,201 m/ €1 ,970m Adjusted operating profit £237m/ €389m

The businesses within the LEGAL segment serve important fegal, tax, business and reference markets
around the world.

LEXIS-NEXIS is a leading provider of information to legal, corporate and government markets in hard copy,
online and CD-ROM formats. It operates principally in the US through three divisions: North American Legat
Markets, US Comporate and Federad Markets, and Martindale Hubbel.

LEXIS-NEXIS international publishes legal, tax and requlatory information outside the US, in hard capy,
online and CD-ROM. It operates in the UK, Continental Europe, Asia Pacific, South Africa and Latin America.

BUSINESS

The Legal strategy is to be the leading, prefarred
global pravider of information services and
information based solutions 1o legal professionals.
This wilt be driven by superior content and
functionality, targeted salas and marketing
programmes and expansion into new markets.

Turnover £1 ,672“1/ €2,742m Adjusted operating profit £264m/€433m

The businesses within the BUSINESS segment are leading business magazine and information
companies, operating mainly in the US and Europe, and a worldwide exhibitions business.

Gatmers Business Information is a leading US publisher of business information.
Reed Business Iafermation is the UK’s largest business magazine and directory publisher.
Elsevier Business Information Is the leading European business and reference publisher.

Reed Exhibition Companies is an international event organiser, with 450 events in 28 countries.

The Business to Business strategy is to be the
first chaice of business proiessionals for information
and decision suppert, marketing services and
S-COMMERS connectivty, Strong brands and market
pasitions in key sectors built on high quality and
online decision support informatien and pramium
exhibition services, will attract the fargest audiences
and deliver more effective buyer-seller connections.




REED ELSEVIER COMBINED Resuits for the year ended 31 December
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Koris Tabaksbiat
Ghairman

Crispin Davis
Chief Executive Officer

2000 has seen significant progress in the
transformation of Reed Elsevier. A year ago we
put in place a comprehensive new strategy to
deliver sustained and accelerated growth. We
are pleased to report real progress against all
the key milestones of its detailed execution.
AS & result, we are now seeing a strengthening
momentum across Reed Elsevier, confirming
the core gqualities of the business,

The results for 2000 are ahead of our expectations
on both revenue and profit with performance
improving as the year progressed. Almost all of our
businesses have exceeded objectives. A year ago, we
set a target for 2002 and beyond of revenue growth
ahead of the market, and of double-digit sarmings
growth, There is still a ot to be done, but we are
firrnty on track to defiver.

In October 2000, we were pleasad to announce that
agreements had been reached to acquire Harcourt
General, Inc’s Scientific and Medical business and US
Schoals Education and Testing businesses in a

$4.5 hillign transaction. The acquisition wil! give Reed
Eisevier a high quality \eading position across the
Scientific, Technical and Medical spectrum, and an

“REED ELSEVIER 1S WELL PLAGED TO AGCELERATE MOMENTUM
AND GAPITALISE ONTHE SIGN{FICANT UNDERLYING STRENGTHS

OF THE BUSINESS”

excellent position in the fast growing US schools
education market. It will further accelerate our
revenue and profit growth,

FINANCIAL RESULTS

Overall 2000 revenus was up 9% at congtant
exchange rates with adjusted pre-tax profits 3%
lower. in reporied currencies, revenues were up 1%
1o £3,768m and 20% to €6,180m whilst adjusted
pre-tax profits were lower by 3% to £690m/up 5% to
€1,132m. bxcluding acquisitions and disposals and
currency translation, underlying revenue growth was
up 5%. The second haif continued the improving
trend seen in the first, benefiting from the positive
impact of the investment programme, Underlying
operating profits were 2% lower, reflecting this
investment mitigated by the cost savings programme.
Cash flow conversion was strong with operating

cash flow at £775m/€1,271m, representing 98%

of adjusted operating profits.

The Science & Medical business had a good year
with stronger subscription renewals and the continuing
market success of the SclenceDirect series of onling
prodlucts. Revenues and operating profits increased
by 7% and 12% respectively at constant exchange
rates, or 8% and 12% excluding acquisitions and
disposals, ScienceDirect now covers over 45% of
subscription revenues, up from 25% a year ago, and
usage s growing rapidly. New functionalities and
customised web services for specific user groups
have been intreduced. Particularly pleasing is

the strengthening trend in subscription renewals.

Tre Legal business increased revenues ty 5%
whereas operating profits were 19% lower at constant
exchange rates reflecting the significant step up in
new product and marketing initiatives. Excluding
acquisitions and disposals, the figures were 3% and
19% respectively. Substantial progress has been made
in the three year programme to transform LEXS-
NEXIS'S competitive position, and revenue trends have
started to tum around with continuing improvement

seen in the second halt of the year as new web based
legat and business research services and practice
toals were launched. In US Legal Markets, online
revenues grew 5%, although this is largely offset by
lower print and CD-ROM sales as business migrates
online. ln US Comorate and Federal Markets, Nexis
online revenues grew 4% which compares with a
decling of 4% n the previous year. n US law schools,
lexis.com achieved parity in student preference

by the end of the year, a substantial improvement

on the position a year ago, and a clear testament

{o the progress made in product and marketing.

In Intemational Markets outside the US, the legal
businesses continued to perform satisfactorily,

“ALMOST ALL OUR BUSINESSES
HAVE EXCEEDED OBJECTIVES”

The Education business saw revenues and tperating
profis up 9% and 15% respectively, with &
particularly strong contribution from the US schools
supplementat business which graw sales by 37%.
The Education business is now reported separately
from the Legat segment in anticipation of the
atquisttion of Harcourt.

The Business segment also performed well with
revenues and operating profits increased respectively
by 12% and 7% at constant exchange rates.
Undertying revenue growth at 4% was held back
by unfavourable cycling of non-annual exhibitions
and lower ravenue in travel businesses being sold.
Improved market conditions and product and sales
initiatives otherwise delivered a strong trading
performance. Underlying operating profits were
ahead 3% with the impact of substantial new
investment largely offset by savings in core costs.

Cahners saw turnover and operating peofits up 5%
and 30% respectively before acquisitions with strong
performances across a aumber of sectors and a
growing contribution from new praduct launches.




The revenue growth and the benefit of the major
cost restructuring programme boosted profitability
despite the substantial increase in investment.
Internet portals were launched in over 20 sectors
and although the market opportunities are now
considered somewhat smaller than originally
thought, they are deing well in their markets with
traffic and revemres growing. The UK and Eurgpean
businesses saw good sales growth with buoyant
market conditions and the impact of product
faunches ang market initiatives. Undeviying profits
were lower at Reed Business Information, reflecting
the major increase in investment, particifarly in
fotaljobs.com, the online recruitment service which
commands a leading position in the UK. For Reed
Exhibitions, 2000 was a year when a number of
important non-annual shows do not take place.
Annuai shows however performed well, particularly
in Europe and Asia Pacific, and investment was
made in a strong successful taunch programme of
35 shows.

“WE HAVE EXTENDED AND
STRENGTHENED OUR POSITION
N GLOBAL MARKETS THROUGH
AGQUISITION AND LAUNGH”

Acquisttions and disposals were 2% dilutive to adjusted
gamings as investment was made in the high growth
businesses acquired and sale proceeds at lower
multiples reflected the lower growth of businesses
sold. These transactions, together with the disposals
in hand, will make the business more focused in
higher quality sectors and will accelerate further
revenue and peofit growth.

Reported pre-tax profits, after exceptionat items
and amortisation of goodwill and intangible agsets,
were £192mAE315m compared with £105m/€160m
in 1999, reflecting the impact of exceptional items.

PROGRESS OF STRATEGY

Throughout the last year we have hegn executing the
strateay for growth that we announced last February
and we are pleased to report that we have achieved
virtually alt of our objeciives to date.

positioned in their markets with traffic and advertising
revenues growing. The new and upgraded Internet
portals in Europe are doing particularly well in their
target markets.

More effective marketing and sales programmes
Customer research has been expanded across the
business. Marketing programmes nave Heen
redeveloped. Sales forces have been significantly
increased, most particularly in Science & Medical
and Legal. iy Seignee B Medicat, the sales force and
customer service activities have been doubled. In
Legal, the sales force and marketing programmes for
sma taw firms and US law schools in particular have
been substantially expanded. Competitive parity has
been re-established in law schools, confirmed by
independent research; an important milestone since
this is where product preferences are first formed.

“INTERNET PORTALS HAVE BEEN
LAUNGHED AND EXPANDED IN
GORE BUSINESS SECTORS”

Significant upgrade of management and
organisaiion effectiveness

Strong new appointments have been made to
senior management positions. These inciude
the Global CEQs for Sclence & Medica), Legal
and Business; new CEOs for Cahners and the
LEXIS-NEXIS operating businesses; a new Group
Tecknalogy Officer, HR Director and General
Counsel. Internet activities have been separately
organised within each business with clear
leadership and accountabilities. The head office
has been reduced. Executive management
development programmes and new incentive
structures have been iniroduced.

Major upgrade of products, leveraging
Internet technology, to deliver superior
services to customers

Mew and upgraded products have been developed
and jaunched, based on in-depth customer research;
the focus is on higher value added content and
senvices, tnternet delivered, with greatar ease of use
and functionality, and increasing customisation. The
ScienceDirect web sarvice has been successfully
rotled out. Farther sigrificant improvements have
been made to content and functionality. Over 45% of
scientific research subseriptions is now Internet
deliverad, The web enabled LEXIS-NEXIS information
services, through lexis.com ang nexis.com, have been
well received in the US iegal and comorate meatkets,
and have significantly improved competitiveness.

Significant increase in investment - langely
against intemet — to drive revenue growth
The investment programme for 2008 has been
very successiul in this drematic upgrading of our
products and of our marketing and sales activities,
ang in reigniting creativity and innovation across the
organisation. Budgeted at £260rm/€420m, actual
spend in 2000 was £30m/€16m higher, This level
of investment can be expected to increase as
5liccesses are built upon. An additional £20m/A€32m
is budgeted in 2001, with increases in Science

& Medical and Legal and a modest reduction in
Business.

