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Forward looking statements

The Reed Elsewier Annual Reports and Financial Statements 2010 contain forward-looking statements within the meaning of Section 27A
of the US Secumties Act of 1933, as amended, and Section 21E of the US Secunties Exchange Act of 1834, as amended These statements
are subject fo a number of nsks and uncertaintes that could cause actual resutts or outcomes to differ matenally from those cumrently

being anticpated  The terms “estimate”, “project”, “plan”, “intend”, “expect”, “should be”, “will be”, “believe” and similar expressions identify
forward-looking statements Factors which may cause future outcomes to differ from those foreseen in forward-looking staterments include,
but are not imrted 10 general economic and business conditions, competitive factors in the ndustnes in which Reed Elsevier operates,
demand for Reed Elsevier's products and services, exchange rate fluctuations, legislative, fiscal and regulatory developments, political nisks,
changes in law and legal Interpretations affectng Reed Elsevier's intellectual property nghts and mtemet commuricatons, the avalabity

of third party content and data, temonsm, acts of war and pandemics, the impact of technological change, and other nsks referenced

from tme to ime in the flings of Reed Elsevier PLC and Reed Elsevier NV with the US Secunities and Exchange Commission
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2010 highlights

Improved trading performance and good business progress

> Revenue growth of 2% underlying against 6% dechne in 2009
> Adjusted operating margin 0 2% pts lower at 25 7%
> Good progress on business unit specific priorities
-~ New content and information solutions launched
— Increased product development and sales & marketing
— Focus on cost efficiency and process innovation
~ Portfolio actions taken
> Strong cash generation

Prospects encouraging; recovery will be gradual

Reed Elsevier combined businesses

Parent companies
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Reed Elsevier combined businesses

£ €
Change at
2010 2008 2010 2008 constant Change
For the year ended 31 December £m £m Change €m €m Change currencies undertying
Reported figures
Revenue 6,055 6,071 0% 7,084 6,800 +4% -1% +2%
Operating profit 1,090 787 +39% 1,275 881 +45% +37%
Profit before tax 768 435 +77% 898 487 +84% +74%
Net profit 642 391 +64% 751 438 +71% +61%
Net borowings 3,455 3,931 4,043 4,402
£ €
Change at
2010 2009 2010 2009 constant Change
For the year ended 31 December £m £m Change €m €m Change cunencies undertying
Adjusted figures
Operating profit 1,555 1,570 -1% 1,819 1,758 +3% -2% -1%
Operating margin 25.7% 25 9% 25.7% 25 9%
Profit before tax 1,279 1,279 0% 1,496 1,432 +4% -1%
Net profit 983 982 0% 1,150 1,099 +5% -1%
Operating cash flow 1,519 1,558 -3% 1,777 1,745 +2% -3%
Operating cash flow conversion 28% 99% 98% 899%
Parent companies
Reed Elsevier PLC Reed Elssvier NV Change at
constant
2010 2009 Change 2010 2000 Change curmencies
Adusted earnings per share 434p 459p -5% €078 €079 -1% -6%
Reported earnings per share 27.3p 17 2p +58% €051 €032 +82%
Qrdinary dvidend per share 204p 204p 0% €0 412 €0 400 +3%

The Reed Elsevier combined businesses encompass the businesses of Reed Elsevier Group plc and Elsevier Reed Finance BY together with thew two parent comparves

Reed Elsevier PLC and Reed Elsevier NV (the “Reed Elsevier combned busnesses™ The results of Reed Elsevier PLG reflact ts shareholders® 52 9% econormic interest n the
Reead Elsever combined businesses The results of Reed Elsevier NV reflect its shareholders’ 50% econormic interest in the Reed Blsevier combined businesses The respectve
economic interests of the Reed Elsevier PLC and Reed Elsevier Nv shareholders take account of Reed Elsevier PLC s 5 8% ndirect interest in Reed Elsavier NV

Adjusted figures are addional performance measures used by management and are reconciled to the reported figures n note 10 to the combined financial statements and note 9
to the respective parent company financial statements

The percentage change at constant curencies refers to the movements at constant exchange rates using 2009 full year average and hedge rates Underlying change excludes the
results of acquisibons and disposals made both in the year and in the pnor year
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Chairman's statement

Anthony Habgood
Chaiman

Considerable progress has been made
during the year resulting in improvements
in trading performance with underlying
sales returming to positive organic growth.
Reported profits are strongly ahead

with the bulk of our major restructuring
programmes now behind us Management
has put in place business unit teams to
sharpen the focus on value creation and
operational execution | am confident that
the good progress which 1s being made
on individual business priorities will deliver
further improvements.

| am pleased to report that Reed Elsevier has made significant
progress in 2010 as our markets strengthened and we saw the
benefit of the actions which management has taken in the business
Undertying revenues were 2% tigher n constant currencies wath
the return to growth reflecting improved performance in our more
cychcal markets, together with a sustained commitment to new
product development and a focus on sales & marketing inmiatives
Our reported revenues were flat at £6,055m expressed in stering
and increased by 4% to €7,084m expressed in euros Ouring the
year, action was taken to divest fow return assets, such that total
revenues wera 1% lower In constant currencies

Firm achon on costs and further Innovations in cur operational
processes has meant that total costs at constant exchange rates
declined 1% and adjusted operating margins at 25 7% were |ust

0 2 percentage paints lower than in 2009, despite the increased
spending on new product development and sales & marketing
Adjusted operating profits were 1% lower at £1,555m/up 3%

at €1,819m Adusted profit before tax was flat at £1,279m/Aup 4%
at €1,496m Adusted eamings per share wers down 5% for Reed
Elsevier PLC at 43 4p and 1% lower for Reed Elsevier NV at €078,
taking into account 4% diution from the July 2009 equity placing

Reported operating profit was up 39% to £1,090m/45% to €1,275m
This reflects the absence of intangible asset and goodwillimpairment
In 2010 and much lower exceptional restructuring charges as we
get these programmes behind us Reported earnings per share for
Reed Blsevier PLC were up 58% at 27 3p and for Reed Elsevier NV
up 62% at €0 51
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Dividends

The Boards are recommending equalised final dividends of 15 Op

for Reed Elsevier PLC and €0 303 for Reed Elsevier NV, flat and up
3% respectively against the prior year Ths brmgs the total for the
year t0 20 4p for Reed Blsevier PLC and €0 412 for Reed Blsevier NV,
respectvely unchanged and an ncrease of 3% The diffenng growth
rates reflect movernents in the sterling-euro exchange rate between
dmvdend announcement dates

Balance Sheet

Dunng the year our net debt, which is pnncipally denominated

In US dollars, reduced from $6 3 billion to $5 4 billion reflecting
the excellent cash generation In the year and capital discipline
Cur financial posttion 1s strong and cur balance sheet 1s wel placed
to support our busingss strategies

Management and Boards

Qver the past twelve months, our Chief Executive Officer,

Enk Engstrom, has been reshaping the management orgarusation
LexisNexis, wath effect from January 2011, has been divided

nto the Risk Solutions and Legal & Professional businesses,

with distinct management teams reporting directly to him

Reed Business Information has undergone a major restructunng
of ts portfolio and operations dunng the year and 1s now orgarised
by key asset groups, each with its own specific strategic prionties
and managerment team These changes will further mprove the
focus of each business n therr respective markets and accelerate
our progress

In December 2010, Andrew Prozes retired from our Boards and

as Chief Executive Officer of LexisNexis after 10 years of service
Dunng that ime, Andy bult a leading Risk Solutions business,

led the transition of the legal businesses from publishers of content
to providers of online sclutions, and developed a leadership position
in onkne legal solutons outside the US | would like to thank Andy for
his contrnibution to the development of LexisNexis and Reed Elsevier
over many years

In April 2010, Dien de Boer-Kruyt retired from the Reed Elsevier NV
Supervisory Board At the Annual General Meetings in Apnl 2011,
Lord Sharman will alsc be stepping down as a non-executive director
of our Boards Both completed more than nine years of valuable
Board service Colin Sharman also served for all this penod as an
mpartant member of the Audit Committees, eight years as their
charrman, and was a key member of the Nominations Committee

| would like to thank both Dien and Colin for therr substantial
contributions to the Boards through a penod of signficant change
for Reed Blsevier

Manke van Lier Lsls joined the Reed Elsevier NV Supervisory Board
in January 2010 in anticipation of Dien's retrement and | am pleased
to say that Mr Adnan Hennah will join cur Boards as a non-executive
director, to succeed Lord Sharman, subject to shareholder approval
at the respective Annual General Meetings in April Adnan is a
serving Chief Financial Officer of a FTSE 100 company wath over

25 years' expenence in finance and operations in the medical
devices, technology and pharmaceuticals industnes and he will bring
highty relevant expenence to our board discussions On appointment,
he will become a member of our Audit Committees and of the
Corporate Governance Committee

Going forward

Qur markets have stabiised or arg showing improvernent Each
of our businesses 1s focused on value creation and operational
execution | am confident that the goed progress which is being
made on ndnidual business prionties will deliver further
improvements

Anthony Habgood
Charrman
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Chief Executive Officer's report

Enk Engstrom
Chuef Executive Officer

The year has seen improved trading
performance, with 2% organic revenue
growth against a 6% decline last year
Increased spend on product development
and sales & marketing was largely offset
by cost efficiency gains

Dunng 2010, we also made good progress against the key prorites
we outlined for each of the businesses at the start of the year

In Elsever, subscnption renewals for 2010 were completed in ine
with our expectations and the renewals process for 2011 15 well
progressed We continued to develop new content and innovative
tools, mcluding the launch of SeiVerse, an integrated platform

tor researchers LextsNexis Risk Solutions captured the benefit

of ncreased market actvity and growing demand for data and
analytics LexisNexis Legal & Professional added new features and
content sets, ncluding the inmal launch of Lexis Advance for Solos,
the first of a seres of tools for spacific legal segments Effective from
January 2011, we reorganised LexisNexis Risk Sofutions and Legal &
Professional to operate as separate businesses, reporting directly to
me, to sharpen the management focus on ther respective markets
Reed Exhibitions significantly stepped up its launch programme
with 35 new shows, particularly targetng high growth sectors

and emerging markets and coninued to invest in technology

and innovaticon Within Reed Business Information, we reshaped
the portfolio, significantly reduced costs, and Invested behind the
successful data services business, Including i earty January this
year the acquisiion of a majonty share in the leading petrochemical
and energy information service CB! China

Financial results

Total revenues were flat at £6,055m/up 4% to €7,084m and down
1% at constant currencies, as the portfolio was reshaped through
disposal and closure, most notably in Reed Business Information
Importantly on an undertying basis, excluding acquisiions and
dvestrments, revenues returned to growth, up 2%, reflecting both
the progress against our business prionties made dunng the year
and our more cyclical markets stabilsing

Adjusted operating profit was lower by 1% at £1,555m/up 3% at
€1,819m and down 2% at constant currencies, on an underying
basis adjusted operating profit was down 1% Increased spend

on product development and sales & marketing, particularty in the
legal & professional business, was funded largely by cost actons
across the businesses with continuing focus on process INnovation
Adjusted pre-tax profits were flat at £1,279m/up 4% at €1,496m,
and 1% lower at constant currencies

Adjusted operating cash flow continued to be strong at
£1,519m/€1,777m with an excellent 98% conversion of adjusted
operating profits into cash The post tax retum on capital employed
improved to 10 6%, 0 2 percentage ponts higher reflecting the
strong cash generation and increased capital efficiency

Adjusted eamings per share were down 5% to 43 4p for Reed
Elsevier PLC, 1% lower at €0 78 for Reed Elsevier NV, and 6% lower
at constant currencies  This included a 4% dilutive effect from the
July 2008 equity ptacing

We use adjusted figures as key performance measures, and these
are stated pnncipally before amoertisahion on acguired intangible
assets, exceptional restructunng charges and acquisttion related
costs, and disposal gains and losses Including these tems,
reported operating profit and pre-tax profit were 38% and 77%
higher In sterling and 45% and 84% higher in euros, reflecting
no intangible asset and goodwill mpairment and much lower
exceptional charges as our major restructunng programmes
completed, with charges in 2010 relating to Reed Business
Information only Reported earnings per share were 58% higher
at 27 3p for Reed Elsevier PLC and 62% higher at €0 51 for
Reed Elsevier NV

The Elsevier science and medical business (46% of adjusted
operating profit) saw modest growth reflecting a constraned
customer budget environment Elsevier has continued to develop
innovative new content and tools, with the inibal launch n 2010

of SciVerse, an integrated platform for accessing ScrenceDirect,
Scopus and scientific web content Also launched in beta version is
the SciVerse Application Marketplace which facitates collaboration
across the scientific community in the development of customised
search and discovery applications Further instiutional planning
and performmance tools are also being developed to help acadermic
and government insttutions evaluate therr research performance
and determine research strategies In Health Sciences, the focus

of development 1s In clinical deciston support point-of-cara solutions,
chnical practice guidelnes and predictive analyvtics 1o address

the demand to make healthcare more efficient and to improve
medical outcomes

LexisNexis (38% of adjusted operating profit) returned to overall
revenue growth, with strong growth in the nsk business Subscnpbon
revenues in the legal business continued to reflect the lower levels

of law firm actvity and employment Adjusted operating margin was
lower due to the weaker revenues and ncreased spending in the
legal business on new product development, related infrastructure
and sales & marketing