Intermet portals have been bullt, launched and
expanded in core Business sectars internationally,

5 major portals have been launched in the US in the
elactionics, manufacturing and media sectors and 15
more using the e:Logic platform. The porials are well

Aggressive ¢ost saving programmes

Cost savings of £143m/€235m have been achigved
in 2000, £13m/€21m ahead of plan. These have
heen defivad principaily from non-revenue generating
areas, €.9. production, infrastructure and support




staff. We remain on track to deliver the full
£170rv€278m of targeted savings in 2001.

Expand geographically to build global
capability and leadership position

We have extanded and strengthened our position

in global markets through acquisition and launch.

In Science & Medical, ScienceDirect is now a fully
global product. Within Legal, businesses have been
acquived in the US, UK, Asia and Latin America.
Global content, technology and brangding strategies
have been developed. In Business, acoulsitions have
been made to fill cut our presence in the global
chemicals and construction sectors. Exhibitions
businesses have been acquired in continental Europe.

Gontinue to target acquisitions/alliances to
actelerate achievement of strategic goals

We completed over 50 acquisitions, totalling
£352mi€1,562m including CHD group (construction
information}, e:Logic (@pplication service provider),
Miller Freeman Europe (exhibitions) and legal
pubfishing businesses internationally. These have
expanded owr global capability and leading positions
across target markets. Together with the disposal of
non core businesses, they are focused on accelerating
growth and are performing to our expectation.
Aliances have been formed to enhance the goope and
penetration of our internet services. Reed Elsevier
Ventures hras been launched to participate in emerging
businesses that present strategically and financially
gtiractive opportunities.

ACGOQUISITION OF HARGOURT GENERAL STM

AND EDUCATION BUSINESSES

The gequisition of Harcourt General's Science,
Technical and Medical {STM) business and its US
Schools Education and Testing businesses represents
a major step forward in our strategy. The acquisition
witt give Reed Tlsavier a leading position across the
Scientific, Technical and Medical spectrum, and an
exceliert position in the fast growing US Schools
educatien market, The very positive performance of
these businesses reported by Harcourt for the year to

Qctober 200C and our meetings with management
and staff have reaffirmed our high expectations.

The acquisition, which is subject 10 norma! regulatory
processes, will be effected by the purchase of

the whole of Harcount General, Ing and the onsale

to The Thomson Corporation of the Higher Education
business and certain Corporate and Professional
Services businesses that we do not wish to retain.
The total cost of the transaction, after taking into
account the onsale and deht assumed and other
liabilities, will be approximately $4.5 billion.

“THE PRIORITY NOW IS EVEN

MORE FIRMLY ON EXEGUTION
AND DELIVERY”

To finance the acquisition, in November 2000, Reed
International and Elsevier rafsed £1,263m/€2,071m
through the issug of new shares representing an
additionat 9.9% of their respective ordinary share
capitals, The remainder of the transaction cost will
be funded from available debt facilties.

PARENT COMPANY EARNINGS AND DIVIDENDS
For the parent companies, Reed International and
Elsevier, the adjusted earnings per share were 5%
lower at 23.3p and up 4% at €0.59 respectively. At
constant exchange rates, this represents a reguction
of 5%. The reported earnings per share, including
exceptional items and the amortisation of goodwitt
and intangible assets, was for Reed International
shareholders 1.0p {1999 lass 3.4p) and for Elgevier
shareholders €6.04 {1999 loss €0.07).

The proposed Reed International finai dividend is
©.9p per share, which together with the interim
dividend of 3.1p gives a totat 2000 dividend of
10.0p, unchanged from the prior year. AS announced
in February 2000, the 2000 interim dividend was
reduced Dy ane-third and the proposed final dividend

adjusted upwards correspondingly to restore rormal
proportions between the interim and final dividends
following the dividend reduction in 1899, The
Bisevier 2000 final dividend under the equalisation
amangements is €0.19 per share. Together with the
interim dividend of €009, the 2000 total Bisevier
dividend will be €0.28, up 4%. The differences in
dividend growh betwsen Reed Intemational and
Elsevier reflect the impact of currency movements.

OUTLOOK

We are very encouraged by the progress made over
the last year in reshaping and reinvigorating the
business, with the focus ¢n leadership, superior
products and growth, There is miore to do, and the
priority now is even more firmly on execution and
delivery. 2001 should see Reed Elsevier move very
significantly towards our stated goal of above market
revenue growth and deuble-digit eamnings growth in
2002 and beyond. The acquisition of Harcourt will add
meaningfully over and above that progress. Whilst the
slowing US economy will have some impact on our
Business o Business operations, we believe this io be
manageable. The Science & Medical, Legal and
Education businesses should be largely uraffected.

With a clear strategy in place, a strengthened well
motivated organisation, and toial focus on execution
and delivery, Reed Flsevier is well placed fo accelerate
momentum and capitalise on the significant undertying
strengths of the business.

Maorris Tabaksblat, Chaltman

Crispin Davis, Uiigt Exaoutive




“ SCIENGEDIRECT NOW COVERS
BYER 45% OF SBASTRIPTIGN
REVENUES AND USAGE 13
GROWIRG RAPIDLY”

Qerk Haank
Chief Executive Officer,
Science & Medical
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2000 has been a very successful year for
Elsevier Science. Qur results have demonstrated
the good growth momentum in the business and
we have made major progress in the execution
of our strategy. We have significantly expanded
ScienceDirect accelerating the migration of our
business from print te electronic information
services, and we are now reaching new usage
groups. Our sales and customer services
aclivities have been significantly expanded and
we have continued to upgrade our systems
infrastructure to support our growth strategy.

During the year we signed some 300 ScienceDirect
online contracts, nchuding important consortia deals

in Germany, The Netherfands, New Jersey, China and
Brazil. ScienceDiract now covers over 45% of
subscription fevenues and usage is growing rapidly
with more than 15 million page views in January 2001.

a7

ScienceDirect now hoids over 1.2 milion research
articles and is the most comprehensive source of full
et scientific research in the wond. More research is
atlded daily from our 1,200 scientific journals, and we
fiave recently announced our intenticn to incorporate

all articles that were published Sefore 1995 into the
ScienceDirect electronic ¢ffering. This substantial
undertaking will last approvimately S years. As a first
step the Organic Chemistry efectronic archives will he
made available in early 2001 and other subject archives
will follow. The: ScienceDirect content is further
enhanced by the inclusion of major reference wotks,
which will provide an encyclopaedic overview of speciic
subject areas and direct links with relevant primary
research articles. The first major reference work on
ScienceDirect was Comprehensive Clinical Psychology.

Qur focus has also been on expanding the
ScienceDirect product line with subject specific
products, such as PhysicsDirect, PharmaDirect,
EngineeringDirect, Embase.com and BioMadiet
reviews. For each of the some 20 subject areas,
specific homepages have also been created.
PhysicsDirect provides access o some 50 physics
journals, as well as the Inspec and Compendex
databases, with subject specific navigationat tools.
Embase.com combines the leading Embase and
Medline database into one searchable thesaurus,
with Tull text links to some 1,400 journals.
BioMedNet reviews is a subscription based web
service providing aceess to the Elsevier biomedical
review journals.

The Chemistry Preprint Server was successiully
launched in August and attracts high traffic. This
new service for the chemistry community provides
rapic communication and is a freely available

and permanent wep archive for unpublished
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research artices in the field of chemistry. In the
pharmaceutical area, we have added 1o the
scope of our service through the acquisition of
the Afferent advanced drug screening software.

In parallel with customisation, we have worked to
improve the functionality and ease of use of
ScienceDirect, for Instance, by giving individual users
personalisation through e-mail alerts, customised
searches and the tracking of search histories. In order
10 link SclenceDirect with peer reviewed content

and web information, Scirus.com was aunched, a
scientific Interet web browser. Scirus.com allows for
simultangous searches through more than 50 million
weh pages as well as the ScienceDirect content,

The acquisttion of Endeavor, the leading provider

of dightat library systems, has also extendad our
ability to work with our customers to integrate our
electronic offerings into solutions which adcress the
requirements of their institutions.

The migration from print to electronic services,
backed by a doubling of the sales force and customer
service, is significantly broadening access 1o our
information. Through the consoriium deals and our
individual sales efforts, we are now reaching usage
groups that we never reached in print inchsding
smaller acacemic institutions not tracitionally part
of our customer base. This is expanding the reach
of our authors and our editors as well as providing
revenue growth momentum. Scientists working
outsids the traditional academic environment have

also enthusiastically received the customised
products.

Much progress has been made in the year in
upgrading our systems infrastructure 1o streamline
OUr processes and support growth. We are rolling
out an electronic workflow programme from authar

submission and pesr review to pre-prass and the
electronic warehouse.

Wathin our medical publishing and commurications
businesses, The Lancet celebrated its 175th year of
publication with the launch of The Lancet Cncology,
the first of a series of journals with review information
on specific diseases, At Editions Scientifiques

et Medicales Elsevier, we launched Spanish and
English language treatises of its renowned medical
encyclopagdia, Encyclopédie Médico Chirurgicale.

Against this background of strong strategic focus and
achievement, we lock forward with great enthusiasm
to the proposed acquisition of the Scientific, Tecknical
and Medical busingsses of Harcourt General. The
Harcourt STM busingss is an excellert fit with Elsevier
Science, bringing high quality Scientific and Technical
joumals ang a leading position in global Medical
publishing. The combined business will have strong
fositioning across the scientific, technical and medical
spectrum, with outstanding platforms for accelerated
Internet information services.

Two separate divisions will be created within Elsevier
Science: Science and Medicai, and the immediate
pricrities will ba:

— 10 integrate the Elsevier Science and Academic
Press businessss;

— 10 use the combined science content and
navigation tocls to develep new, customised online
information services;

— o infegrate the worldwide medical businesses into
one global operation; and

- 1o reorganise the medical publishing around key
clinica! disciplines and expand onling information
services and solitions.




HARCOURT SGIENTIFIC, TECHNIGAL AND
MEDICAL BUSINESSES (fotal revenue $688m,
year to Detober 2000)

Harcourt STM has twe principal businesses,
Academic Press and Harcourt Heatth Sciences:

— Academic Press publishes 174 peer-reviewed
joumals, with particular focus on life, physical,
social and computer sciences. Academic Press
also publishes major reference works and
databases. The IDEAL system provides Academic
Press contert onling and hiolds over 5,000
scientific research articles.

— Harcourt Health Sgiences is the global leader in
healthcare and medical publishing measured by
revenues, Through highy regarded imprints,
including Mosby, Churchill Livingstone, Harcourt
and WB Saunders, Harcourt Health Sciences
publishes some 8,500 clinical reference works
and 250 journals and handbook series,
covering the full spectrum of
primary medical reseerch,
clinical practice and aflied
healthcare. MD Consult is a
rapidly growing ontine service
providing proprietary and licensed
clinical information to physicians and
other healthcare professionals.

Strategic rationale:

In Scignce, the
combination of the brands
and content of Academic
Press and Elsevier Science
will create a business of
outstanding quality, based on
substantial breadth and depth of
scientific information across all of
the majar scientific disciplines.

The ScienceDirect onling platform is highly scalable
and the service will be extended quickly across the
Academic Press content to enhance this industry
‘eading scientific information sesource.

The demand for scientific information is growing at
around 4-5%. We expect to grow sales significantly
faster than this through expanding services and
growing the markets for its products.

n Medical, the acquisition ot Harcourt Health
Sciences represents an excellent opportunity to
secure a leading position in a highy complementary
area for Elsevier Science. Elsevier Science’s clinical
medicine journals, medical databases

and the medical communications businesses fit well
with Harcourt Health Sciences. The Harcourt Health
Sciences prestigious reference works and handbook
series across key clinical disciplines will also enable
the development of enhanced navigaticnal tools

for online information services. MD Consult is an
aftractive entry peint imo online services for practising
cliniciang and will be enhanced by the application

of Elsevier Science's onling publishing skills and
incraased investment to create truly exceptional
Infernet services.

Worldwide demand for medical information is
growing at around 6%. Accelerating progress in
medical sciences and in healthicars applications will
continue to drive this growth and has, with new

onling services, the capacity 1o increase it




 ADDING VALUE
DELIVERING AUTHORITATIVE SOLUTIONS

- In 2000, we have made strong progress
‘ against our key strategic priorities. We have
launched new and upgraded Internet products
and services which have heen well received,
mest importantly the cove research services of
lexis.com and nexis.com for the US tegal and
corporate/government markets respectively.
We have significantly expanded our sales and
marketing activities, and have been building
our global capability and presence through
acquisition and alliance. Our results have been
impacted by this investment programme, but
the progress made is substantial.

The first priority has been products. In the US Legal
Markets, we met our goal of a truly competitive
product mid year with the enhanced lexis.com,

and we continue 1o add content and functionality

“WE HAVE SIGHIFICANTLY EXPANDED QUR SALES
AND MARKETING ACTIVITIES, ARD HAVE BEER
BUILDING OUR GLOBAL CAPABILITY AYD PRESERCE
THROUGH ACQUISITION ANB ALLIANGE”

Andrew Prozas
Ghief Exeoutive Officer, Legal

to improve and differentiate our service, Key content
licences were secured through long term agreements
with CCH and Tax Analysts, both leading publishers
of highly valued tax material, making LEXIS-NEXIS
the most comprehensive source of tax and
accounting information available worldwide. Case law
summaries have now been added to the LEXIS-NEXIS
federal and state case law coliection. These
summaries cover ¢ases since 1995 and we are
working aggressively 1o include earfier years, having
started with those cases most often accessed.
Navigation and ease of use functions have been
significantly improved. Investments were also made
to wild knowledge management and practice
specific solutions alongside our information offerings.

The success of lexis.com, and the sigrificantly
upgraded sales and marketing efforts, will start to be
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reflected in the results going forward as oppartunities
are presented when subscriptions come up for
renewal, and as ingrained preferences for competiter
products are overcome. Particularly encouraging for
the future, has been the success in meeting our goal
of compatitive pacdty in product preference in law
schocls, where user preferences are first formed.
The most recent independent markst research shows
lexis.com fo have parity preference amongst law
students, a sybstantial improvement from a year ago
and representing an important milestone.

Custornisation has been a key feature ot 200G both
in product and in marketing and sales programmes.
During the year we launched a comprehensive

array of taols under the LEXIS-NEXIS Gustomised
e-Solutions brand, including: an enterprise-wide
portal powered by Plumtree Software and developed
exclusively for law firms' knowledge management
needs; Custorn Web Pages for easy access to
specific forms and sources en lexis.com, Intranet
Soluticns for firms in the initial stages of creating
an intranet; and Practice Pages designed under

the guidance of Matthew Bender authors and editors
for a gustomised approach to specific arsas of
practice. To reet the needs of US atfomeys in small
firm and single-lawyer practices, the lexisONE.com
senvice was launched with free and fee-based
research and legal forms, as well as resources

1o help attorneys manage firm business, client
relationships and their cargers.

In the US Corporate and Federal Markets, we
launched the new flagship product, nexis.com,

in September, This represents a major upgrads of
our onling information: service for corporate and
government markets, adding much improved
navigation, personalisation and search capabilities

o qur unparatieled information databases. The new
product has been exceptionally well received in the
market and is driving new sales and expansion of
existing tustomer accounts. As in US Legal markets, we
are building custornised solutions with our customers
that are both industry and function specific, eg.
insurance, media, sales sugport, mergers and
acquisitions, business intelligence etc, that integrate
searching across a customer's Intranet, LEXS-NEXIS
and gther infarmation sources, including the web,
Alllances with major systems suppliers, such as Siebet
and Verity, have embedded nexis.com in their products
extending our penetration of the business market.

In International Markets outside the US, the focus
has likewise bean on product, padicularly new
Interret services, and sales and marketing. In the
UK, the Butterworth Lexis Dirgct service has
maintained its strong market position with expanded
content and new functionaliies. During the yvear,
customised savices were added in specialist fields,
such as Human Rights Direct and EU Direct, and,

in pastnership with a leading legal training firm, CPD
Direct was launched, providing online training and
professionat development. In France, a major initiative
was the launch of the pre-eminent French case law
database, Juris-Data, as an online service,

In all global markets, our focus has been on
expanding our content, launching new value added
online services, and upgrading our sales and
marketing. Acquisitions were made 1o extend our
global footpring and coverage. In Intemational
Markets, Eclipse in the UK agded a leading publisher
in UK employment law which is an important growing
area of law. in LIS Corparate and Federal Markets,
we acguired the Riskwise group of campanies which
provides onling identity verification and traud-risk




salutions for the rapidly growing e-commerce
industry and is an exceflent fit with our existing
public record business.

In recognition that our markets are increasingly
becoming global, we taok steps to develop a global
product and technalogy platform to setve a8 an
underpinning 1o link all of our individua! country
offerings, and to ensure that content available on
any Reed Elsevier legal offering can be delivered to
any of our customers anywhere else around the
globe. We also made the important dacision {o
adopt LEXIS-NEXIS as our global brand. This will
be implemented progressively across our
interational markets this year.
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2000 has been 2 good year for Reed
Educational & Professional Publishing. The
Righy business in the US supplemental market
exceeded all expectations by taking market
leadership in the K-3 (Kindergarien — 3rd grade)
supplemental literacy market. The new literacy
pregramme launched in 1999 has proved very
successful and Righy sales grew by 37%.

In the UK, strong market share gaing in the
secondary schools market were achieved through
innovative publishing programmes to support the
new Key Stage 3 and A-level curricula, The UK
primary market was however significantly behind
the exceptional previous year which benefited from
substantial additional, ring fenced government
funding for literacy materials. The vear also saw
expansion of the e-learning unit and the development
of an increasing number of electronic preducts such
as the Heinemann Explore reference product.

The proposed acquisition of the Harcourt Genera!
K-12 Education and Testing businesses will transform
Reed Elsevier's highly successful existing education
business into a new global publishing division. The
Harcourt businesses bring Reed Eisevier an excelient
position in the fast growing US schools eduscation
market and create a leading position in schools
education in the English speaking world.

The combination of the two businesses will be
exceptionally well positioned to drive new print and
electronic preduct programmes and grow faster
than the market.

15



HARCOURT EDUCATION AND TESTING
BUSINESSES {total revenue $890m, year to
Octoher 2000)

Harcourt is a leader in US schools education, providing
print and muiti-media teaching materals and testing.
The business’s success is bullt or excellence in
editorial, a detailed understanding of its customers
ant sirong marketing ard sales programmes.

— Harcourt School Publishers is the leading US
elementary (K-6) publisher with particular strength
in the four major subject areas of science,
reading, math and social studies. The success of
the business is refiected in its ability to capture
share of programmes in stafe adoptions.

— Hoft, Rinehart and Winston is a major US sacondary
(grada 5-12) publisher with a leading pasition in
literature and language arts, the largest middie and
secondary school discipling. It alse has a strong and
growing position in sclence and is developing
important new math and social studies programmes.

— Steck-Vaughn i3 a publisher of US K-12, aduit
education and public supplemental educational
materials. The business is highly complementary
1o Reed Elsevier's fast growing Righy business.

— Harcourt Trade is a small niche US publishing
business with the well respected Harvest imprint.

In the Testing area, Harcourt has two principal
businesses, Harcourt Educational Measurement and
The Psychological Corporation which are leaders in
testing and performance measurement services for
educaticnal and clinical use.

- Harcourt Educational Measurement provides a
wide range of achievement, aptitude and guidance
educationa) testing services for measwring
K-12 student progress. Harcourt Educational
Measurement develops and administers

CONTINUED

accourtability tests for students in ali 50 US states
and is the exclusive contractar in 20 states,
including Cafifornia and Florida.

- The Psychological Corporation provides practising
and research psychalogists with psychological,
speech and occupational therapy assessment
{ests for many aspects of human behaviour,
intelligence and development.

Educationat assessment is also an extremely
attractive business in the US, Growth is driven
peimarily by the growing pressure at the state and
locaf level to improve the quality of education and to
measure performance on & structured basis.