In the nsk solutiens business, strong growth in the iInsurance
business 1s supported by high transactonal actvity in the US auto
and property markets A continuous pipeline of new data and
analytics products also drives growth, rangng from helping msurers
better assess underwnting nsk to reducing cost and improving the
effectiveness of the nsurers’ workflow, from inital potential custorner
contact to policy renewal Recentty ntroduced products include
Data Pre-Filf, which provides accurate information directy into the
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insurance workflow on customers, potential customers and therr
auto ownership, and Insurance Exchange, which s directed at
improving the efficiency and transparency of communications
between insurance agents, brokers and carners through the sharing
of customer applicaticn data

In the legal & professional business, continued good progress

15 being made in the development of the next generatbon of legal
products and advanced operational Infrastructurs, which will be
progressively introduced over the next few years 2010 saw the inttial
market introduction, on version 1 0 of the new LexisNexis research
platform, of Lexts Advance for Solos, a legal research tool specifically
for US solo attorneys This is the first of a senes of tocis for specific
segments of the legal market Features and content are also being
progressively added to existing services such as Lexes for Microsoft
Office, which enables lawyers 10 conduct ther Lexs searches within
Microsoft applications, and LexisNexis Verdict & Settlement Analyzer,
which provides data and analytics on previous settliements in the
UK, LexisNexis continued to burld out its prachcal guidance serace
LexisPSL, with the introduction of further practice areas, including
company commercial The increased spend on supporting these
important developments has in part been mitigated by continuing
cost efficiencies, including further outsourcing of production and
engineenng activities, supply chain management and operational
streamiining

Reed Extubtions {10% of adjusted operating profit) saw good
revenue growth with the net cycling in of biennial exhibitions and

a significantly moderated decline In annual show revenues The 2010
shows have seen overall success, with growing attendances at the
majortty of annual events and exhibitor numbers up 4% 1n the top 50
annual shows Whils recovery in the larger markets has taken longer
to matenakse, by contrast, the shows in China, Russta, the Middls
East and Brazil grew strongly Reed Exhibitions significantly stepped
up tits launch programme in 2010 with 35 new events of which

14 were in Asia, including the successful Cloud Computing show n
Japan, and the PAX East games event in Boston Reed Exhibitons

now operates nearly 100 shows in emerging markets with approxamately

Reed Elsevier has seen a significant migration from pnnt
products to electronic content and tools over the last
ten years, so that prnt revenues now account for only
25% of revenues

40 shows In each of Brazil and China Reed Exhibions also
continued to develop websttes, analytcs and other Innovative
online tools to INncrease the effectiveness and efficiency of events
for both exhibitors and attendees

Reed Business Information (6% of adjusted operating profit) saw
good growth in data services and online marketing solutions and
significantty moderated declines n advertising markets The portfolio
was significantly reshaped and refocused The sale and closure

of the US controlled circulation magazines and certain other titles
were completed, together with the sale of clusters of titles in Europe
and Asta The business was redefined by asset group and clear,
distingt value creation plans were developed for each group

We invested In data services and in January 2011, we increased our
investment to a majonty positton in the leading petrochermical and
energy information service in CBf China There was also a sigrificant
restructuring of the business with the consohdation of operations,
procurement savings and tight cost control

The business and financial reviews set out In pages 8 to 37 describe
in more detail our markets, businesses and the performance and
outlook by business

Outlook

Going forward we will continug to focus on creating value for our
customers, In each business unit and across Reed Elsevier As we
go into 2011, most of our markets are stable or improving and we
are bulding on the actions taken in 2010 to strengthen the business
further Overall, we expect a gradual recovery and a continued
improvernent in performance

We are focused on creating vaiue for our professional customers
through helping themn to deliver better outcomes mare efficiently
The business units have well defined priorities designed to capture
growth and deliver good returns targeting high growth markets
supported by a commitment to new product development and
increased sales & marketing Across Reed Elsevier, we enhance
these iniiatives through the building and leveraging of instrtuitonat
skills, ncluding professional customer analysis and product
development, knowledge, methods and people as well as shanng
resolurces in software, technology and infrastructure

We have a strong management team in place, with a sharpened
focus on value creation and operational execution Our employess
are knowledgeable and passionate about the customers they serve
and are cntical to achieving our goals over the coming years | would
Iike to thank thern for ther continuing enthusiasm and commitment
to our customers and to creating value for Reed Elsevier

Enk Engstrom
Chuef Executive Officer

Completion of Reed Elsevier Code of Ethics
and Business Conduct training

We priontise employee ethics training o
as part of gur ongomng cornmitment
ta implementing the highest standards o

of corporate and ndwcdual behawviour
across Reed Elsavier
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Reed Elsevier

Elsevier i1s the world's leading provider of scientrfic and medical information and serves scientists,
health professionals and students worldwide

its objective is to help its customers advance science and improve healthcare by providing

world class information and innovative solutions that enable customers to make cntical decisions,
enhance productivity and improve outcomes Elsevier publishes over 1,800 scientific and medical
Journals, through ScienceDirect, the world’s largest database of saentific and medical research,
used by over 11 million researchers each year In 2010, Elsevier published over 2,400 new book
titles and clinical reference works both in print and online, as well as offering an extensive
portfolio of online information databases and analytics

LexisNexis' content and tools enable legal, nsk and other professional customers to make more
effective and efficient decisions

LexisNexis Risk Solutions provides data and analytics that enable its customers to evaluate
and manage risks associated wrth transactions and improve performance

LexisNexis Legal & Professional provides legal, tax, regulatory and news & business information
and analysis to legal, corporate, government, accounting and acadermic markets

Reed Exhibitions is the world's leading events business, with over 450 events in 35 countries
Reed Exhibitions organises market-leading events that are relevant to industry needs,

where participants from around the world come together to do busiriess, network and learn
Through its portfolio of exhibitions and conferences it serves 44 industry sectors across the
Americas, Europe, the Middle East and Asia Pacific

Reed Business Information is a provider of business information, data and marketing solutions
in multiple formats It produces industry critical data services and lead generation tools,

and aver 100 online community and job sites It publishes over 100 business magazines

with market leading positions in many sectors
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Change at
2010 2009 constant Change
£m £m Change cumencIes undering
Revenue
Elsevier 2,026 1,985 +2% +2% +2%
LexisNexis 2,618 2,557 +2% +1% +1%
Reed Extubrtions €93 638 +9% +3% +8%
Reed Business Information 718 8931 -19% -20% -2%
6,055 6,071 0% -1% +2%
Adjusted operating profit
Elsevier 724 693 +4% +4% +4%
LexisNexis 592 665 -11% -12% -12%
Reed Exhibitions 158 152 +4% +4% +4%
Reed Business Information 89 89 0% 0% +4%
Unallocated tems 8) (29)
1,555 1,570 -1% -2% -1%

Adjusted operating profit 1s presented as an addhional performance measure used by management and is stated before amoriisation and imparment of acquired
intangible assets and gocawill exceptiona restructunng and acquistion related costs and 1S grossed up to exclude the equity share of taxes i joint ventures
Reconciiations between the reported and adjusted figures are provided n note 10 to the combined financial statements. The percentage change at constant

cumencies refers to the movements at constant exchange rates using 2009 full year average and hedge rates Underying change aexcludss the results of
acquisitions and dispesals made both in the year and the pnor year

In 2010, Reed Elsevier announced that LexisNexis would be reorganised into two separate nsk solutions and legal & professional businesses, with the
separation effective from 1 January 2011 The charts below reflect the Reed Elsevier business split of revenue and adjusted operating profit including
this separation The adjusted operating profit spltt 1s a pro forma dmsion of the 2010 LexisNexs adjusted operating profit for the two businesses

Revenue Adjusted operating profit
£6,055m £1,555m
Hsever 34% Elsevier 46%
LexasMNexrs Risk Solutons 15% LaxasNaxs Risk Solutions 23%
LexasNexas Legal & Professional 28% LaxasNexss Legal & Professional 15%
Reed Exhiitons 11% Reod Exhibrions 10%
Reed Busness Information 12% Reec Busmess Information 6%
Revenue by format Revenue by geographic market
£6,055m £6.055m
Beactronc 61% North Amenca 55%
Face to face 14% UK 8%
Prot 25% Nathertands 3%
Rest of Ewrope 19%
Rest of World 15%
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ADVANCING

SCIENCE
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ELSEVIER IS THE WORLD'S LEADING
SCIENTIFIC INFORMATION PROVIDER,
SERVING OVER 11 MILLION
RESEARCHERS

Elsevier delivers a wide array of information and workflow tools
that help researchers generate valuable insights in the advancement
of scientific discovery and improve the productivity of research

Annual Reponts and Financial Statements 2010 Reed Elsevier 11




" IMPROVING

MEDICAL
OUTCOMES




ELSEVIER IS A WORLD LEADING
MEDICAL INFORMATION PROVIDER,
USED BY HEALTH PROFESSIONALS
WORLDWIDE

Through its medical journals, books, major reference works, databases
and online information tools, Elsevier provides critical information and
analysis on which its customers rely to base their decisions, to iImprove
medical outcomes and enhance the efficiency of healthcare

Annual Reports and Financial Statements 2010 Reed Elsewior 13




Elsevier's scientific and medical information and tools help
its customers improve outcomes in science and health

Elsevier 1s the world’s leading provider of scientific

and medical information and serves scientists, health
professionals and students worldwide Its objective

is to help its customers advance science and improve
healthcare by providing world class information and
innovative solutions that enable customers to make critical
decisions, enhance productivity and improve outcomes.

Total revenues for the year ended 31 December 2010 wera £2,026m
Elsevier 15 a global business with prncipal cperations n Amsterdam,
Beying, Boston, Chennal, Delhy, London, Madnd, Milan, Munich,
New Yark, Oxford, Paris, Philadelphua, Rio de Janero, St Lours,
San Diego, Singapore and Tokyo Elsevier has 6,700 employees

Elsevier 1s organised around two market-facing businesses
Scence & Technology, which serves the scientific and technology
communities, and Health Sciences, which serves the health
community Both of these businesses are supported by a global
shared services organisation which prowvides integrated editonal
systems and production services, product platforms, distnbution,
and other support functions

Science & Technology 15 the world’s leading scientific information
provider It delivers a wide array of nforrnation and workflow tools
that help researchers generate valuable insights in the advancement
of scientific discovery and improve the productivity of research

its customers are scientists, academic institutions, research leaders
and administrators, corporations and governments which rely on
Elsevier to prowide high quality content, review, publish, disseminate
and preserve research findings, and create innovative tools to help
focus research strategies and improve therr effectveness

Elsevier publishes over 200,000 new science & technology research
aricles each year through some 1,150 journals, many of which

are the foremost publications in therr fisld and a primary point of
reference for new research The vast majorty of customers receive
these joumnals through ScrenceDirect, the world's largest database
of scientific and medical research, providing access to over

10 rmilkien scientific and medical journal articles, used by over

11 milhon researchers each year

Journal Criation Reports® categones where
Elsevier journals ranked #1 by Impact Factor*

Elsevier continues to improvejouma 2009 57
qualty and relevance to the
communities they serve through

Its world class editonal process 2008 51
and by attracting the highest
Quality resaarch c o R

*Impact Facior s tha averege Glabon rato of a oumal’s arbdes over a dofined penod  Tho Jounal
Ciation Reports redata 1o the 2009 and 2008 edibon but wens publshed i 2010 and 2008 respectvely

Elsevier also publishes aver 700 new science & technology book
tites annually, supporting bitbliographic data, indexes and abstracts,
and review and reference works 14,000 online books are avalable
on ScrenceDirect, with over 600 online books added each year

Other major products include Scopus and Reaxys Scopus is the
largesst abstract and citation database of research Iterature in the
world, with abstracts and bibhographic information on more than
40 mithon scientific research articles from 18,000 peer reviewed
journals and over 5,000 publishers Scopus also has data on more
than 23 millon patents Reaxys Is aleading solution for synthetic
chemists that integrates chemical reaction and compound data
searching with synthesis planning