Strategic rationale:

Schools publishing has strongly attractive grawth
dynamics and the combination of the Harcourt
Educaticn and Testing and REPP businesses will bring
together two leading publishers in the Engfish speaking
world, both with strong pesitions in their respective
territories. The combined business will be founded on
editorial excelience and proven strength in marketing
and sales to deliver print and muttimedia schools
publishing programmes of unparalleled quality.

The Education strategy will be focused on growing
share through innovation and excelience in publishing
development. The goal will be 1 win in state adoptions
and open territories, and 1o bulld integrated interactive

* learning and support services that extend beyond

the classroom,

The immediate priorities will be:

— 10 maintain the current momentum in winning US
state adoptions, and fo follow this suceess thraugh
in open states;

— 1o integrate the Steck-Vaughn and Rigby
supplemental businesses and leverage the
combined scale to expand the publishing
programmes;




~ 0 step up investment in new programmes in
secondary education, paricularly math;

—to expand the scope and penetration of the testing
business through Internet delivery and services;
and

—~ 1o step up investment in the onling publishing uit
1o develop new interactive learning programmes.

The primary focus of accelerated investment in
e-learning will be in the migration of key course
content, the development of supporting interactive
instructional material, the development of teacher
and angillary material, and the strengthening of
anline library reference materials.
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ADDING VALUE

DELIVERING PROFITABLE CONNECTIONS

“ THE BUSINESSES RAVE BEENR
ERBUBHT TOGETKER 14 ONE
COMESIVE GLOBAL BIVISION AND
THE PORTFOLIO REFGCUSED ON
FEWER, FASTER GROWINE
SECTORS
Gerard van de Aast

Ghief Executive Officer,
Business

2000 has seen a good recovery in trading
performance and major pregress on our
strategic initiatives to accelerate growth.

The businesses have been brought together in
one cohesive global division and the portfolio
refocused on fewer, faster growing sectors
through a pregramme of acquisitions and
disposals, We have successfully launched
Intermet portals in key sectors, as well as new
print magazines and exhibitions. Efficiency
was significantly improved through the major
cost savings programmes, funding in part the
substantial increase in investment,

Throughout the year, acquisitions and disposals have
been pursued, as well as new launches, to refocus
the portfolic for growth,

In May we acquired for $300 million, CMD Group,

a leading international supplier of information to the
canstruction industry, CMD provides construction
project informaticn, both nationally anc regionafly in
the US, as well as directories of building products
and services and construction cost data, Combined
with Cahners existing construction magazines and
websites, CMD provides a strong platform from
which to lzad the industry in print and online
information services.

In June we acquired for $73 million e:Logic, a fast
growing and leading application service provider of
web development, design and delivery systems 1o
media and Intemet companies. e:.0gic provides us
with world class content managament fechnology
and is accelerating our strategy of building leading
internet portals,

In July, we acquired for £360nm/€585m the leading
trade exhibition grganiser in Europe, Miller Fraeman
Europe, with operations in France, Spain, taty,
Germany and Scandinaviz, and a publishing business
in italy. The business has over 100 shows and 66
related websites and includes prestigious intemational
and nationat domestic events across a number of
sectors, including building and construction, retail,
food and hospitality, and environmental services.

The business portfolic was expanded by other
acquisitions in the US, UK, France, Spain, Germany
and Asia Pacific.

We have also been selling non core agsets incluging
the K G Saur refarence business in Germany, a
number of the tuition businesses in the Netheriands
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and Belgium, ard a range of titles in the US and
Europe that did rot fit our chosen sectors, The sale
of the travel publishing businesses, OAG Worldwide
and Cahners Travel Group, is well advanced and the
Bowteer bibliographic business is also to be sold.
These digpagals have a3 dilutive impact an earnings
but leave the group more focused and with faster
growth prospects.

Following the changes ir portfolio, Cahners Busingss
Information has been recrganised inta three markst
sector focused divisions; Manufacturing and
Electronics, Construction and Retzil, and Media to
support its transformation from a droad-based
publisher of business-to-business magazines to a
market sector facused, media-nguteal provider of
critical information and marketing solutions to
business professionals. Throughout the year Cahners
has invested against its strategy, launching vertical
portals in a number of key sectors, including
&-inSITE in Electronics, manutacturiag.net in
Manufacturing, and variety.com, tvinsite com and
wirelessweelk.com in, respectively, the
entertainment, television and telecommunication
areas within Media. Over 20 portals have now

been launched, using the e:logic platform, in

target sectors.

Our portals have been well received in their markets
with good growth in traffic and growing advertising
revenyes. The market oppaortuaities however have
been reassessed as clearer business models emerge
and are hot considered as large as first thought.

We have reprioritised some of the Internet investment
1o take account of this. For instance, within the
Manufacturing sector we arg migrating the joint
venture with i2 into a more straightforward licensing

arrangement and have refacused the web sewvice on
the design, automation and supply chainslogistics
segments of Manufaciuring. The recent downtum in
s0 many dot.com valisations reinforces the importance
of the strengths that we have in strong brands,

key content and an established customer base.

In Europe, the most significant launch has been
Reed Business information’s totaljobs.com onfing
recruitment service in the UK. Backed by our
established position in print recruitment,
totaljobs.com now has a leading position in online
recruitment with over 50,000 jobs carried and
growing revenues. Other initiatives include the
75/25 computerweekly.com joint venture with InterX
10 combine RBI's brands, content and publishing
expertise with interX's technical and product data
services. i the Netherlands Elsevier Business
Information’s zibb.nl was successfully launched and
is now a teading general business information portal.

Launches have however not been confined to
Internet services. Cahners successfully launched
three new magazines — eV, focused on entertainment
and the digital economy; Broadband Week, which
informg on breadband networks, applications and
content, and Commvarge, which addresses the
converging space of commnications, computers and
consumer electronics. RBI launched E.Business
Review, capturing a notable gap in the UK market,
and increased the frequency of the very successful
Persannel Teday.

Reed Exhibition Companies has expanded rapidty
during the year through acquisition, alliance and
launch. In addition to Miller Freerman Europe,
acquisitions have been made in the US food




sector and alliances formed with the major halls in
Berlin and Vienna. We are now the warld’s largest
exhibitions business, with teading positions in

the US, Asia and each major European economy.

REC's sector srengihs and proven record in show
organisation and iaunch development adds value to
each acquisition made and the roll out of REC's
global saies and marketing system to newly acquired
businesses leverages its global reach.
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REVIEW OF FINANGIAL PERFORMANGE

REED EL SEVIER COMBINED BUSINESSES

Profit and loss

The reported profit before tax for the Reed
Elsevier combined businesses, including
exceptional items and the FRS10 amortisation of
goodwill and intangible assets, was £192m/<315m,
which compares with a reported profit of
£105m/€160m in 1999. The increase includes

the favourable movement in exceptional items

with lower reorganisation costs and the gain on
disposals of businesses. The reported attributable
profit of £33mA€54m compares with a reported
attributable loss of £63m/<95m in 1999.

Mark Armour
Chief Financial Officer

Tumover increased Oy 11% expressed in steriing
{0 £3,768m, and by 20% expressed in euros to
€6,180m.

Excluding exceptiona! items and the amortisation
of gocdwill and intangible assets, adjusted
operating profits were flat expressed in sterling
al £793m, and up 8% expressed in euros al
£€1,301m. Operating margins at 21.0% were 2.4
percentage points below the prior year principally
reflecting the major investment programme less
cost reductions achieved in production, distribution
and support areas. Excluding acquisitions and

disposals and currency fransiation effects, revenue
growth was 5% whilst costs increased by §%.

The amortisation charge for goodwitl and
intangible assets amounted to £468m/€768m,
up £95m/€201m seflecting acquisitions made in
1999 and 2000, and currency translation effects.

Exceptional items showed a pre-tax charge of
£30m/€49m, comprising £38m/€63m on
acquisition related costs, £77m/€126m in respect
of the major restructuring programme initiated

in 1999, less £85m/€140m profit on sale of
businesses. This compares with a net charge on
exceptional items in 1999 of £232m/€352m, of
which £161m/€244m related to restructuring,

Net interest expense, at £103m/€169m, was
£21m/€44m higher than in the previous year
principally due to the financing of acquisitions
completed in 2000 and currency translation.
Net interest cover was 8 times,

Adjusted profit before tax, which excludes the
amortisation of goodwill and intangible assets and
exceptional items, at £690m/€1,132m, was 3%
lower than in previous years expressed in sterling,

REED ELSEVIER GOMBINED BUSINESSES

Change at
: : constant
2000 1999 2000 1999 cumencies
£m £m €m €m %
Reported figures ) '
Turaover 1,768 3385 (K1) 5,153 9%
Operating profit 210 180 344 274 28%
Profit before taxation 132 Hi 35 160 106%
Net borrowings 433 1588 697 1717
Adjusted figures )
QOperating profit 3 [ 1,304 1,204 W% .
Operating margin 21% 9% 21% 23%
Profit before taxation Be 710 4,132 1,019 3%
Operating cash flow 775 G 1,21 1,188 (1%
(Operating cash flow conversion 9% .8 93% 5%
Interest cover {times) S 18 2 10

Adjusted figures, which exclude the amortisation of goodwill and intangible assets, exc:eptional items and retated tax effects, are presented as additional
performance measures. '




and 5% higher expressed In euros, or 3% lower at
constant exchange rates.

The effective tax rate on adjusted earnings
was slightly higher at 25.9% (1999 25.6%). The
adjusted profit attributable to shareholders of
£511m/€838m compared to £527m/€801m

in 1999, 3% lower at constant exchange rates.

Adjusted operating cash flow, before
exceptional items, was £775m/€1,271m,
representing a conversion rate of operating profit
into cash flow of 98%, as for 1999, Total capital
expenditure in the year amounted o £144m/€236m,
broadly similar to the prior year level.

Free cash flow — after interest, taxation and
tividends but before acquisition spend and
exceptional receipts and payments — was
£334m/€548m compared to £187m/€286m In
1999. The increase in 2000 principally reflects
reduced dividend payments as a result of the
adjustement o dividend policy, and reduced
taxation payments. Net exceptionat cash inflows
of £90m/€148m relate to the £153m/€251m
proceeds from sale of businesses, less exceptional
acquisition related costs and resteucturing,

In 2000, acquisitions were made for a total
consideration of £952m/€1,562m, including debt
of £48m/€79m. An amount of £938M/€1,637m

was capitalised as goodwill and intangible assets.
The 2000 acquisitions contributed £12m/€20m
to adjusted operating profit in the year and added
£33m/E54m to operating cash fiow.

Net borrowings at 31 December 2000 were
£433m/€697m, a reduction of £633m/€1,020m
on the prior year end, which refiected proceeds
from the joint international share offering by Reed
International and Elsevier in November 2000,
together with the free cash flow and exceptional
receipts, less spend on acquisitions.

PARENT COMPANIES

For the parent companies, Reed International and
Elsevier, the adjusted earnings per share,
excluding exceptional items and the amortisation
of goodwill and intangible assets, were 23.3p
{1999 24.4p) and €0.59 (1999 €0.57)
respectively, representing a decline of 5% at
constant rates of exchange. The reported
eamings per share for Reed Intemational
shareholders was 1.0p (1909 loss 3.4p) and for
Elsevier shareholders €0.04 (1999 loss €0.07).

The propased Reed International final dividend

is 6.9p per share. Together with the interim
dividend of 3.1p, the total 2000 dividend will be
10.0p, the same as for 1999, The Elsevier 2000
final dividend under the equalisation arrangements
is €0.19 per share. Together with the interim
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dividend of €0.09, the 2000 total dividend will
be €0.28, 4% higher than in 1999, The
differences in dividend growth between Reed
International and Elsevier reflect the impact of
currency movernents,

THE HARCOURT ACQUISITION AND EQUITY

AND DERT FINANCING

On 27 October 2000, Reed Elsevier entered into

a definitive agreement with Harcourt General, Inc
{Harcourt) to make a tender offer of $59 per share
of common stock, or share equivalent, for the entire
issued share capital of Hascourt. The offer values
the company at $4.45 billion (£3.10 billion/€5.37
billion at exchange rates then prevailing). Reed
Elsevier pk also entered into a definitive agreement
with The Thomson Corporation (Thomson) to
onesel, for pre-tax proceeds of $2.06 billion, the
Harcourt Higher Education business and the
Corporate and Professional Services businesses
other than educational and clinical testing.

Following completion of the offer and the on-sale
of businesses, Reed Elsevier will have acquired
Harcourt's Scientific, Technical and Medical (STM)
business and its K-12 {kindergarten to grade 12)
Schools Education and Testing businesses for an
implied value of approximately $4.5 billion, taking
into account corporate net debt, taxes payable

on the on-sale proceeds and the assumption of
other corporate liabilities.

PARENT GOMPANIES
Reed intemational Elsevies
2000 % 2000 1998 - % .

£m change £m €m chanpge
Reported profit/(loss) attributable 14 7 {48}
Adiusted profit attributable i 3% 419 401 4%
Average exchange rate €:£ 1.64 ' 154 1.52
Reported earnings/{loss) per share 14y €504 €007 -
Adjusted eamings per share 2339 5% €059 €057 4%
Dividend per share 10 - £0.28 €0.27 4%

The results of Beed International reflect its sharaholders” 52.9% econamic interest in the Reed Elsevier combined businesses. The results of Elsevier reflect its

shareholders’ 50% economic interest-in the Reed Elsevier combined businesses. The respectlve economic interests of the Reed International and Elsevier
sharehoitiers take actount of Reed tnternationals interest in Elsevier,
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The acquisition and the on-sale to Thomson is
subject to customary regulatory approvals, which
may require some divestment of assets.

In order to fund the acquisition a placing of new
shares in Reed International and Eisevier was
undertaken jointly in November 2000 and new
debt facilities obtained. The net proceeds of

the placing totalled £1,263m/€2,071m through
the issue of 113.7m ordinary shares in Resd
International at 625 pance per share and 66.26m
ordinary shares in Elsevier at €14.50 per share.

SCIENGE & MEDICAL

Turnaover

652

:_é,:
g
5
@&
@

REVIEW OF OPERATIONS

Unless otherwise indicated, all percentage
movements in the foltowing commentary refer to
canstant currency rates, using 1999 full year
average rates, and are stated before amortisation
of goodwill and intangibles and exceptional ttems.
The Education business, previously reported within
the Legal segment, tas been presented separately
for the first time in 2000. Comparatives have been
restated accordingly.

SCIENCE & MEDICAL

Turnover and operating profit in the Science &
Medical business increased by 7% and 12%
respectively at constant rates of exchange, or 8%
and 12% excluding acquisitions and disposals.
The good sales growth was driven by the stronger
subscription renewals in the year and the increasing
contribution from Intemet services. The previpusly
advarse subscribar attrition trends were raversed.
QOperating margins were slightfy higher reflecting the
strong revenug growth, with the significant increase
in investyment, in new product and sales and
marketing initiatives, offset by cost savings in
production, distribution and back office functicns.

LEGAL

Adjusted
operating profit

Turngver

The customer takeup of the ScienceDirect online
services continues to progress welk. ScienceDirect
now covers over 45% of the subscription
revenues, up from 25% a year ago, and usage is
growing rapidly with more than 15 million page
views in January 2001,

The medical publishing and communications
business in 2000 reported turnover iower by
15% due 1o the disposal of Springhouse.
Underlying sales were marginally ahead and
aperating profits up 22% following reorganisation
of the sponsored communications business and
in France after the weak performance in 1989,
The year ended with good growth momentum

as the benefit of the sales force expansion began
to take effect.

LEFGAL

Turnavar in the Legal business increased by 5%,
or 3% excluding acquisitions, and operating profit
was down 19%. This reflects the significant step
up in investment, particutarly at LEIS-NEXIS,

to deliver substantially upgraded products and
services, and sales and marketing programmes.

Adjusted
operating profit




The investment was partly funded by the major
cost savings programme. Operating margins were
correspondingly lower by 6.2 percentage points at
19.7%, from which they are expected to recover
as the investment pays off. At LEXIS-NEXIS,
turnover excluding acquisitions was up 2% whilst
operating profits were 24% lower.

In the US Legal Markets, online revenues grew 5%
with the second half growth showing a continuing
improvement aver the first. This is partly offset by
lower print and CD-RGM sales as business migrates
online. Online usage is growing dramatically as
customers migrate 1o the significantly upgraded
functienalities and services of the laxis.com
platform, which now agcounts far more than 65%
of searches. The Martindale Hubbell legal directory
business had another successful year.

In US Corporate and Federal Markets, Nexis
online revenues grew by 4%, a major turaround
from the 4% decline seen the previous year,
with a particularly strong second haif.

EDUCATION

Turngver

¢ steriing {Im}

& guro {m)
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LEXIZ-NEXS International businesses outside
the US {formerly the Reed Elsevier Legal Division)
reported turnover and operating profit up 11%
andg 1% respectively, or 5% and flat excluding
acquisitions, reflecting solid sakes performance
and a significant ingrease in new product and
marketing investment.

EDUCATION

Reed Educational & Professional Publishing saw
revenues and operating profit increase by 9% and
15% respectively. Righy, the US supplementary
business, had a particularly good year with
revenues 37% ahead driven by market share
gains and a very successful launch of the new
Rigby literacy programme. n UK Schouols, sales
in the Primary market were lower than the prior
year which benefited from exceptional, ring
fenced government funding for literacy materials.
in Secondary, however, sales were up 23% on
strong new publishing programmes addressing
curriculum changes.

: BUSINESS
Adjusted
operating profit

Tumover

BUSINESS

Turnover and operating profit in the Business
segment increased by 12% and 7% respectively
at constant rates of exchange. Excluding
acquisitions and disposals, the figures were 4%
and 3% respectively. Turnover growth was held
back by the unfavcurable cycling of non-annual
exhibitions and lower revenues in the travel
businesses being sold. Operating margins at
15.8% were 0.9 percentage points lower
reflecting the significant increase in investment,
although this is substantialty funded by the cost
saving programme.

Cahners Business Information turnover and
operating profits were up 5% and 30%
respectively before the impact of acquisitions. The
Electronics, Supply Chain, Retail and Entertainment
sectors performed particulary well, with
Manufacturing fiat and Cahners Travel Group
lower. New product launches in both print and
Internet services added 2% to revenue growth.
Operating marging improved, despite a significant

Adjusted
operating profit
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increase in new product investment, reflecting

the major restricturing programime in the second
half of 1999.

At Reed Busiress Information, turnover increased
by 11%, or 7% excluding acquisitions, with
stronger growth and market share gains in display
and recruitment advertising in the UK magazines
and in Internet revenues. The Computer, Personnel,
Aprospace and Science settors periormed
particularly well. Underiying operating profits
were 1% lower, reflecting the major increase in
Investment, particularly in totaljobs.com, the
online recruitment service, which commands the
leading market share in the UK.

At OAG Worldwide, tumover declined by 19%

due to porifolio ratipnalisatton ahead of its
impending sale and lower sales of the print product.
Investrent bas bean sigoificantly increased in new
web products and the OAG.com and 0AGMobile
services were launched in the second half,

TURNOVER BY GEOGRAPHIGAL MARKET

RESTOF
WORLD
£383m

€628m

REST OF
ELROPE
£478m
E€184m

THE RETHERLANES
£234m €£3%4n

UNITED KINGDOM
E20m EREST -

At Elgevier Business Information, tumover and
operating profits ware up 11% and 5% respactively,
or 7% and 10% excluding acquisitions. Strong
performances ware seen across the husinesses in
the Metherlands, Belgium, Spain and France.

Tumover at Reed Exhibition Companies increased
by 18% and operating profit by 19%. As several
rpajor non-annual shows in the UK and US did
not take place in 2000, excluding acquisitions,
revenue grew by 1% and operating profit declined
by 8%. This also refiects the significant new show
launch programme, with over 35 new shows
launched, and a significant step up in investment
in show related websites.