A major challenge facing researchers and insttuttons s the ever
growing amount of research and related information but the imited
time to identify and analyse what 1s most relevant To address this
challenge, Elsevier has been developing a sute of new products
that significantly mprove the speed at which researchers are able
to find the most relevant information and analyse this nformation
using the mast iNnovative applications In 2010, SciVerse Hub beta
was launched providing a single search interface for accessing
ScrenceDwrect, Scopus and scientific web content In November
2010, Sciverse Apphication Marketplace & Developer Network was
launched in beta enabling researchers and third party developers
to build customised applications on top of Elsevier’s nformation and
combine this with other data and analytics held by the customer

Elsewier 1s continuing to develop the SciVal suite of products

that help academic and government institutions evaluate thewr
research performance, determine research strategies and ncrease
nstitutional efficiencies Leveraging bibliometne data, such as
ctatons from Scopus, SciVial Spotight helps institutons and
governments to identriy ther distinctive research strengths,
evaluate performance and ncrease the focus of therr R&AD
nvestments SciVal Funding assists researchers and insttutions

n identfying grants that are most relevant n their research areas
In support of this strategy, Collexis was acquired in 2010, a leading
developer of semantic technology, which increases the efficiency
and effectveness of the evaluation of grant apphcations by

funding agencies

Growth In Scopus searches

Increased customer base
growth in availlable content and
tugher customer usage drnives
growth in Scopus searches

+30%
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Heatth Sciences 1S a world leading medical nformatton provider
Through its medical journals, books, major reference works,
databases and online information tools, Elsevier provides critical
information and analysts on which its customers rely 1o base ther
decisions, to improve medical outcomes and enhance the efficiency
of heatthcare Health Sciences serves medical researchers, doctors,
nurses, alled health professionals and students, as well as hosprtals,
research mstitutions, health insurers, managed healthcare
organisations and pharmaceutical companies

Elsevier publishes over 700 health sciences joumals, including

on behalf of learned societes, and, in 2010, over 1,700 new health
sciences book titles and clirical reference works were published
both in prnt and through ScienceDirect and other electronic
platforms such as MD Consult MD Consult 1s a leading online
chrucal nformation service with maore than 2,200 institutional
customers Flagship titles include market leading medical journals
such as The Lancet, and major medical reference works such as
Gray's Anatormy, Nelson's Pediatncs and Netter's Atlas of Human
Anatormy In addition to its local language publishing in many
countries across the world, Health Sciences leverages its content
and solutions into new markets through local language versioring

Elsewier 15 a leader in medical education and traning resources,
particularty to the nursing and allied health professions From core
textbooks to virtual clinical patient care, Health Sciences supports
students, teaching facutties and healthcare orgarusations in
education and practice A strong focus is on the further development
of mnovative electronic services the Evolve portal prowvides a nch
resource to support faculty and students and now has 2 4 milion
registered users, Evolve Reach {Health Education Systems Inc)
provides online review and testing tools for students of nursing
and the allied health professionals, Evolve Teach provides onfine
resources and solutions to support faculty

A growing area of focus 1s clinical decision support, providing oniing
information and analytics to deliver patient-specific solutrons at the
point of care to improve patient outcomes Gold Standard provides
critical nformation on drug nteractions to assist effective reatment,
CPM Resource Center provides a data drniven framework to support
nurses In undertaking procedures, Nursing Consult provides nursing
care gudehnes in trauma and disease management, MEDar uses
patient data and analytics to help identrfy areas for improvement

In chinical practice within hospitals and lower costs for the payers

of heahhcare through preventative interventions

Elsevier aiso provides marketing services to the pharmaceutical
industry through advertising and sponsored communications to
the specialist community it serves In 2010, the standalone medical
agency communications business Excerpta Medica was dvested
as part of a restructuning of this business focusing more on the
services which leverage Health Sciences’ core information and
distnbution platforms

Evolve unique site visits

Market Opportunihes

The science and medical iInformation markets have good long term
demand growth characteristics The importance of research and
development to economic performance and competitive positioning
15 well understood by governments, academic institutions and
corporaticns Thes 1s reflected in the long term growth in R&D spend
and in the number of researchers worldwide, leading to greater
research output and publishing Addtionally there 1s growing
demand for tocls that allow research to better target and improve
the spend and efficiency of the research process

In health, market growth 1S also supported by demographic

trends, with ageing populations that require more healthcare, nsing
prospertty In developing economias with increasing expectatons of
better healthcare proviston, and the increasing focus on improving
medical outcomes and efficiency

Given that a majonty of global R&D and heatthcare 1s funded directly
or indirectly by governments, spending ts influenced by governmental
budgetary considerattons The commtment to R&D and health
provision does however generally remain high, even in more difficult
budgetary environments

Strategic Prionties

Elsevier's strategic goal 1s to make valued contnbutions to the
communities it serves In advancing science, Improving mechcal
outcomes and enhancing productivity To achieve this, Elsevier 1s
focused on bullding world-class content, deepening its customer
engagemenit to identrfy how better 1o help them achieve therr desired
outcomes more efficiently and effectively, deilvening tools which Iink,
analyse and llluminate content and data to help customers make
crmical decisions and improve ther productivity, increasing its
investment in high-growth markets and disciplines, and continuously
improwving organisational efficiency

In Science & Technology, prionties are to continually enhance the
quality and relevance of research and reference content and expand
data sets, while adding greater functionalty and utiity to the newly
launced SciVerse, ScienceDirect, Scopus and new tools to assist
researcher productivity The Scival suite of performance and
planning tools will continue to be expanded to help academic and
government institutions target therr research spend and improve
research efficency and economic cutcomes

In Health Sciences, prionties are similar, particularly with regard to
medical research, focusing on the quality and relevance of content
and the functionality of electronic platiorms and services Additionally,
Health Sciences continues to build cut clintcal decision support
services to meet customer demand for tools that deliver better
rmedical outcomes and lowers costs for payers, physicians and
hosprtats Elsewvier 1s also focused on increasing growth in emerging
markets through expansion of focal publishing and versioning of
content and electronic services

Growth in international MD Consult sessions

Evolve site visits grow as more
users register and nursing faculties
and students ncreasingly use
electronic resources

+36%

Increasing expansion in intermational
markets {outsice the US) as customers
look to use the online clinical
information service to access content

18%
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Business Model, Distribution Channels and Competition
Science and medical research 1s prncipally disseminated on a paid
subscription basis to the research facilites of academic nstitutions,
government and corporations, and, (n the case of medical and
healthcare journals, also to individual practtioners and medical
soctety members Advertising and promotional revenues are
denved from pharmaceutical and other companies

Electronic products, such as ScrenceDirect, Scopus and MDConsuft,
are generally sold direct to customers through a dedicated sales
force that has offices around the world Subscnption agents facilitate
the sales and administrative process for print journais Books are
sold through traditional and online book stores, wholesalers and,
particularty in medical and healthcare markets, directly to end users

Competition within science and medical publishing 15 generally on a
fitle by thle and product by product basis Competing journals, books
and databases are typically published by leamed societies and other
professional publishers Workflow tools face smilar competition as
well as from software compantes and internal solutions developed
by customers

2010 financial performance

Eisevier saw modest growth reflecting a constrained
customer budget environment.

Revenues and ad|usted operating prefits Increased by 2% and
4% respectively at constant currencies, with the improvement
in adjusted operating margin reflecting increased cost efficiency

Scence & Technology saw 3% revenue growth at constant
currencies ScienceDirect and other journal subscnphion revenues
developed much as expected In a difficult academic bucdget
environment Content quantrty, quality and usage continued to grow,
reflecting the growth in research actwvity worldwide The Scopus
abstract and indexing database performed particularly well with a
significant increase N subscriptions New content sets and product
features were added and Scopus saw much higher usage with a
30% increase in customer searches Other specialist databases also
grew well as the development of new features and content continued
In reference and education, m a smaller fronthist publishing year,
electronc sales grew well and print revenue decline stabilised

In Health Sciences, revenues were flat at constant currencies,

or up 1% underlying before taking account of small acquistions and
disposals Modest growth was seen in medical research joumal
subscriptions revenues, reflecting the same acadermic budget
pressures seen in Science & Technology Subscnptions to integrated
onling solutions and other glectronic product sales grew wellin
nursing and health professional education, clinical reference and

in the majonty of chnical decision support Growth was tempered,
however, by constrained budgsts, pending US heatthcare reform
and moderating enralment, as career schools adjust to expected
legislation affecting student funding Pharma promection and other
advertising revenues were lower, with continuing weakness in
Europe Emerging markets grew well due to the continued expansion
of local publishing to mest the increasing demand for medical
education and clnical reference products

Underlying cost growth was 1%, with ncreased spend on new
product development, sales and marketing offset by addibonal cost
savings in offshore production, procurement and the streamlining
of operations and suppoart services The reported operating margin,
after amortisation of acquired intangible assets, was 31 8%,

up 3 5 percentage paints reflecting n particular that there were

no exceptional restructuring costs in 2010

Going nto 2011, the budget environment rermams constraned in
many markets but with large vanations by geography and customer
The customer by customer renewal process for 2011 15 well
progressed Good demand growth for electronic tools 1s continuing
Ancther year of modest revenue growth for Elsevier 1s expected
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Change at
2010 2009 constant Change
£m £m Change curencies underiying
Revenue
Science & Technology 1,015 985 +3% +3% +3%
Health Sciences 1,011 1,000 +1% 0% +1%
2,026 1,985 +2% +2% +2%
Adjusted operating profit 724 693 +4% +4% +4%
Revenue Adjusted operating profit Revenue Adjusted operating profit
% of Reed Elsevier % of Reed Elsevier £m £m
Elsavier 34% Elsevier 46%

The SciVerse platforrn carmbines content
from Elsewvier products with a new discovery
hub and community deveioped applications

Leading web-based chermical reaction
workflow solutions for industnal chemists

Oniine clirical information service, ncluding
reference works, journals and drug information

Science Direct 1s the world's largest database
of scientific and medical research articles

Access to history of dnug development
through unique: onfine platform

Online ewidence-based content to inform
nurstng chinical decisions at the point of care

Scopus 1s the world's largest scentrfic
abstract and citation database

Premier Iife sciences journal with the highest
impact factor in cell biclogy

Integrated, online resources that complement
Hsaver's nursing textbook content

Scival provides funding inteligence and research
performance tools for academic institutions

One of the world's leading medical journals
since 1823

Clinical decision support toal to identify areas
for improvemsnt In medical practice
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EVALUATING

RISK
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LEXISNEXIS RISK SOLUTIONS
PROVIDES DATA AND ANALYTICS
TO EVALUATE AND MANAGE RISKS
ASSOCIATED WITH TRANSACTIONS
AND IMPROVE PERFORMANCE

The dentity verification and nsk evaluation data and analytics provided
by LexisNexis Risk Solutions utilise a comprehensive database of public
records and propnetary information, which 1s the largest database of its
kind n the US market today
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ENABLING
BETTER LEGAL

DECISI




LEXISNEXIS LEGAL & PROFESSIONAL
IS A WORLD LEADING PROVIDER
OF CONTENT AND INFORMATION
SOLUTIONS

Serving customers in more than 100 countries, LextsNexis provides
resources and services that inform decisions and increase productivity
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LexisNexis' content and tools enable legal, risk and other professional
customers to make more effective and efficient decisions

In 2010, LexisNexis compnsed the two market facing businesses
Risk Solutions and Legal & Professional supported by shared service
functions These businesses are described on the following pages

Total LexisNexis revenues for the year ended 31 December 2010 were
£2,618m During 2010, LexisNexis was headquartered in New York
and at 31 December 2010 had 14,700 employees wortdwide

Change at
2010 2009 constant Change
\Em £m Change currencies undeariying
Revenue 2,618 2,557 +2% +1% +1%
Adjusted operating profit 592 665 -11% -12% -12%
Revenue Adjusted operating profit
£m £m

2010 financial performance

LexisNexis returned to overall revenue growth, with strong
growthn the risk business. Subscription revenues in the
legal business continued to reflect the lower levels of law
firm activity and employment. Adjusted operating margin
was lower due to the weaker revenues and increased
spending in the legal business on new product development,
related infrastructure and sales & marketing.

LexisNexis revenues increased by 1% and adjusted operating profits
declined 12% at constant currencies, both before and after small
acquisitions and disposals

The adiusted operating margin declined 3 4 percentage points due to
the revenue decline In the legal businesses combined with sigruficant
increases N spend on new legal product development, related
infrastructure, sales & marketing, and restructunng costs This

was in part mitigated by continuing cost actions, ncluding further
outsourcing of producton and engineenng activities, supply chain
management and operational streamiining in the legal businesses
and the further integration within nsk solutions Underlying cost growth
was 8% The reported operating margn, after amortisation of acquired
intangible assets and acquistion integration costs, was 12 4%, down
0 8 percentage points from the pnor year which included exceptional
restructunng costs There were no excephonal restructuning costs in
2010 other than in respect of acquistion integration
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Effective from January 2011, the LexisNexis business has been
spht Into two separate businesses — Risk Solutions and Legal &
Professional - to sharpen the management focus on therr respectve

markets The division of 2010 adjusted operating profit between the
two businesses 1s provided in the chart below on a pro forma basis
for nformation only

Adjusted operating

Revenue profit* %
2010 £m £m Margin
Risk Solutions 927 354 382%
Legal & Professional 1,691 238 14 1%
Total 2,618 592 22 6%

* 2010 pro forma spht of adjusted operating profit

The adjusted operating margin of LexisNexis in 2010 was 22 6%,
with Rigk Solutions at 38 2% and Legal & Professional at 14 1%
{on aproforma basis) The overall LexisNexis margin has declined
over the last two years from 26 4% in 2008

In LexisNexis Risk Solutions, the ChoicePoint business represents
the maorty of the revenue When it was acquired in 2008 ¢ had

a pro forma adjusted operating margin of 24% and the existing
LexisNexis nsk business had an eshmated operating margmn in the
mid to high 30s% Since then, the combined Risk Solutions margins
have benefited from cost efficiencies denved from the leveraging of
resources across Risk Solutions, LexisNexis and Reed Elsevier in
proguct technology, operations and other shared services to reach
the 2010 pro forma 38% Management focus on cost efficiencies
will continue

In LexisNexis Legal & Professional, the 2008 pro forma adusted
operating margin 1§ estmated to have been in the low 205% The
declhine in adjusted operating rmargin to the 2010 level of 14 1%

{pro forma) has been driven by two main factors first, a decline in
revenues of approximately 3 5% per annum (5% declng m 2008 and
2% dechne in 2010), and secondly, growth in cosis in the business
of approximately 2% per annum as resiructunng savings and other
cost efficiencies have been offset by ncreased spend on product
development and sales & marketing Going forward, the adusted
operating margin 1s expected to remain broadly flatin 2011 In the
medium term, margin 1s expected to recover gradually

LexisNexis Risk Solutions

LexisNexis Risk Solutions provides data and analytics that enable its
customers to evaluate and manage risks associated with transactions

and improve performance

Risk Solutions is a leading prowider of workflow solutions
that combine propnietary, public and third-party information,
analytics and advanced technology These solutions assist
customers in evaluating, predicting and managing nsk

and improving operational effectiveness, predominantly

1n the US

Tetal revenues for the year ended 31 December 2010 were £927m
LexisNexis Risk Solutions ts headquartered in Alpharetta, Georgia
and has principal operations in Georgia, Forida, Connecticut and

OChio, and has 4,400 employees

LexasNexis Risk Soluttons is organised around market facing
ndustry/sector groups insurance, government, screening, and
business servicas (including the recevables management, financial
services and corporate groups), of which insurance 1s the most
significant These groups are supported by a shared nfrastructure
providing techinology operations, data management, and other

support funchons including compliance and markebng A number
of transactional support actvites, Including some financial processes,
are provided from a shared services organisation managed by the
LexisNexis Legal & Professional business The Legal & Professional
business also distnbutes Risk Solutions products into legal markets
m the US and internationally

Insurance solutions provides the most comprehensive combination
of data, analytics and software to property and casualty (P&C)
personal and commercial insurance carners n the US to mprove
critical aspects of their business, from custorner acquistion and
underwrting to policy servicing, clams handling and performance
management Iniormation solutions, ncluding the US's most
comprehensive personal loss history database CLUE, help
insurers assess nsks and provide important nputs 1o underwriting
policy Recently introduced products include Data Pre-FAl, which
provides accurate information directly into the insurance workflow
on customers, potentiad customers and their auto ownership, and
Current Carrier, which identifies current or previous insurance as wel
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LexisNexis Risk Solutions

as any lapses in coverage In 2010, the Insurance Exchange was
launched enabling the shanng of customer application data among
participating nsurance agents, brokers and camers The exchange
1s directed at improving the efficiency and transparency of the
independent agent-based distrbution system for insurance products

Government solutions provides investigative solutions to US
federal, state and local law enforcement and government agencies
to help solve cases and identify and locate indviduals  Addicnally,
Government solutions helps miigate nsks of fraud, waste and abuse
In government programmes

Screening solutions focuses on employment-related, resident and
volunteer screening, with the largest segment being pre-employment
screening services offered across a number of industries including
retal, recrutment, banking, and professional services Recewvables
Management solutions helps debt recovery professionals in

the segmentation, management and collection of consumer and
business debt Financial Services provides financial institutions
with nsk management, dentty verfication, fraud detection, credit nsk
management, and compliance solutions These include “know your
custermer” and anti-money laundering products The Corporate
group provides nsk and dentity management solutions for customers
in retail, telecommunications and utiites The Risk Solutions business
also provides identity venfication and nsk related information to the

legal ndustry

Dunng 2010, a particular focus has been on developing a pipeline of
new solutions for select adjacent markets, sectors and geographies

The identity verfication and rigk evaluatton solutions provided by

Risk Solutions utiise a comprehensive database of public records
and proprietary information, which is the largest database of ts kind
in the US market today LexisNexis Accunnt 1s the flagship identity
verffication product, powered by the powerful High Performance
Cluster Computing (HPCC) technology This technology enables Risk
Solutions to provide rts customers with highly relevant search results
swiftly and to create new, low-cost solutions quickly and efficiently

Market Opportunities

Risk Solutions operates in markets with strong long term undertying
growth drivers insurance underwniing transactons, Insurance,
healthcare and entitlernent fraud, credit defaults and financial fraud,
regulatory compliance and due dillgence requirements sumouncding
customer enrolment and employment, and security considerations

In the nsurance segment, growth 15 supported by increasing
transactional actvity in the aute and property insurance markets and
the increasing adoption by insurance camers of more sophisticated
data and analytics mn the prospecting, underwnting and clams
evaluation processes, to determine appropnate nsk pncing, increase
competitiveness and Improve operating cost efficiency Transactional
achwity 1s driven by the levels of nsurance quoting as consumers
seek better pohcy terms, stimulated by increasing competition

Growth in insurance underwrting transactions

between insurance companies and nsing levels of intemet quoting
and policy binding

In screening, demand s driven manly by employer hinng actmty
and, in receivables management, by levels of consumer debt
defaults and the prospects of recovenng those debts, both of these
markets are linked to employment lavels in the US A number of
factors suppori demand for nsk solutons in the financial services
market, Including new credit oniginations, fraud losses and regulatory
comphance requraments Growth in government markets 1s drven
by the increasing use of data and analytics to combat crinng!
actvity and fraud, and to address secunty issues The level and
timing of demand n this market 1s influenced by government
funding considerations

Strategic Prnontes

Risk Solutions’ strategic goal 1s to make businesses and government
more effective, through a better understanding of the nsks
assocated with mdmduals, other businesses and transactons and
by providing the tools to help manage those nsks To achieve this,
Fisk Solutions 18 focused on expandng the range of products
across the insurance carner workflow, leveraging our advanced
technology capabilities, delivenng innovatve new products and
expanding the range of nsk management solutions across adjacent
markets, and completing the mutti-year process of integrating

the ChoicePoint businesses acquired in September 2008

Business Model, Distribution Channels and Competition
Risk Solutions' products are predominantly solkd on a transactonal
basis directly to msurance carners, other corporations and
government entities

Risk Solutions and Vensk selt data and analytics to insurance carners
but largely address drifferent actmvbes Risk Solutions” pnncipal
competrors include Thomson Reuters and First Data Corporation in
a number of segments that utiise public records Major competitors
in pre-employment screening are Altegrity and Symphony
Technology Group

Growth in background screens

Growth in insurance underwrting
transactions 1s supported by
ncreased consumer dermand for
quotes, encouraged by insurance
industry promotion and onlne quoting

+11%

Strong employee hinng activity,
particulary in the retail sector,

and share gans have dnven the
ncrease in background screens

+11%
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Change at
2010 20080 constant Change
£m £m Change curmencies undertyving
Revenue 927 865 +7% +6% +6%
Revenue Adjusted operating profit Revenue Adjusted operating profit*
% of Reed Elsevier % of Reed Elsevier £m £m
Risk Solutions 15% Risk Solutions 23% * On a pro forma basss
2010 financial performance
LexisNexis®

LexisNexis Risk Solutions grew revenues 6% at constant CLUE® Identlty Management
currenctes, with the insurance segment continuing te Most com ave US nal Range of solutons to help clerts
grow strongly and the more cyclical markets, most notably neurance clams database vertfy that an Identity exssts and

employment screening, returning to growth

The insurance solutions business saw revenue growth of 8%

driven by high transactional actvity In the aute and property
insurance markets and increasing sales of data and anafytics
products The transactional activity growth reflects increasing

levels of nsurance quoting as consumers seek better policy terms
stimulated by sustained promotion by insurance comparies and the
growth of internet quoting and policy binding A continuous pipeline
of new data and analytics products also dnves growth, ranging from
helping insurers better assess underwrting nisk to reducing cost
and mproving the effectiveness of the insurers' workflow, from initial
potential customer contact to policy renewal

The more cyclical businesses returmed to growth as the US economy
recovered The employment screening business grew 129%,
compared to a decline of 22% in the prior year, as mayor retallers

and cther employers increased hinng activity Business services

saw good growth in the financial services segment with Increasing
demand for ant-money laundering and fraud prevention products
Demand growth in government markets for identity venfication and
authentication mformation and analytics was however held back
somewhat by longer sales cycles reflecting the uncertainty over
government budgets

Good growth 1s expected to continue in insurance with high
fransactional activity and increasing sales of data and analytics
A strong pipeline of product initiatives continues across the
Risk Solutions businesses

authenticate ndmduals

LexisNexis® Data Prefill
Tod to automate insurance application
process provding crical information
nsurers need to quote and underwmte
a palicy

LexisNexis® Ant-Money
Laundenng Solutions

Content and information for anti-
money laundenng complance, nsk
miigation and enhanced due diligence

LexisNexis®

Insurance Exchange
Platform for shanng of customer
application data designed to mprove
and enhance flow of apphcation data
and docurments

LexisNexis®
Employment Screentng

Leading US provider of
pre-employment screening solutions

Accunnt® for Collections

The leading online US solution to help
locate debtors quickly and accurately

LexisNexis®
Resident Screening

One of the most comprehensive
US muth-farmiy housing screening
and collections serices

Accunnt® LE Plus

Integrated surte of tooks for US law
enforcement investigators
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LexisNexis Legal & Professional

LexisNexis Legal & Professional provides legal, tax, regulatory
and news & business information and analysis to legal, corporate,
government, accounting and academic markets

LexisNexis Legal & Professional 1s a world leading
provider of content and information solutions for legal
and other corporate markets. Serving customers in more
than 100 countnies, LexisNexis Legal & Professional
provides resources and services that inform decisions
and increase productivity.

Total revenues for the year ended 31 December 2010 were £1,691m
LexisNexis Legal & Professional 1s headquartered in New York and

has principal operations in Ohio and New Jersey in the United States,

In London and Pans in Europe, Canada, and in several other countnes
In Afnca and Asia Pacific It has 10,300 employees worldwide

LexisNexis Legal & Professional 1s orgamised through market facing
businesses, the most significant of which are Research & Liigation
Solutions and Marketing & Business Solutions in the US and
LexisNexis Europe, Middle East, Afnca & Australasia and LexisNexis
Asia (together reported as International) outside the US These

are supported by global shared services organisations providing
platform and product development, operational and distnbution
services, and other support functions

LexisNexis 1s a leading provider of legal and business information
and analysis to law firms, corporations and government throughout
the US Electronic information solutions and inngvative workflow
tools, developed through close collaboration with customers,

help law firms and other legal and business professiocnals make
better informed decisions in the practice of law and in managing
therr businesses

In Research & Litigation solutions, the flagship product for legal
research 1s Lexis com, which provides federal and state statutes
and case law, together with analysis and expert commentanas

from sources such as Matthew Bender and Michie and the leading
citation service Shepard’s, which advises on the continuing
relevance of case law precedents Through its sutte of Iitigation
services, LexisNexis additionally provides lawyers with tocls for
electronic discovery, evidence management, case analysis, court
docket tracking, e-filing, expert witness identification and legal
document preparation LexisNexis also partners with law schools to
provde services to students as part of their tranng In October 2010,
LexisNexis launched Lexis Advance for Solos, which is a legal
research tool bullt specifically for the US solo attorney market and

18 the first product to be launched on the new LexisNexis research
platform Both the product and the platform are version 10 and

Growth in Lawyers.com traffic

over the next few years LexisNexis will be mtroducing products of
mereasing sophistication and depth for specific customer segments
and to perform specific functions across the legal markets Earlier

n the year, LexisNexis mtroduced Lexis for Microsoft Office, which
enables lawyers to conduct therr Lexis searches within Microsoft
applications such as Word and Outlook  Other product introductions
included LexisNexis Verdict & Settlement Analyzer, which provides
data and analytics on previous settlements

In the business of law, Marketing & Business solutions provides
law firms with practice management solutions, Including time and
biling systems, case management, cost recovery and document
management services LexisNexis assists law firms i therr client
development through Lawyers com, showcasng the qualfications
and credentials of mors than one millon lawyers and law firms

n the US and ntermahonally, and providing law firms with

website development, search engine optimisation and other

web marketing services

LexisNexis also provides its legal and information services to

US government, corporate and acadenmsc customers, including news
and business information and public records In addition to research
and Itigation services, capabilities for these customers include
speciahst products for corporate counsel focused on regulatory
comphance, intellectual property management, and management

of external counse!