FORWARD-LOOKING STATEMENTS

The Reed Elsevier Annual Review ang
Summary Financial Statements contain
forward-looking statements within the
meaning of Section 27A of the US Securities
Act 1933, as amended, and Section 21

of the Securities Exchange Act 1934, as
amented. These statements are subject

to a number of risks and uncertainties and
actual results and events could differ
materially from those currantly being
anticipated as reflected in such forward-
looking statements, The terms ‘expect’,
‘should be’, ‘will be', and similar
expressions identify forward-looking
statements. Factors which may cause future
outcomes to differ from those foreseen in
forward-lpoking statements include, but are
not fimited 10, general economic conditions
and business conditions in Reed Elsevier's
markets, customers' acceptance of its
products and services, the actions of
competitors, ¢changes in faw and legal
interpretation affecting Reed Elsevier's
intellectual property rights, and the impact

of technologicat change.
.. ADJUSTED OPERATING PROFIT 8Y
GEOGRAPHICAL ORIGIN
REST OF
AESTOF é?w
EliRGPE it

£10%m
£167m

THE SETHERLAKDS
£136m €272mn )

RORTH AMERIGA
£2.152m £352%m

UNITED KNGEOM
€igtm €£213m

NORTH AMERICA
£335m €549m




INTRODUCTION

These summary financial statements are a
summary of information contained in the Reed
Elsgvier Annual Reports & FAnancial Statements
2000, They do not contain sufficient information to
allow as full an understanding of the resulls and
state of affairs of the Reed Elsevier businesses and
the parent comparies as would be provided by the
full Annual Reports. Shareholders who wish to
receive, free of charge, a copy of the Annual
Reports and Financial Statements for the year
ended 31 December 2000, or in the future, should
write to either the registered offices of Reed
International at 25 Victoria Street, London SW1H
QEX, UK, ar Elsevier atVan de Sande
Bakhuyzenstraat 4, 1061 AG Amsterdam, The
Netherlands.

SUMMARY REPORT OF THE DIRECTORS
Information relating 1o a review of the activities of
Reed Elsevier and ¢f future developments in the

businesses is given in the Report of the Chairman
and the Chief Executive Officer, Business Review
and Review of 2000 Financial Performance on
pages 2 to 26.

The Reed Elsevier directors who served during
the year and their respective remuneration
are shown in the summary Reed Elsevier pic
Remuneration Report on pages 32 and 33,

Details of dividends paid and proposed are given in
the summary financial information for Reed
International and Elsevier on pages 29 and 30.

BASIS OF PREPARATION

The Reed Elsevier combined finaneial statements
encompass the businesses of Reed Elkever ple and
Elsevier Reed Finance BV and their respective
subsidiaries, associates and joint ventures, together
with the two parent companies, Reed internationat
and Elsevier {‘the combined businasses').

AUDITORS’ STATEMENT TO THE SHAREHOLDERS OF REED INTERNATIDNAL PL.C. AND ELSEVIER NV

The Reed International summary finangial
informafion ceflects its shareholders’ 52.9%
economic interest in the Reed Elsevier combined
businesses. The Elsevier summary financial
information reflects its shareholders’ 50%
economic interest in the Reed Elsevier combined
businesses. The respective economic interests of
the Reed International and Elsevier shargholders
take account of Reed International’s interest in
Elsevier.

The summary financial statements include adjusted
figures for profit and cash flows, which exclude the
amortisation of goodwill and intangible assets,
exceptional itams and related tax effects. Adjusted
operating profit is also shown after share of
operating profit in joint ventures. Adjusted operating
cash flow is measured after dividends from joint
ventures, tangible fixed asset spend and proceeds
from the sale of fixed assets. These figures are
used by Reed Eisevier as additional performance
measures.

We have examined the summary financial statements of the Reed Elsevier comhmed busmesses and of Reed International PL.C. and Elsevier NV set out on pages

27 10 30 and 32 and 33,

Respective responsibilities of directors and auditors

The directors of Reed International P.L.C. and Elsevier NV are responsible for preparing the Annual Review and Summary Financial Statements. Qur responsibility is

to report to you our opinion on the consistency of the summary financial statements within the Annual Review and Summary Financial Statements with the full annual
financial statements and directors’ reparts and, in respect of Reed International PLC., its compliance with the relévant requirements of Section 251 of the Companies
Act 1985 and regufations made thereunder. We aiso read the otfer information contained in the Anaual Review and Summary Financial Statements and consider the
implications for our report it we become aware of any apparent mis-Satements of material inconsistencias with the susmmary financial statements.

Basis of opinion - :
We conducted our work in accordance with Bulletin 1999.’6 The augditors' statement on the summary flnanmal statement’ issued by the Auditing Practices Board.

Opinion

In our opinion, the summary financial statements are consistent with the full Tinanciat stawmems of the Reed Elsevier cornblned pusinesses and with the full financial
statements and directors’ reports of Reed International PL.C. and Elsevier NV for the year ended 31. December 2000 and in respect of Reed International P.L.C., comply

wnhﬂ ﬂ{)&cable requirenents of Section 251 of the Companies Act 19%5 made mereumjer
Mo N\ Ve - . N\,
Deloitte & Touche & Lok . \ G e \\\g e .X. .

Deloitte & Touche
Chartered Accountants and Registered Auditors Accountants
London Amsterdam

21 February 2001 21 February 2001

The auditors’ reports on the anrual 2ccounts of Reed infernational RL.C. and Esevier NV for the years ended 31 December 2000 and 1999 were uncualified. The auditors' report on the annual accounts

of Reed Intemational PL.C. ¢id ndt contair: any statement under s237{2) or 5237(3) of the UK Companies Act (regarding inadequate accounting records or refurns, accounts not agreeing with records
and returns, and faiture o obtain necessary information anit explanations).
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SUMMARY GOMBINED PROFIT AND LOSS AGGOUNT

2000 1999 2000 1909
FOR THE YEAR ENDED 31 DECEMBER 2000 £m £m €m €m
Tumover 3,788 3,380 6,130 5,153
Adjusted operating profit {including £16m/€27m

(1999 £7m/€11m) share of joint ventures)

35 742 1,30t 1,204

Amaortisation {including £3m/€6m (1999 £4m/<6m) share of joint ventures) {488 (768} (567
Exceptional items 1115 (189 363
Operating profit {including £13m/€21m {1999 £3m/€5m) share of joint ventures) 210 34 274
Noen operating exceptional items i 140 N
Profit on ordinary activities before interest 245 484 285
Net interest expense 11035 {169} (12%)
Profit on ordinary activities before taxation 113 N5 166
Tax on profit en ordinary activities {158} (261} (254}
Profit/(loss) on ordinary activities after taxation 33 54 (94)
Minority interests - - U}
Profit/{loss} atfributable to parent companies’ shareholders 33 54 {95}
Ordinary dividends paid and proposed {245 {462} (356)
Retained loss taken to reserves {212 {348} @51}
Adjusted profit before tax 651 1,132 1,079
Adjusted profit attributable to parent companies’ shareholders 51t 838 80
SUMMARY GOMBINED CASH FLOW STATEMENT

2000 1909 2000 1999
FOf THE YEAR £NDED 31 DECEMBER 2000 £m £m €m £€m
Net cash inflow from operating activities §i8 740 1,333 1,158
Dividends received from igint ventures 8 10 B
Retums on invesiments and servicing of finance (08 (t71}) (123
Taxation {including £31m/€51m (1999 £74m/€112m) exceptional inflow) {1103 {180} (150)
Capital expenditure {138 (226} (185
Acquisitions and disposals {766 {1,248) {249}
Ordinary dividends paid 1o the shareholders of the paremt companies (196 321} 519
Cash outflow before changes in short term investments and financing 490 41 {803} {61}
{Increase)/decrease in short term investments {1,431 287 {1,865) 451
Financing 1,634 an 2879 {3004
Increase in cash 7 5 1" 40
Adjusted operating cash flow hi PAT 121 1,186
SUMMARY COMBINED BALANGE SHEET

2000 1999 2000 1999
AS A¥ 31 DEGEMBER 2000 £m £m €m €m
Goodwill and intangible assets 8187 3,400 6,644 5474
Other fixed assets 542 L] a 314
Fixed assets 45496 350 7,56t 6,288
Cumrent assets 282 4,398 2,201
Creditors: amounts falling due within one year £3.575; {5441} {4,308}
Net current liabilities 847} (1,042) {2,100
Total asseis less current liabilities EREE 6,519 4,181
Creditors: amounts falling due after more thar one year 873 (1,408) {998}
Provisions for liabilities and charges {128} {268 (182
Minority interesis {7 (1) 4
Combined shareholders’ funds 3,041 4,896 2,987
Net horrowings 438 897 1,717




REED INTERNATIONAL SURMMARY FINANCIAL INFORMATION

SUMMARY CONSOLIDATED PROFIT AND LOSS AGCOUNT
2000
FORTHE YEAR ENDEC 31 DECEMBER 2000

fm
Share of turnover of joint ventures 1,894 E
Operating loss {before joint ventures) IsH
Share of operating profit of joint venlures
Before amortisation and exceptional items 414 414
Amortisation and exceptional items {308 {323
Operating profit including joint ventures 185 8a
Non operating exceptional items (including £45m (1999 £4m) share of joint ventures) 4
et interest (including £59m (1999 246m) share of joint ventures) a4
Profit on ordinary activities before taxation 4
Tax on profit on ordinary activities {85)
Profit/(loss) atributable to ordinary shaveholders 11
Ordinary dividends paid and proposed {323
Retained loss taken fo reserves it
Basic eamings per share 1.0p
Diluted eamings per share 1.8
Adjusted eamings per share 23p

Adiusted sarnings per share is based upon Reed International’s shareholders’ 52.9% economic interast in the adjusted profit atiributable of the Reed Elgevies
combined businesses.