In International markets outside the United States, LexisNexis
serves legal, corporate, government and academic markets in
Eurcpe, Canada, Africa and Asia Pacific with local and international
legal, tax, regulatory and business information The most significant
businesses are In the UK, France, Australia and Canada

LexisNexis 1s focused across all its geographies on leveraging best
n class content and its market leading international ontine product
platform to deliver innovative electronic Information services and
workflow tools to help fegal and business professionals make better
informed decisions more efficiently Penetration of online information
senvices 15 growing and electronic ravenues now account for over
50% of LexisNexs total revenues outside the US

Growth in international online legal solutions

Increasa in consumers searching o
for lawyers oniine and growth in law
firm onlne marketing drives growth o

n traffic to Lawyars com

Growth in international {outside WUS)
online solutions and workflow tools
1o halp lawyers make better nformed
decisions more efficiently

6%
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In the UK, LexisNexis 1s a leading legal information prowider

n s market It delvers a wide array of content and services,
comprising an unrvalled collection of pnmary and secondary
legistation, case law, expert commentary, and forms and precedents
Its extensve portfolio ncludes Halsbury's Laws of England,

Simon's Taxes and Butterworths Company Law Service delivered
through the UK's flagship online product Lexistibrary and in print
Cther electronic products include Lexis Legal Intefigence, a resource
on legal prachce for lawyers, and media mornitonng and reputation
management tocls for the corporate market such as the NexisDirect
research tool Addionally, LexisNexis provides law firms with
practice management soluticns

In 2010, LexisNexis continued to build its UK legal practical

gudance service LexisPSL, and now has ten practice areas
ncluding company commercial, dispute resolution and employment
LexisPSL provides prachcal guidance on the application of law to
complement and integrate with LexisNexis authontative legal content
and commentanes and legal forms and precedents

In France, LexisNexis 1s a provider of mformation to lawyers, notanes
and courts with JunsClasseur and La Sernaine Jundique being the
principal publications, delivered through fexisnexss fr and in pnnt
These content sources are, as n the UK, being combined with new
content and iInnovative workflow tools to develop practical guidance
and practice management solutions Durng 2010, LexasNexis
divested its legal publishing business in Germany as the investment
required to build profitable scale was not considered to have
adequate prospective retumns The news and business actvities

in Gerrmany were retained

Market Opportunities

Longer term growth in legal and regulatory markets worldwide

1s driven by increasing levels of legislation, regulation, regulatory
complexity and litigation, and an increasing number of lawyers
Addrional market opportunries are presented by the increasing
demand for online Information solutions and practice management
tools that improve the qualty and productvity of research, deliver
better legal cutcomes, and improve business performance
Notwithstanding this, legal actmity and legal nformation markets
are also Influenced by econcmic conditions and corporate activity,
as has been seen most recently with the dampening impact on
demand of the recent global recession and the somewhat subdued
environment that has followed in North Amenca and in Europe

Strategic Pnornties

LexisNexis Legal & Professional’s strategic goal 1s to enable

better legal outcomes and be the leading provider of productivity
enhancing Information and information-based workflow solutions in
its markets To achieve this LexisNexs 1s focused on building world
class content, developing next generation preduct platforms, tools
and nfrastructure to deliver best-in-class outcomes for legal and
business professionals with greater speed and efficiency, bulding
chent development and practice management tools enabling
customers to be more successful in their markets, ntemational
expansion and growth of onfine products and solutions, Increasing
LexisNexis' presence In emerging markets, and improving
operational efficiency

in the US, the focus 1s on the continuing development of the next
generation of legal research and practice solutions and a major
upgrade in operations infrastructure and customer service and
support platforms to prowde an iIntegrated and supencr customer
expenence across US legal research, liigaton services, prachce
management and chient development Progressive product
introductions over the next few years will combine advanced
technology with ennched content and sophusticated analytics and
applications 1o enable LexisNexis’ customers to make better legal
decisions and dnve better outcomes for ther orgarisations and
clents A further pnorty 1s to complete the transformation of the
chent development business from a legal directory business into
a web marketing services company

Qutside the US, LexsNexs 1s focused on growing online services
and developing further ligh quality actionable content and workflow
tools, including the development of prachcal guidance and practice
management applications Addionally, LexisNexs 1s focusing on
the expansion of its actvities In emerging markets

Business Model, Distnibution Channels and Competition
LexisNexas Legal & Professional products and services are generally
sold directly to law firms and to corporate, government and academic
customers on a pad subscnphon basis, with subscnptions with law
firms often under mult year contracts

Principal competitors for LexisNexis in US legal markets are West
{Thomson Reuters), CCH (Wolters Kluwer) and BNA, and Bloomberg
and Factva (News Corporation) In news and business information
Competitors In Iiigation solutions also include software companies
Mayor international competitors include Thomson Reuters, Wolters
Kiuwer and Factiva
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LexisNexis Legal & Professional

2010 financial performance

The LexisNexis Legal & Professional business saw a small Outside the US, International revenues declined 2% at constant
revenue decline of 2% at constant currencies reflecting the currencies Onhne legal solutions saw revenues up 6% with strong
impact on renewals and pnnt product of the low levels of demand for technclogy enabled content and new workflow tools
law firm activity and employment. Corporate, government Market penetration of these services continues to INcrease across
and academic markets were lower, all geographies Print sales declined, particularly in the UK as law

firms cut back on spending and place increasing relance on onhing
US revenues declined 2% at constant cumrencies, or 1% underlyving services Electroruc revenues now account for more than 50% of
before the net effect of small disposals and acquisiions This the Internahonal business
compares to a decline of 6% in the pnor year The decline was largely
drven by the continued contraction n corporate, government and Conunued good progress I1s being made in the development of

acadermnic markets which saw revenues 5% lower in a challenging the next generation of legal products and advanced operationat
budgetary environment for customers, impacting in particular infrastructure, which will be progressively introduced over the next
sales of the news & business information databases to corporate few years

custorners, which were down 13% US law firm revenues were up

2%, these would however have been down 2% ignoring the effect While law firms, corporations and governments remain cautious in
of last year's revenue recogniion change in Martindale Hubbell ther spending, new sales continue to be higher and the emaronment
Law firm subscription, print and transactional revenues remaned 15 more stable Revenue recovery 1s expected to be gradual, with the
under pressure as contract renewals reflected the lower levels of adjusted operating margin broadty flat in 2011

taw firm actrvity and lawyer employment than was the case when
they were last agreed, typically two to three years ago

Agide from this late cycle impact on renewals, which by the end
of 2011 will be fully reflected in the base, legal markets in the US
stabiised and good growth was seen in new sales Good growth
continued in irigahon solutions, practice management and other
services for law firms In December 2010, LexisNexis acquired
StateNet, the leading publisher of information on the progress

of prospective legislabon through the US legislative process
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Change at
2010 2008 constant Change
£m £m Changs curmencies underiying
Revenue
us 1,121 1,126 0% -2% -1%
International 570 5668 +1% -2% -2%
Total 1,691 1,692 0% -2% -2%
@
Revenue Adjusted operating profit Revenue Adjusted operating profit | | &
% of Reed Elsewer % of Reed Elsevier £m £m g
2
Legal & Profassicnal 28% Legal & Professional 15%
* On a pro foma basis —
s:g)
. £
Lexis® Lexis® for Microsoft® Office Lexis® Library 2
Unparalieled legal, news and public records Integration of LexisNexs content, open Web LexsNexs® UK flagship legal online product
content for legal professionals search and Microsoft Office
Matthew Bender® LexisNexis® Verdict & Lexis® PSL
Critcal legal analysis, checklists, forms, Sett'ement Ana'yzer LesxesNenas® UK fegal practical guidance service

and practce gudes authored by industry
experts covenng over 50 major practice areas

Early case assessment todt for researching and
evaluating the nsk and opportunity associated
with a case

CaseMap®

Sottware allowing Itigators to assess
and analyse case nformation

Lawyers.com=

Leading website for consumers seeking legal
Information and counsel

Juns Classeur

Largest, most authontatrve onfine legal resource
n France

aouewBADY

UCIJBUUIOJUI IS0 DUB SIUSLUISIEIS [RIDUBUIS

Annual Reports and Financial Statements 2010 Reed Elsewier 29




FORGING
BUSINESS

RELATIO




NSHIPS

REED EXHIBITIONS IS THE WORLD'S
LEADING EVENTS BUSINESS, WITH
OVER 450 EVENTS IN 35 COUNTRIES

In 2010 Reed Exhibitions brought together over six million event
participants from around the world, generating billiens of dollars
in business for its customers
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Reed Exhibitions is the world's leading events business,

with over 450 events in 35 countries

Reed Exhibitions’ portfolto of exhibitions and conferences
serves 44 industry sectors across the Amenricas, Europe,
the Middle East and Asia Pacific. In 2010 Reed Exhibritions
brought together over six million event participants from
around the world, generating billions of dollars in business
for its customers

Total revenues for the year ended 31 December 2010 were £693m
Reed Exhibiticns 1s a global business headquartered in London
and has principal offices in Parns, Vienna, Norwalk Connecticut,
Abu Dhaby, Beying, Tokyo, Sydney and S&o Paulo Reed Exhibitions
has 2,600 employees worldwide

Reed Exhibions organises market-leading events that are relevant
to ndustry needs, where partcipants from around the world come
together to do business, network and learn  lts exhibitions and
conferences encompass a wide range of sectors, including
broadcasting, TV, music & entertanment, bulding & construction,
electronics & electrical engineering, altemative energy, ot & gas,
engineenng, manufactunng & processing, gifts, intenor design,

IT & telecoms, jeweliery, Ife sciences & pharmaceuticals, marketing,
property & real estate, sports & recreaton, and travel

Well represented in the developed world, increasingly Reed
Exhibitions 1s nvesting in the developing economies Reed
Exhibiions expanded in 2010 through new launches in the beauty
and healthcare sectors in Ching, environment, construction and
machinery in Brazil, and securty in the UAE

Market Opportunities

Growth in the exhibrions market 1s correlated to busingss to
business marketing spend, histoncailly dnven by levels of corporate
profitability, which itself has followed overall growth n GDP, and
business investment Emerging markets and growth industnes
provide additonal opportuniies As some events are held other
than annually, growth In any cne year is affected by the cycle of
non-annual exhibihons

Strategic Priorties

Reed Exhibrions' strategic goal is to provide market leading events
in growth sectors that enable businesses to target and reach new
customers quickly and cost effectively and to provide a platform for
industry participants to do business, network and learn To achieve
this, Reed Exhibitions 1s focused on developing the portfolio through
a combinahion of new launches, strategic partnerships and selective

Growth in exhibitor numbers

acquisitions 1N high growth sectors and geographies, and further
developing websites, analytics and other online tools to enhance
the exhibiion expenence and add to customer retum on nvestment
In event participation

Business Model, Distribution Channels and Competition
The substantial majority of Reed Extibiions’ revenues are from
sales of exhibtion space The balance includes conference fees,
advertising in exhibion gurdes, sponscrship fees and, for some
shows, admission charges Exhibrtion space 1s sold directly or
through local agents where applicable Reed Exhibrions often
works In collaboration with trade associations, which use the events
to promote access for members to domestc and export markets,
and with governmenits, for whom events can provide important
support to stimulate foreign investment and promote regional and
national enterpnse

Reed Exhibrtions 1s the market leader in a fragmented industry,
holding less than a 10% global market share Other international
exhibition organisers include UBM, DMG World Media (DMGT),
Informa IIR and Messe Frankfurt Competition also comes from
Incdustry trade associations and convention centres and exhitition
hall owners

2010 financial performance

Reed Exhibitions saw good revenue growth with the
net cycling in of biennmial exhibitions and a significantly
moderated decline in annual show revenues.

Revenues and adjusted operating profits were up 9% and
4% respectively at constant currencies, or 8% and 4% before
minor acquisiions

Underlying revenues, excluding the effect of biennial show cycling,
declned by 3% compared with a 6% decline in the first half, with
stable performance or modest growth in all major markets in the
second half as condtions progressively mproved The 2010 shows
have seen overall success, with growing attendances at the majonity
of annual events and exhibtor numbers up 4% in the top 50 annual
shows In the largest market, Europe, underlying revenues excluding
cycling were lower by 4% compared with a 16% decline in the prior
year Particular successes were the World Travel Market in London
and inCosmetics and a robust Mapic (retail real estate show) in France

Number of event launches

The customer value proposition

of face to face events continues

to be strong with exhibitor numbers
increasing at top 50 annual events

+4%

Stepped up new launch
programme Including
14 new events in Asia

35
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Change at
2010 2009 constant Change
£m £m Change curencies undertying
Revenue 693 6838 +9% +9% +8%
Adjusted operating profit 158 152 +4% +4% +4%
Revenue Adjusted operating profit Revenue Adjusted operating profit
% of Reed Elsevier % of Reed Elsevier £m £
Reed Exhibitions 11% Reed Exhisons 10%
The US also saw significantly moderated deciines with revenues
down by 5% compared to 15% in 2009 By contrast, the shows
in China, Russia, the Middle East and Brazi! grew strongly athough
some of these are joint ventures and are therefore not Included In
the reported revenues Successiul shows in emerging markets The worlds entertainment market World s platform for sustainable
included Saldo do Automovel motor show in Brazil, pharmaceutcal future energy solutions
and aluminium shows In China, and the Intercharm beauty show
in Russta Reed Exhibiiions now operates nearly 100 shows in
emerging markets with approximately 40 shows in each of Brazil
and China
Premuer global event for the One of the largest and longest standing

Reed Exhiorions significantly stepped up its launch programme
in 2010 with 35 new events of which 14 wera in Asia, including
the successful Cloud Computing show in Japan, and the

FAX East games event in Boston

The decline n adjusted operating margin primarily reflects the
revenue decline N annual shows and iNcreased spend, including
on the development of websites, analytics and other innovative
onfine tools to increase the effectiveness and efficiency of events
for both exhibitors and attendees, partly mrtigated through cost
savings The reported operating margin, after amortisation of
acquired intangible assets, was 18 3%, up from 12 4% in the pnor
year which included impairment charges on certain minor shows
and exceptional restructunng costs There were no excepticnal
restructunng costs in 2010

The outlook 1s encouraging, with momentum bulding in annual
shows and significant launch activity continuing 2011 will see
the net cycling out of bienrial shows, particularly in the first haif

electrorics manufactunng trade events
in China

Intarnational offshore ol & gas
trade show

Leading mtarnatonal extubtion
for personal care ingredients

Aworld leading constructon

One of the largest business gifts

axiubibon & home fars n China
The North Amencan jewellery International extubrtion of
nclustry s prermier trade event environmental equipment,

technology and services
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GAINING BUSINESS

INSIGHTS




REED BUSINESS INFORMATION

IS A PROVIDER OF BUSINESS
INFORMATION, DATA AND MARKETING
SOLUTIONS IN MULTIPLE FORMATS
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Reed Business Information is a provider of business information,
data and marketing solutions in multiple formats

Reed Business Information (RBI) provides data services,
information and marketing solutions to business
professionals in the UK, the US, Continental Europe, Asia
and Australia. it produces industry entical data services
and lead generation tools, and over 100 online community
and job sites. It publishes over 100 business magazines
with market leading positions in many sectors.

Total revenues for the year ended 31 December 2010 were £718m
RBl 15 & global business headquartered in Londen and has principal
operations In Sutton in the UK, Amsterdam and Doetinchem in the
Netherlands, Boston, Los Angeles and Norcross, Georgia n the

US as well as Pans, Milan, Madnd, Bilbao, Sydney and Shanghar
RBIi has 5,300 employees worldwide

RB8I's data services enable businesses and professionals to enhance
productmty through quicker and easter access to nsightful and
comprehensive ndustry information Online markebng solutions,
business to business magazines, online lead generaticn services
and community websites prowide effective marketing channels for
adveriisers to reach target audiences and for industry professionals
to access valued information

In 2010, RBI was significantly restructured and refocused, to reflect
the reduction in revenues caused by recession, the accelerated
rmgration of customer marketing spend to web media, and the
continued growth and opportunity in data services Dunng the year,
the sale and closure of the US controlled circulation magazines and
certan other titles were completed, together with the sale of RBI
Germany and clusters of titles in the Netherlands, UK, ltaly, Spain,
France, Ireland and Asia

The business was redefined and 1s now managed by key asset
group — data services, online marketng solutions, leading brands,
and other magazine brands/websites — and specific strategies
and action plans have been developed for each group

RBI's market-leading data seraces include /CIS, a global information
and pnoing service for the petrochemicals and energy sector,
Bankers Almanac, a leading prowder of reference data on the
banking industry, XpertHR, an online service prowding HR data,
regulatory guidance, best practices and tools for HR professionals,
and Reed Construction Data, a provider of online construction data
to the North Amernican construction industry In 2010, RBI entered
nto an agreemant 1o increase s nterast in CB! China, the market
leading petrochermical and energy information service in China,

and now has majonty ownership This transachon was completed
in January 2011 and has brought /CIS unnvalled coverage of the
important and growing Chinese and Astan chemicals and energy
markets, considerably strengthering its global posttion

The major online marketing solutions include totalfobs com, a major
UK enline recrutment site, and Hotfrog, a global onling business
directory Premier publishing brands include Variety in the US,

New Scientist in the UK and the Bsevier magazine in the Netherands

Market Opportunities

The growing need for authortative industry data and information 1s
driving demand for oniine subscription data services and providing
new opportunies Business to business marketing spend has
histoncally been driven by levels of corporate profitabilty, which
itself has followed GDP growth, and business investment

Strategic Prionties

RB!’s strategic goal 15 to help business professionals achieve better
outcomes with information and decision support in its mdividual
markets Its areas of strategic focus are further growing the data
services businesses, captunng the economic recovery in the major
online marketing scluttons businesses, restructunng the business
magazines and advertising driven portfolio, to develop online
services 1n key markets and support pnnt franchises through brand
exiensions and redesign, and to reakign the cost base with revenue
expectations and drive further organisahonal effectiveness

Business Model, Distribution Channels and Competition
Across the RBI portfolio, user and subscnpbion revenues now
account for 53% of the total business with the remaining 41% derved
from pnnt and online advertising and lead generation RBI electronic
revenue streams now account for 46% of total revenue

Data services are typcally sold directly on a subscription or
transactional basis Business magazines are distrbuted on a paid or
controlled circulation basis Advertising and lead generation revenugs
are sold directly or through agents

RBI's data senvices and titles compete with a number of publiishers
on a service and title by title basis including UBM, McGraw Hil,
Wolters Kluwer and Incisive as well as many niche and privatety-
owned competitors RBI competes for online advertising with other
business to business websrtes as well as Monster, Goeogle and other
search engines

Online revenue %

Advertising revenue %

Significant transformation of RBI 2010 41%
focusing on subscrption data

ServVICes 1S reducing its exposure o
to advertising revenues 2008 54%

Demand for online data servces 2010 46%
and marketing solutions drves

ncreasing proportion of

onling revenue 2008 34%
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Change at
2010 2009 constant Change
£m £m Change currencies underying
Revenue 718 891 -19% -20% -2%
Adusted operating profit a9 89 0% 0% +4%
Revenue Adjusted operating profit Revenue Adjusted operating profit
% of Reed Elsevier % of Reed Elsevier £m £m

Reed Business
Information 6%

Reed Business
Information 12%

2010 financial performance

Reed Business Information saw good growth in data
services and online marketing solutions and significantly
moderated declines in advertising markets The portfolio
was reshaped through disposals and closures and costs
were significantly reduced.

Revenues were down 20% and adjusted operating profits flat

at constant currencies Excluding portioio changes, undertying
revenues were down 2% and adjusted operating profits ncreased
by 4%

The major data services businesses, which account for
approximately 20% of RBI revenues, were up 4% with strong growth
In ICIS, Bankers Aimanac and XpertHR, tempered by weakness

In ACD serving the US construction markets The mayor onling
marketing solutions businesses, accounting for approximately

12% of RBI revenues, were up 10%, with a strong recovery In
Totalobs online recrutment services and continuing strong growth
i the Hotfrog web search business Business magazines and
related services, accounting for approximately 68% of RBI revenues,
saw underiying revenues 6% lower dnven by pnnt advertsing
declines which more than offset online growth

The 2 4% increase in adjusted operating margin reflects the
sgnificant restructuning of the business, with the disposal or closure
of unprofitable assets and a 3% reduction I costs of the continuing
business, with consolidahon of operations, procurement savings and
tight cost control The reported operating margtn, after amorbsation
of acquired intangible assets and exceptonal restructunng costs,
was 0%, up 18 percentage ponts principally reflecting no imparment
charges in 2010

Data services and onling marketing soluttons are seeing continued
good growth Portfolio changes and improving markets are also
expected to benefit 2011

Global prowider of news and
pncmg data 1o the chemical
and energy industnes

Leading online user generated
business drrectory with versions
In 38 countnes

Ateading supplier of bankang
ntellgence to the global
financial inchustry

Poneers N B2B lead generation,
emadia specialses in accelerated
demand generation from
pemmission based audiences

Premuer source of entertanment
business news anc analysis
since 1905

Leading HR legal comphance
and good practice toohat

Leading news and opinion magazing
n the Metherlands

Construction data, buldng product
nformation, cost data, market
analysis and advertising channels to
constructon ndustry profess:onals

UK generalist job website attracting World s leading science and technology
over 3 7 millon jobseekers and canying  media brand
over 125 000 pobs every month
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Corporate responsibility

Corporate responsibility ensures good
management of rnisk and opportunities,
helps us attract and retamn the best people,
and strengthens our corporate reputation.
It means performing to the highest
commercial and ethical standards and
channelling our knowledge and strengths,
as global leaders in our industries, to make
a difference to society

Constant engagement with stakeholders, including shareholders,
employees, communities, governments, and members of civil
soclety, helps us determine matenal corporate responsibility 1Issues
The Reed Elsevier Board, senior management and the Corporate
Responsibility Forum oversee corresponding objectives and monitor
performance aganst them — encompassing our unique contnbutions
as a business, as well as governance, people and community,
customers, health and safety, supply chain, and environment

Our unique contributions

We focus on areas where we can make a positive impact on society
through our knowledge, resources and skills These include universal
sustainable access 1o information, advance of science and health,
promation of the rule of law and justice, and protection of society

Elsevier, the world's largest scientific publisher, has an important
role to play Iin advancing human welfare and economic progress

in places where Information resources are often scarce Among key
programmes Is Research4life, In partnership with United Nations
agencies and other publishers, which prowides core and cuting-edge
scientific information to researchers In more than 100 developing
counines In 2010, there were 3 1 millon Research4life article
downloads from Sciencelirect - a 20% increase over 2009 In

the year, the Elsevier Foundation, through its Innovative Libranes

in Developing Countnes programme, committed over $300,000

to support libranes with grants to improve infrastructure-building
access o pnmary source matenal Recipients iIncluded HV/AIDS
Audic-Visual Archive, University of Cape Town, South Afnca,

Library Infrastructure Boost, University of Hargeisa, Somalland,
and the Egyptian Natonal Cancer Database

LexsNexis concentrates on promoting justice hs Rule of Law
Resource Center 1s a free online community covenng topics like
human nghts, protecting minonty communries, and ant-human
trafficking In 2010, LexisNexis signed an agreement to provide
content and support for the World Justce Project's Rule

of Law Index, a new quantitative assessment tool ranking over
75 countnes As a founder of the UK's International Law Book

Percentage of key suppliers as signatones
to Reed Elsevier Supplier Code of Conduct

Facility, since 2005, LexsNexis has prowided 5,000 legal texts to
assist professional bodies, advice centres, pro bono groups, law
schools, and other institutions INvolved in access to Justice across
common law junsdictions in Africa, Asia, and the Canbbean

LexisNexss Risk Solutions works to protect society by supporting
non-profit organisations such as the National Center for Missing &
Exploited Children (NCMEC) and the Cal Ripken Sr Foundation
Since 2005, LevasNexs has completed nearty 6 millon volunteer
background checks for such organisations, identifying over 870,000
Indnaduals with cnminal convictions, including more than 58,000
registered sex offenders Employees helped create the ADAM
programme which assists in the safe recovery of missing children
In partnershup with NCMEC, ADAM distnbutes missing child posters
to police, news media, schools, businesses, medical centres, and
other recipients within a specific geographic search area Since
launching N 2000, 117 chidren have been located

Reed Exhibiions provides platforms at its trade shows to
orgamsations that support our corporate responsibility focus areas
At the 2010 World Travel Market, its global event for the travel ndustry,
Reed Exhibihons marked World Responsible Tounsm Day with the
Responsible Tounsm Awards, recognising sector initiatives In areas
ke poverty reduction, low carbon transport and technology. and
conservation Qver the last seven years, Reed Exhibiions has given
free space at the London Book Far to Book Aud International, which
annualty prowides 500,000 books - including those donated from
across Reed Elsevier - 1o readers in the developing world, enabling
the chartty to engage with a wide range of potential bock and
financ:al donors