DIVIDENDS

The directers of Reed Intemational have proposed a final dividend of 6.9p per ordinary share {1999 5.4p) which, when added to the interim dividend atready
paid of 3.1p per ordinary share {1999 4.6p}, amounts to a total 2000 dividend of 16.0p per ordinary share (1399 10.0p). Dividends paid to Reed International
and Elsevier sharehotders are equalised at the gross level inclusive of the UK tax credit received by certain Reed Infernational shareholders. An equalisation
adjustment equatises the benefit of the UK tax credit between the two sets of shareholders in actordance with the equalisation agreement.

SUMMARY CONSOLIDATED BALANGE SHEET

2000
AS AT 31 DECEMBER 2000 £fm
Fixed asset investment in joint ventures et
Curent assets 944
Greditors: amounts falling due within one year {180
Net current assets 844
Total assats less current Rabilities 1,645

Creditors: amounts falling due after more than one year
Shareholders’ funds

{38}
1,508
The balance sheet of Reed International refiects its shareholders' 52.9% economic interest in the net assets of the Reed Elsevier cormbined businesses.

0n 5 December 2000, the company issued 113,700,000 new 12.5 pance ordinary shares at 625 pence each following 2 jeint international offering by Reed
International and Elsevier. The purpose of the offering was ta finance the proposed acquisition by Reed Elsevier of the Scientific, Technical and Medical business

and the Schools Education and Testing businesses of Harcourt General, Inc. The nominal value of the shares issued by the company was £14.2m and the net
proceeds were £694m,

by the Board of @irectors, 21 February 2001 M’ W

MH Armour
/

Chairman Chief Finantial Officer
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ELSEVIER SUMMARY FINANCIAL INFORMATION

SUMMARY PROFIT AND LOSS ACCOUNT

2000 1909
FOR THE YEAR ENDED 31 DECEMBER 2000 €m €m
Share of tumover of joint ventures 3,091 2577
Operating loss {before joint ventures) 3 o
Share of operating profit of joirt ventures

Before amortisation and exceptional items 854 608

Amortisation and exceptional items (479) {468}
Operating profit inclding joint ventures 172 137
Non operating exceptional items (including €70m (1239 €6m) share of joint ventures) 70 8
Net interest (including €92m (1999 £66m) share of jnint ventures) (85) B3}
Profit on ordinary activities before taxation 157 80
Tax on profit on ordinary activities {130) {128
Profit/(loss) attributable to ordinary shareholders 27 {48}
Ordinary dividends paid and proposed {200} (179
Retained loss taken Yo reserves {173) {227}
Basic earnings per share €0.04 £(0.07}
Diluted eamings per share €003 E(0.67)
Adjusted earnings per share €058 €057

Adijusted earnings per share is based upan the Elsevier sharehglders’ 50% share of the adjusted profit attributable of the Reed Elgevier combined bysinesses.

DIVIDENDS

The directors of Elsevier have proposed a final dividend of €0.19 per ordinary share {1999 €0.15), which when added to the interim dividend already paid
of €0.09 per ordinary share {1999 €0.12), amounts to a total 2000 dividend of €0.28 per ordinary share (1999 €0.27), an increase of 4%. Dividends paid to
Reed nternational and Elsevier sharenpiders are equalised at the gross feve) inclusive of the UK tax eredit teceived by certain Reed intemational shareholders.

SUMMARY BALANCE SHEET

2000 1999
AS A7 31 DECEMBER 2000 €m €m
Fixed asset investment in joint ventures 1,674 1.55¢
Current assets 976 80
Creditors: amounts falling due within one year {154} a0
Net current assets/(liahilities) 822 {22}
Total assets less current liabilities 2,496 1537
Creditors: ameunts falling due after more than ane year & i
Provisions {42) {36}
Shareholders' funds 2,448 1,493

The baiante sheet of Elsevier reflects its shareholders’ 50% economic interest in the net assets of the Reed Eisevier combined businesses.

On & December 2000, the company issued 66,255,000 naw €0.06 ordinary shares at £14.50 each following a joint international affering by Reed {nternational
and Efsevier. The purpose of the offering was to finance the proposed acquisition by Reed Elsevier of the Scientific, Technical and Medicat business and the
Schools Education and Testing businesses of Harcourt General, Inc. The nominal value of the shares issued by the company was €4.0m and the net proceeds

were €933m.
Signedtby the Boards of Directors, 21 February 2001 W
M Tab al MH Armour

Chairman Chief Financial Officer




STRUCTURE

Equalisation arrangements

Under the equatisation arrangements enteret
into on the merger of Reed International's and
Elsevier's businesses in January 1993, Reed
Internaticnal shareholders have a 52.9%
economic interest in Reed Elsevier, and Elsevier
sharehotders {other than Reed International} have
a 47.1% economic interest in Reed Elsevier.
Shareholders in Reed International and Elsevier
enjoy substantially equivalent dividend and capital
rights with respect to their ordinary shares.

Reed international and Elsevier each holds a 56%
interest in Reed Elsevier plc. Reed Internationat
holds a 39% interest in Elsevier Reed Finance BV,
with Elsevier hoiding a 61% interest. Reed
International additionally holds an indirect equity
interest in Elsevier, reflecting the arrangements
entered into between Reed International and
Hisevier at the time of the merger, which
determined the equalisation ratio whereby one
Eisevier ordinary sharg is, in broad temms, intended
o confer equivalent economic interests to 1.538
Reed International ordinaty shares.

The boards of both Read Internationai and Elsgvier
have agreed, except in exceptional circumstances,
to recommend equivalent gross dividends
(including, with respect to the dividend an Reed
International ordinary shares, the associated UK
tax credit), based on the equalisation ratio. A Reed
Internaticnal ordinary share pays dividends in
sterling and is subject to UK tax law with respect
1o dividend and capitaf rights. An Elsevier ordinary
share pays dividends in euros and is subject

to Dutch tax law with respect to dividend and
capital rights.

CORPORATE GOVERNANGE

Compliance with codes of best practice

Reed International, which has its primary listing
on the London Stock Exchange, has complied in
alf material respects throughout the period under
review with the code provisions set out in Section 1

ot the Combined Cede in the Listing Rules of the
U¥ Financial Services Authority.

Elsevier, which has its primary listing on Ewronext
in Amsterdam, has somplied throughout the period
under review with the listing rules of Euranext

and best custom and practice appropriate to
internationafly focused Dutch companies.

BOARDS

The boards of Reed Elsevier plc, Reed International
and Elsevier include a balance of executive and
independent non-executive directors.

Subject to the approval of the appointment of
Andrew Prozes and Gerard van de Aast as
members of the Executive Board at the Elsevier
Annual General Meeting in April 2001, all of the
directors of Reed Elsevier pl; are also, or will be,
directors of Reed International and Elsevier.

Information in respect of the members of the
Reed Elsevier pic board appears on page 5. Two
members of the Elsevier Supervisory Boasd who
da nat serve on the Reed Eigevier plc or Reed
International boards are:

Dien de Boer-Kruyt (56}

Member of the Supervisory Board of Elsevier

since 2000. Non-executive director of Sara Lee/DE,
Hollandske Beton Group and Internatio Miler,

Otto ter Haar (71)

Member of the Supervisory Board of Elsevier since
1990. Previously a member of the Executive Board
of Elsevier, Chief Executive Officer of Elseviar
Science from 1977 10 1987,

M1 ter Haar will Tetite at the conclusion of the
forthcoming Annual General Meeting of Elsevier,
wihen he will reach the statutory refirement age.

COMMITTEES

In accordance with the principles of goog
corporate governance, the following committees
have been established by the parent companies

and Reed Elsevier plc:

+ Audit Commitiee

+ Hominations Commities
+ Bemuneration Commitiee
= Strategy Committee

INTERNAL CONTROL

The boards of Reed International and Elsevier
exercise independent supervisory roles ovar the
activities and systems of internal control of Reed
Elsevier plc and Elsevier Reed Finance BV.

The board of Reed Eisevier pic is responsible for
the system of internal control of the publishing
and information businesses, while the boards

of Elsevier Reed Finance BY are responsitie for
the system of internal control in respect of the
finance group activities. The objective of these
systems of internai control is to manage, rather
than eliminate, the risk of failure to achieve
business objectives. Accordingly, they can only
provide reasonable, but not absolute, assurance
against material misstatement or loss. The boards
of Reed Elsevier plc and Elsevier Reed Finance BY
have implemerted an ongoing process for identifying,
evaluating and managing the material risks faced
by their raspective businesses. This process

has been in place throughout the year ended

3t December 2000 and up to the date of approval
of the Annual Reports & Financial Statements.

As part of the year end procadures, the boards
of Reed International, Elseviar, Reed Elsevier plc
and Elsevier Reed Finance BY have reviewed the
eifectiveness of the systems of internai control
during the last financial year,

GOING CONCERN

The directors of Reed Intematicnal ard Elgevier,
having made appropriate enquiries, consider that
adequate resources exiat for the combined
businesses to continue in operational existence for
the foreseeable future and that, therefore, it is
appropriate to adopt the going cancern basis in
preparing the financial statements.

3t




DIRECTORS' REMUNERATION
The remuneration of the directors of Reed Elsevier plc {including any entitlement to remuneration {rom either Read Intarnational, Elsevier or Elsevier Reed

Finance BV) was as follows:

2000 1999 2000 1949
a) Aggregate remungration £000 2000 €000 €000
Salaries and fees 2,088 2505 3,391 3,808
Benefits 50 1 103 164
Annual performance-related bonuses s3] 412 1,368 626
Pengion ¢ontributions b 478 1,288 723
Pension to former director 95 214 377 325
One-off bonuses 4pit 27T 7574 421
Compensation and payments in respect of former directors Gt K8 Y53 529008
Total §.097 7468 8243 11,347

X . 2000 1999 2000 1998

b} Individual remuneration of directors g g € €
Executive directors
MH Armour 5F543 935,690 593,565
CHL Davis (from 1.9.99) 1402547 5,808,177 £11,920
DJ Haank (from 15.11.99) 345,145 566,037 51,430
0 Laman Trip (until 30.6.00) 145, 772® X 22266509 313,206
A Prozes {from 7.8.00} PELEATH ~ 1,490,016 -
GJA van de Aast (from 6.12.00) 28,364 46,516 -
Aggregate salaries, benefits and bonuses of former directors {723,380 2,619,500¢)
Total 3,050,418 2887 473 5,069,101 4,388,720
Non-executive directors
SF Brock (from 15.4.99) 34250 FARY: ] 50,120 41338
RJ Nelissen (from 15.4.99) 34,304 WL1g7 56,258 45900
S Perrick 34,504 56,258 66,168
RWH Stomberg 34,220 56,120 53,508
M Tabaksblat 168,202 275,851 196,421
DGC Webster 8278 56,120 106,795
Aggregate emoluments of former directors 127,005
Total 338470 558,727 631,220

{i} In accordance with the terms of his service contract, A Prozes received an additional bonus in respect of 2000, amounting to £461,391 (€756,681), as
compensation for loss of bonus from his previous employment.