Reed Business Information (RBI) uses the power of its brands to
ad communites Vanety, the leading entertanment industry news
source published by RBI, has established intiatives like the Power
of Youth to spur young entertainers to support philanthropic and
humanitanan causes, and to encourage therr fans to do so as well
Since its incephion n 2007, Power of Youth has raised more than
$850,000 to aid children, in 2010 beneficranes micluded LA's BEST,
Education through Music, Girl Up, and Pencils of Promise Vanety
has built on the Power of Youth model to launch Power of Women
and the Power of Comedy to highlight those using their celebrity
to beneficial effect

Drawing on expertise across Reed Elsevier, n 2010 we launched
the Reed Elsevier Environmental Challenge to identify projects that
improve sustainable access to water where it 1s presently at nsk
We have provided access to products from our businesses to
over 100 registrants from more than 50 countnes and winners

will be anncunced It June 2011

2011 Objectives

e Complete RE Ervironmental Challenge, launch plans for 2012

* Undertake UNICEF project on the impact of cimate change
on children

= Further expansion of Research4lLife

Reduction in health and safety seventy rate
{lost days per 200,000 hours worked) 2008-2010

We uphold Reed Elsevier values
by requinng our suppliers to meet
the same standards we set

for oursetves

60%

Valuing our pecple means
gong beyond legal abligations
to ensure staff wellbeing

-29%
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Corporate responsibility continued

Governance

2010 Objectives

* Code of Ethics and Business Conduct course completion
by 90% of all employees

+ Data Privacy and Secunty course completion by 60% of alf
employees

* Ant-bnbery training for 80% of relevant employees in higher
nsk roles and geographies

The Reed Elsewvier Code of Ethics and Business Conduct (Codg)

1s disseminated to every employee as a guidda to our corporate and
mndmdual conduct Encompassing topics such as far competition,
anti-bribery and human nghts, it encourages open and prncipled
behaviour 93% of current employees completed online Cede traning
by year end 2010, and 80% of all employees completed a data
privacy and securtty course In 2010, we provided anti-bnbery
training for approximately 78% of relevant employees in higher

nsk roles and gecgraphies Further by the close of 2010, 2,700
managers had completed online traning on anti-harassment and
5,500 employees on farr compettion

In 2010, we actively promoted the United Natons Global Compact
{UNGC) to which we are a signatory — businesses must align their
governance and operahons with ten pnnciples related to human
nghts, labour, environment and anti-corruption We served on the
steenng group for the United Kingdom, coninbuted to the UNGC
Supply Chain Acdvisory Group, produced a wideo on the UNGC for
the legal community, and helped launch a report on UK signaiones
and the Millennium Development Goals

2011 Objectives

= Code of Ethics and Business Conduct course completion
by 95% of all employees

+ Full algnment with Adequate Procedures Guidance under
the UK Bnbery Act, 95% completion of anti-bnbery traming
by relevant employees in higher nsk jobs and geographies

* Implementation of updated records management policy

People and community

2010 Objectives

* Advance dvisional Employee Opinion Survey (EOS) action plans

s Dewvelop a diversity and inclusion strategy for key locabons

* Closer ahgnment of RE Cares donations with corporate
responsibiity focus areas

* Increase in-knd contnbutions

QOur 30,200 pecple are our sirength in 2010, we implemented
actnhies across the business to address the results of our 2009
globat Employee Opinion Survey For example, LexisNexis developed
new inhatives to help employees buld their management capabilities,
with a percentage of executive bonuses tied to higher 2010 intenm,
‘pulse’ survey scores In thus and other areas At Reed Exhibitions,
focus groups were held to address career development and
satisfaction with feedback translated into management actvities

The Reed Elsevier Diversity and inclusion (D&J) Statement articulates
our commitment to a diverse workforce and environment that
respects ndmduals and ther contnbutions, regardless of their
gender, race, or other charactenstics In 2010, we developed a D&l
strategy endorsed by the Reed Elsevier Management Committee,
with key objectives such as ensunng each key location has a

D&l value proposition and broad implementation plan Our cross-
business D&l Working Group, drawing on internal and external
expertise, promoted best practice In areas ranging from traning

to commurmcation Affinity groups, ke wormen's forums, provide
support and mentonng and encourage community iInvolvement

Reed Elsevier Cares, our global community programme, promotes
education for disadvantaged young people, and allows staff up to
twoe days off per year for their own community work We donated
£2 3 millon in cash (inchuding through matching gifts) and the
equivalent of £6 6 millon in products, services, and staff tme in 2010
We worked to increase in-kind contnbutions throughout the year,
examples of which include LexisNexis Corporate Respeonsibility Day
which involved nearly 2,000 staff in local community projects, and
Elsevier Beying which worked with an underprvileged schoal in

He Bet Province over twe days providing educational support

and supplies

Champions engage colleagues throughout the year in actviies

such as the Reed Elsevier Cares Challenge, which rewards business
sponsored community engagement, and Reed Elsevier Cares
Month, wath hundreds of events around the glohe Dunng the Month,
we launched a global fundraising effort to raise $50,000 for Plan
International’s Because I'm a Girl campaign to help girs in India,

for example, In ganing educatonal opportunmes and awareness

of ther legal and employment nghts Our annual global book dnve
involved over 5,000 employess and yielded some 18,240 books for
local and developing world readers

2011 Objectives

¢ Begin mplementation of diversity and inclusion strategy
In key locations

* New and mproved People sections of intemal and extemal
websttes

* Launch RE Cares recognition awards

areas of 17 developing countries

To date, Elsevier has helped the International Council of Nurses (ICN)
Mobile Library set up more than 250 mobile libraries to deliver
current health information to nursing professionals working in remote

Each library 1s housed i a sturdy, transportable trunk with approsamately 80 tides in 2010,
through Elsevier and the Reed Elsevier Cares programme, resources, products, and
assistance supported the ICN Supporting Nurses and Nursing in Hart Fund in aiding
post-sarthquake recovery and reconstruction with tallored French-language Nursing
Mobile Libranes containing books on post-disaster response, infectious diseases, and
reintating interrupted treatment of Iife-threatening conditions ke HIV and tuberculosis
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Corporate responsibility continued

Customers

2010 Objectives

* |mprove customer loyalty as measured by Net Promoter Scores,
advance dashboard programmes

* Continue to improve website accessibility

We surveyed more than 150,000 customers through Net Promoter
Score (measunng customer loyalty) and business dashboard
programmes This allows us to deepen understanding of ther
needs and dnves forward a customer centnc culture across

Reed Elsevier Results, reviewed by the CEQ and semor managers,
and communicated to staff, illurminate where we are doing well and
where we must do better

We are committed to improving access 1o our products and services
for all users, regardless of physical abilty Upgrades to core LexisNexis
products n 2010 have incorporated WCAG 2 G, the most recent
web accessibility guidelines The Accessibiity Worlang Group held
educational webinars with disabled customers and accessibility
experts, and helped process 3,250 requests for accessible versions
of our publications, many from Accesslext org, a service we helped
establish — 85% of requests were addressed in one day or less

I 2010, Elsevier won the first JISC Publisher Lookup Award for
Accessibility, and also enabled the text-to-speech option on all
e-books titles to aid users with sight, motor or other challenges

2011 Objectives

= Launch CR webinars on non-financial performance to support
customer-facing staff

* Consult on Reed Hisevier Editonal Policy

* Assess accessibility of key product websites

Health and safety

2010 Objectives
= 10% reduction in seventy rate by 2010 (from 2008 baseline)
*  Achvance collection of absenteeism data

Our employees have the nght to a healthy and safe workplace
as outlined In the Reed Elsevier Health and Safety Policy

To reduce our seventy rate (lost days per 200,000 hours worked),
we conduct nsk assessments and wark with a third party resource
in the US to assign a nurse case manager to each complex or
severe clam We achieved a 29% reduciion in the severty rate
between 2008 and 2010

We concentrated on wellness in the workplace providing stress
awareness training, weight loss and smoking cassation programmes
In 2010, we advanced collection of absenteeism data by incorporating
it Into a new global human resources information system launched in
North Amenca dunng the year

We held the second RE Fit2Win global competition in 2010 to recognise
employees for walking, cychng, and running, with winners receming
$1,000 for the charity of therr choice 1,083 employees took part

2011 Objectives
« Benchmark health and safety performance
* Extend preventive care programmes

Supply Chain

2010 Objectives

* B80% of kay supphers as Suppler Cods of Conduct signatones
* 40 external audits of high nsk suppliers

* Ask key suppliers to become UN Global Compact signatores

We require our supphers to meet the high standards we set for
ourselves Our Supplier Code of Conduct stipulates adherence to

all laws and best practice in areas such as human nghts, labour and
the environment Through our Sccially Responsible Supplier (SRS)
database, we tracked 606 cntical, preferred, and strategic suppliers,
and those we deem high risk according to critena from the Corporate
Executive Board's Global Country Analysis Support Tool, human
trafficking data from the US State Department, and rankings in the
Envircnmental Performance Index (EP1) produced by Yale University
and Columbia University We achieved our target of 60% of SRS
suppliers as signatenes to the Supplier Code by year end, and
specialists ITS undertook 43 extemal audits of high nsk suppliers
Any incidence of Supplter Code non-compliance identified in

the audtt process tnggers a corrective action plan with suppher
remediation required on all 1ssues We have embedded signing the
Supplier Code into our e-sourcing tocl as one of the cntena for doing
business with us

We prowided training to increase reporting on the Reed Elsevier
portion of supplers” CO2 emissions and undertock six supplier
webinars on the benefits of joning the UN Global Compact

2011 Objectives

s 75% of key supphers as Suppler Code of Conduct signatones
* 45 external audits of high risk supphers

= Introduce Socially Responsible Supplier Academy

Through its trade shows, Reed Exhibitions advances
our CR focus areas by bringing people together to
share information

In 2010 Reed Exhibitions ran Pollutec Lyon, a leading international
environment exhibition bningmg together innovatve techniques
for the prevention and treatment of pollution of all kinds as well as
for the preservation of the environment as a whole Close to 2,000
exhibrtors and over 50,000 wisitors attended to discuss innovations
in key sectors such as water, waste (which includes recycling and
cleaning), arr quality, and energy
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Corporate responsibility continued

MBIAIBAD

Environment
2010
Intensity
Intensity Absolute 2010 figure
Key Performance Indicators achievement achisvement Absolute  (Absclute/frevenua
Target to date’ to date hgure £mj
C0z emissions (2006-20158 -10% -14% 16% 195,936 tCOze 3236
Total energy (2008-2015) -5% 1% 15% 273,983 MWh 4525
Travel emissions (2008-2015) -5% -12% 1% 40,611 tCOze 671 I
Water (2008-2015) -10% 7% 5% 485,619m?* 7690 o
Waste recycled (2015) 70% a 63% 7.7201 12 |3
"The percentage vanance between absolute performance dnded by revenue in 2010 compared with absolute performance dridad by revenue in start year Q
*Gross CO2e emussions (scopes 1 2 and scope 3 business travel) g
2010 Objectives We have a positive emvirgnmental impact through our environmentat
* 20 key sites to achieve five Reed Elsevier Environmental publications and services which spread good practice, encourage
Standards debate, and aid researchers and decisions makers The most
+ Management plans to achieve ermronmental targets recent results rom independent Market Analysis Systemn (2008)
* Map Reed Elsevier and supplier water stress locations show our share of citations in environmental science represented
36% of the total market, and 69% in energy and fuels Full detals
Qur Environmental Champions network, employee-led Green Teams,  of our 2010 emvironmental performarce are available at
and engagerment through networks such as Publishers Database www reedelsevier com/icri0 m—
for Responsible Ethical Paper Sourcing, inform management plans 2
to address our ervironmental impact Among them i1s the Reed 2011 Objectives g
Elsevier Environmental Standards programme, which sets benchmark ¢ Undertake data centre efficiency study =
performance levels and inspires green competition among offices * 20% of electnicity from renewables or offsets %

In 2010, 26 sites acheved five or more standards attainmng green
status, a 38% increase in the number of standards achieved the
year prewious We mapped key locations and 149 major supphers
aganst local water stress to identify where we should concentrate
reduction efforts

+ Establish Green Team Environmental Trainmg Academy

Qur internal focus on corporate
responsibility is recognised externally

We achieved the following in 2010

e Platinum, Business in the Community's Corporate
Responsibility Index

+ Carbon Disclosure Project Leadership Index, 7th out of 350
companies in FTSE CDP Carbon Strategy Index Senes

* Carbon Footpnnt ASN Mutual Funds

+ Dow Jones Sustainability Index and SAM Sustainability
Yearbook, sconng in op 15% of companies

* Ethibel Pioneer and Ethibel Excellence Investment Registers

* FTSE4Good Index

* Sector leader in nvestor-led Forest Disclosure Project

¢ Retaned in Goldman Sachs Sustain fund of “best
managed companies around the globe that will succesd
on a sustanable basis”