(i) O Laman Trip ceased to be a director on 30 June 2000 and, as compensation for termination of his service agreement, received a payment representing two
years' salary and an amount equal to two years” employer's pension contributions plus certain other benefits, the aggregate amount of which was £581,342
{€953,400).

(iiiy Details of safaries, benefits and bonuses of and compensation payments to former directors in 1399 are set out in the Remuneration Committee seport of that
year.




SUMMARY OF EXEGUTIVE SHARE OPTIONS AND SHAREHOLDINGS
a) Options over shares

Reed International

Granted Grantej == Exerciged
1 January during the 31 December 1 January during the during the 31 December

20000 year i} 2000 2009 @ the year () year
M H Amour - Executive Scheme 242,100 88,202 330,302 20,244 61,726 81,970
-LTp - §82,016 882,016 - 617,256 617,256
- SAYE Scheme 3.924 - 3,924 - - -
C HL Davis - Executive Scheme 321,199 171,821 493,020 191,550 120,245 31,785
- Nil cost opticns 535,332 - 535,332 319,250 - 319,250
-~ LTIP - 1,718,213 1,718,213 - 1,202,446 1,202,446
- SAYE Scheme - 5,019 5019 - - -
D J Haank — Executive Scheme 36,995 51,368 88,363 116,851 35,949 152,800
- LTip - 513,680 513,680 - 359,485 359,485
- Convertible Debentures - -~ - 9,540 - 3,000 6,540
A Prozes - Exgcutive Scheme - 188,281 188,281 - 131,062 131,062
- TP - 941 406 941,406 - 655,310 855,310
— Nil cost options - 60,507 60,507 - 42 12000 42,120
G JAvan de Aast — Executive Scheme 50,940 - 50,940 35,866 - 35,866
e uils 509,404 - 509,404 358,658 - 358,658

(i) On date of appointment if after 1 January 2000.

{ii) Options granted in the year over Reed International shares under the Reed Elsevier plc Executive Share Cption Scheme and Senior Executive Long Term
Incentive Scheme were at the exercise prices of 436.50p, 566p and 638p, and under the SAYE Scheme at the exercise price of 336.2p. Options granted in
the year over Elsevier shares under the Reed Elsevier plc Executive Share Option Scheme and Senior Executive Long Term Incentive Scheme were at the

exercise prices of €10.73, €13.60 and €14.87.
{ii} Mr Prozes was granted on joining the company nil cost options as compensation for stock option gains forfeited upon leaving his previous employment.

b} Interests in shares
The interests of the directors and their families in the issued share capital of Reed International and Elsevier at the beginning and end of the year are shown below:

Reed International Elsevier
ordinary shaies ordinary shares

1 January 31 Cecember 1 January 31 December

2000 2000 2000 2000

M H Armour 2,500 2,500 2,500 2,500
J F Brock 3,000 3,000 - -
CHLpavis - 44 778 - 31,099
D J Haank - - 7,880 10,880
R J Nelissen - ~ - 5,000
W Tabaksbiat - - 8,000 8,000
D G C Webster 5,000 5,000 - -

There have been no changes in the interests of the directors in the share capital of Reed international since 31 December 2000, Subsequent to 31 December
2000 S Perrick acquired 962 Elsevier shares.




STOCK EXGHANGE QUOTATIONS

Read International P.L.C. shares and Elsavier NV
shares are listed on the stock exchanges in
Amsterdam, London and New York. in addition,
Elsevier shares are quoted on the EBS stock
exchange in Switzedand and are also traded in
the Freiverkehrsmarld in Frankfurt,

Trading on the New York Stock Exchange is in

the form of American Depositary Shares (ADSs),
evidenced by American Depositary Receipts
{ADRs). Each Elsevier ADS represents two Elsevier
shares and each Reed Intemational ADS
represents four Reed International shares.
Enquiries concerning Reed International or Elsevier
ADSs should be addressed to Citibank Shareholder
Services, PO Box 2502, Jersey City, NJ 07303
2502 or by telephoning +1 877 248 4237 (toll free
if diafled from within the United States).

The full Annual Reports & Finangial Statements
for Reed Intemational P.L.C. and Etsevier NV for
the year ended 31 December 2000 are available
to the public from the registered offices of the
respective companies:

Reed Intermational P.L.C.
25 Victoria Street

London SW1H 0EX

United Kingdom

Te); +44 {0920 7222 8420
Fax: +44 (0)20 7227 5799

Elsevier NV

Van de Sande Bakhuyzenstraat 4
1061 AG Amsterdam

The Metherlands

Tel: +31 20 515 9341

Fax: +31 20618 0325

AUDITORS

Deloitte & Touche

Hill House, 1 Little New Street
London EC4A 3TR, United Kingdom

Deloitte & Touche
Qrlyplein 50, 1043 DP Amsterdam
The Netherlands

STOGKBROKERS

Cazenove & Co

12 Tokenhouse Yard

London EC2R 7AN, United Kingdom

ABN AMRO Bank NV
Gustav Mahlerlann 10, 1082 PP Amsterdam
The Netherlands

ADR DEPOSITARY
Citibank NA
117 Wall Street, New York, NY 10043, USA

Reed International PL.C. CUSIP No. 758212872
{Trading Symbol: RUK)

Elsevier NV CUSIP Ho. 220250100
{Trading Symbol: ENL)
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22 February  Announcement of Preliminary Results for the year ended 31 December 2000

10 April Reed International £.L.C. Annual General Meeting at the Millenaium Mayfair Hotel, Grosvenor Square, London W1
11 April Elsevier NV Annual General Mesting at Hotel Okura, Ferdinand Bolstraat 333, 1072 LH Amsterdam

18 April Ordinary shares and ADSs in Reed International PL.C. and Elsevier NV go ex-dividend for 2000 final dividend
20 Aprit Record date — Reed International PL.C. ordinary shares and Reed international PL.C. and Elsevier NV ADSs

14 May Final dividends for 2000 paid on Read International PL.C. and Elsevier NV ordinary shares

21 May Final dividends for 2000 paid on Read International PL.C. and Elsevier NV ADSs

9 August Announcement of interim Results for the six months to 30 June 200

15 August Ordinary shares and ADSs in Reed International EL.C.. and Elsevier NV go ex-dividend for 2001 interim dividend
17 August Record date — Reed international PL.C. ordinary shargs and Reed International PL.C. and Elsevier NV ADSs

10 September  Interim dividends for 2001 paid on Reed International PL.C. and Eisevier NV ordinary shares

17 September  Interim dividends for 2001 paid on Reed International P.L.C. and Eisevier NV ADSs

6 December

Trading Update issued in relation to the 2001 financial year




Reed Elsevier ple
25 ¥ictoria Street, London SWiH 0EX, UK
Tel: +44 {0} 20 7222 8420
Fax: +44 (0)20 7227 5793

Van de Sande Bakhuyzenstraat 4
1061 AG Amsterdam, The Netherfands
Teb +3 (0120 515 9341

Fax: +31 ()20 618 0325

125 Park Aveaue, 23rd Flaar
New York, NY 10017, USA
Tel: +1 212 309 5498

Fax: +1 212 309 5480

Elsevier Reed Finance BY

van de Sande Bakhuyzenstraat 4
1061 AG Amsterdam, The Netherlands
Ted: +31 (0) 20 515 9301

Fax: +31{0}20 618 0325

Elsevier Science

. §ara Burgerhartstraat 25
1055 KV Amsterdam, The Netherlands
www elseviar.n|

Elsevier Science, UK

The Boulevard, Langford Lang
Kidlington, Oxford OX5 1G8B, UK
www.elsevier.co.uk

Eisevier Science, US

655 Avenue of the Americas
Mew York HY10010, USA
www.elsevier.com

Excerpta Medica Asia
19th Floor

Eight Gommercial Tower
8 Sun Yip Street

Chai Wan, Hong Kong

MBL Information Systems
14600 Catalina Street

San Leandrg

California 94577 USA
www.mdl.com

For further information or contact details, please consult our website:

www.reedelsevier.com

LEXIS-NEXIS
9393 Springboro Pike
Miamishurg, Ohio 45342, USA

- www,lexis-nexis.com -

LEXIS-NEXIS, New York
125 Park Avenue, 22nd Floor
New York MY 10017, USA
www.fexis-nexis.com

LEXIS-NEXIS International
Halsbury House, 35 Chancery Lane
London WC2A 1EL, UK
www.butterworths.co.uk

Editions du Juris-Classeur
141 rue de Javel, 75747 Paris
Cedex 15, France :
www.ed-juris-classeur.fr

Reed Educational &
Professional Publishing
Halley Court, Jordan Hill
Oxford QX2 8EJ, UK
WWW.TepP.Com

Cahners Business Information
245 West 17th Strest

New York NY10011, USA
www.cahners.com

Reed Business information
Quadrant House, The Quadrant
Sutton, Surrey SM2 SAS, UK
www.reedbusingss.com

Elsevier Business Information
Hanzestraat 1

7006 BH Dostinchem

The Netherlands

www.ebi.nl

Reed Exhibition Companies
Oriel House, 26 The Quadrant
Richmend, Surrey TW9 104, UK
wwhw.reedexpo.com

Reed Exhibition Companies
Merrit View

383 Main Avenue

Norwalk CT06851, USA
Www.reg(expo.com