¢ Tnodos Bank Sustainable Equity/Bond Fund, first in
publishing sector

* VBDO Supply Chain Award

View the 2010 Corporate Responsibility Report at
www reedelsevier com/cr10
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Chief Financial Officer's report

2010 2009 Change at Changs
Reported figures £m £m Change constart cumencies underting
Ravenue 6,055 5,071 0% -1% +2%
Qperating profit 1,090 787 +39% +37%
Profit before tax 768 435 +77% +74%
Net profit 642 g +64% +61%
Net bormowings 3,455 3,831
Adjusted figures
Operating profit 1,555 1,570 -1% -2% -1%
QOperating margin 25.7% 259%
Profit before tax 1,279 1,279 0% -1%
Net profit 983 282 0% -1%
Operating cash flow 1,519 1,558 -3% -3%
Operating cash flow converston 98% 99%
Return on invested capstal 10 6% 104%

Reed Elsewer PLC Roed Elsowvier NV mﬁ;ﬁ:

Parent Compamnes 2010 Change 2010 2009 Change cumencies
Reported earmings per share 273p +58% €0.51 €032 +62%
Adusted eamings per share 43.4p 5% €0.78 €079 -1% -6%
Qrdinary dvidend per share 204p 0% €0 412 €0 400 +3%

Adusted figures are used by Reed Elsevier as additonal performance measures and ara stated before the amortsation and impairment of acguired ntangible assats and goodwil,
excephonal restructunng and acgussiion related costs, and i respect of earnings, reflect a tax rate that excludss the effect of moverments in deferred taxaton assets and kabilities
inat are not expectad 0 crystalise N the near term and ncludes the penefit of tax armorusation where available on 2cqured goodwill and Intangible assets. Exceptional restructurng
costs in 2009 refate to the major restructunng programimes announced in February 2008 and 2003 and in 2010 refate only to the restructunng of RBI Acquishion related costs
relate to acquisibon itegration and, from 2010, professional and other transacton related tees and adjustments to defemed and contingant consideration now required to be
expensed under mtematonal financial reporting standards Profit and loss on disposals and otfer non operating items are also excluded from the adiusted figures Reconcihations
between the reported and adjusted figures are set out in note 10 to the combined financial statements Companson at constant exchange rates uses 20089 full year average and
hedge exchange rates ‘Undertying growth rates are tha year on year change at constant currencias excluding the results of all acquisitions and cisposals made both inthe year

and pror year

Mark Armour
Chief Financial Officer

Reported figures

Revenues at £6,055m (2009 £6,071m) were flat compared with 2009
At constant exchange rates, revenues were down 1% cormpared

with the prior year Undertying revenugs, 1 @ before acquistions and
disposals, were 2% higher Revenue performance across the business
1s descnbed in the Business Review

Reconciliation of reported revenues year-on-year

Year to 31 December £m Change
2008 revenue 6071

Undertying growth 100 +2%
Acquisitions 5 5%
Disposals a3 -3%
Currercy effects 52 +1%
2010 revenue 6,055 0%

Reported operating profit, after amortisation and mpairment of
acquired ntangible assets and goodwill and exceptional restructurnng
and acquisiion related costs, was up 39% at £1,090m (2009 £787m)
The significant ncrease principally reflects no intangible asset and
goodwill impairment and lower exceptional restructunng charges
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Chief Financial Officer's report continued

The amortisation charge in respect of acquired mtangible assets,
including the share of amortisation in jont ventures, amounted
o £349m (2009 £368m), down £19rm as a result of disposals
and pnor year mparments Charges for impairment of acquired
ntangible assets and goodwill were nil (2009 £177m, principally
relating to the RBI US business)

Exceptional restructuring costs, which in 2010 relate only to the
restructunng of RBY, amounted to £57m (2009 £182m relating to
major restructunng programmes across Reed Elsevier announced
in February 2008 and 2009} and included severance and vacant
property costs Acquistion related costs amounted to £50m

(2009 £48m) pnncipally n respect of the integration within LexisNexis
of the ChoicelPoint business acquired in September 2008

Disposals and other non operating fosses of £46m principally relate
to asset sales and related closures in RBI's US businesses

Net finance costs were £276m (2009 £291m), with the benefit of free
cash flow and the July 2009 share placings being partly offset by the
impact of higher coupen term debt issued in 2009 to repay certan
of the ChoicePoint acquisttion facility loans

The reported profit before tax, including amortisation and iImpairment
of acqured intangible assets and goodwill, exceptional restructunng
and acquisition related costs, disposals and other non operating
temns, was £768m (2009 £435m)

The reported tax charge was higher at £120m {2009 £40m)
reflecting the Increase in reported profit before tax and prior year
tax credits on disposals The reported net profit attnbutable to
the parent companies’ shareholders was £642m (2009 £391m)

Adjusted figures

Adjusted operating profit was £1,555m (2009 £1,570m), down 1%
(Adusted operating profits are stated before amortisation of acquired
goodwill and intangible assets, acquistion integration and exceptional
restructurng costs) At constant exchange rates, adusted operating
profits were down 2%, including in particular the dispasals within the
RBIUS business Underlying adjusted operating profits, 1 excluding
acquisitions and disposals, were 1% lower Profit performance
across the business I1s described In the Business Review

The overall adjusted operating margin at 25 7% was 0 2 percentage
points lower than in the pnor year, with total costs reduced by 1%

at constant exchange rates Excluding cost reduction from asset
disposals and ¢losures, which had a 0 5 percentage points benefit
to margin, costs ncreased by 3% on an underlying basis Increased
spending on new product development, infrastructure, and sales &
markeating, particularly in the legal businesses, has been offset by
cost actons across the business, Including incremental savings
from the earlier exceptional restructunng programmes

Changes in underlving revenue, cost and profit

MBIAIBAD

Adjusted Adjusted
operating operating
Year to 31 December 2010 Revenue cost profit
Elsevier +2% +1% +4%
LexisNexis +1% +6% -12%
Reed Exhibitions +8% +10% +4%
Reed Business Information -2% -3% +4%
Reed Elsevier — undertying +2% +3% -1% -
Reed Blsevier — total 1% 1% 2% 5
I
The net pension expense was higher at £54m (2009 £42m), %
reflecting lower curtailment credits of £17m (2009 £43m) from =
changes to pension plan design and staff reductions, partly offset by
an increase in the net pensicn financing credit to £26m (2009 £6m)
reflectng the higher market value of scheme assets The share
based and related remuneration charge was £11m (2008 £17m)
Restructunng costs included wathin adjusted operating profit,
1e other than in respect of the exceptional restructunng programme
in RBI and acquisiton integration, amounted to £31m (2009 £21m)
Adusted profit before tax was £1,279m (2009 £1,279m), flat against L
the prior year At constant exchange rates, adjusted profit before tax -
was down 1% 8
j=
o
Reconcikation of adjusted and reparted profit before tax %
2010 2009
Year to 31 December £m £m
Adjusted profit befors tax 1,279 1,279
Amortisation of acquired Intangible assets {349) {368}
Imparment of acquired intangbles and goodwill - {177)
Exceptional restructunng costs 57) (182
Acquisition related costs (50) 48
Reclassification of tax in joint ventures ) 8
Disposals and other non operating tems (46} [32)]
Reported profit before tax 768 435 ®
&
The effective tax rate on adjusted profit before tax at 22 7% was ‘g

similar to the 2008 effective rate The effective tax rate on adjusted
profit before tax excludes movements In deferred taxation assets
and liatdities that are not expected to crystallise in the near term, and
includes the benefit of tax amcrtisation where avallable on acqurred
goodwill and iIntangible assets This more closely aligns with cash tax
costs over the longer term Adjusted operating profits and taxation
are grossed up for the equity share of taxes in jont ventures

The apphicabon of tax law and practice 1s subject to some uncertainty
and prowisions are held in respect of this Issues are raised dunng
the course of regular tax audits and discussions including on the
deductibility of Interest on cross-border financing are ongeing
Although the outcome of open tems cannot be predicted,

no matenal iImpact on results 1s expected from such i1ssues

The adjusted net profit attrbutable to sharehalders of £983m (2009
£982m) was flat compared with the prior year At constant exchange
rates, adjusted net profit attributable to shareholders was down 1%
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Chief Financial Officer's report continued

Cash flows

Adjusted operating cash flow was £1,519m (2009 £1,558m),

down 3% at both reported exchange rates and constant currencies

The small decrease In adjusted operating cash flow at constant

currencies reflects the 2% decrease in adjusted operating profits

at constant currencies The Impact of higher capital expenditure
was largely offset by working caprtal improvements with the rate

of conversion of adjusted operating profits into cash flow very igh

at 98% (2009 99%)

Conversion of adjusted operatmg profit into cash

2010 2009
Year to 31 Decermnber £m £m
Adjusted operating profit 1565 1570
Capital expendrtura 311} (242
Depreciaton and amortisation of
internally developed intangible assets 237 223
Working caprial and other tems 38 7
Adjusted operating cash flow 1,619 1,568
Cash flow conversion rate 98% 99%

Capital expenditure included within adjusted operating cash flow

was £311m (2009 £242m), including £228m (2008 £164m)n

respect of capitalised development costs included within internally
generated mntangible assets The increase from the prior year reflects
increased investment N new products and related infrastructure,

particulary in the LexisNexis legal business

Free cash flow, after interest and taxation, was £1,131m (2009

£1,051m} before exceptional restructunng and acquisrtion related
spend The increase principally reflects the lower than usual taxes

pad because of tax repayments from prior years

Exceptional restnuctunng spend was £99m (2009 £124m) pnncipally
refating to severance and vacant property costs Payments made in
respect of acquisition related costs amounted to £51m (2009 £45m)

prncipally in respect of the ChoicePoint iIntegration Net tax paid
in the year was reduced by £42m (2009 £36m) in respect of

excephonal restructunng and acquisihon related spend

Underlying revenue growth

Underlying adjusted

Free cash flow before dwvidends was £1,023m (2009 £918m)

Ordinary dividends paid to shareholders in the year, bemng the 2008
final and 2010 mtenim dividends, amounted to £483m (2009 £457m)

Free cash flow after dividends was £540m (2009 £481m}

Free cash flow

2010 2008
Year to 31 Decamber Em £m
Adusted operating cash flow 1,818 1,558
Interest paxd (287} {293)
Tax pad (1071) {214)
Free cash flow before excephional spend 1131 1,051
Restructunng expense/acquistion integrabon® (108) (133)
Free cash flow before dnvdends 1,023 918
Ordinary dvidends (483) 457)
Free cash flow post dwvidends 540 461

“Including cash tax rehet/repayments

Funding

Debt

Net borrowings ai 31 December 2010 were £3,455m, a decrease

of £476m since 31 December 2009 after currency translation effects
which increased net borrowings by £77m on the largely US dollar
denominated net debt The significance of Reed Elsevier Group plc's
US operations means that the majonty of debt is denominated in

US dollars Excluding currency translation effects, net debt reduced
by £553m reflecting the strong free cash flow and lirmited acquisition
actvity Exprassed in US dollars, net borrowings at 31 December 2010

were $5,387m, a decrease of $962m since 31 December 2009

Gross borrowings after far value adjustments at 31 December 2010

amounted to £4,302m (2009 £4,706m) The far value of related

denwative assets was £105m (2009 £41m) Cash balances totafled

£742m (2009 £734m)

As at 31 December 2010, after taking into account interest rate
and currency dervatives, a total of 73% of Reed Elsevier's gross

borrowings were ai fixed rates with a weighted average remaning

Iife of 5 3 years and interest rate of 6 0%

operating profit growth

Adjusted operating margin
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Chief Financial Officer's report continued

Spend on acgustions and investments was £55m, including
deferred consideration payable on past acquistions An amount of
£27m was capdalised In the year as acquired intangible assets and
£27m as goodwill Cash tax rehief on certan pror year acquistion
costs amounted to £16m Net cash proceeds less associated
restructuning costs from disposals, including tax repayments of
£34m in respect of pnor year transactions, amounted to £40m

Net proceeds from the exercise of share options were £11m
(2009 £5m) No share repurchases were made by the parent
companies In the year (2009 ni) and no shares of the parent
companies were purchased by the employee benefit trust (2009 ruf)
In 2009, proceeds, net of expenses, from share placings by the
parent companies were £829m

Moverment in net debt

2010 2008
£m £m
Net debt at 1 January (3931} (5,728)
Free cash flow post dwdends 540 461
Acquisitions/disposals
Disposals* 40 3
Acquistions” (39) 44)
Net proceeds from equity placings and share
options exercised " 834
Cther 1 (19)
Currency translation (77} 559
Net debt at 31 December (3.455) (3.931)

“netuding cash tax reletrepayments

The ratio of net debt to adjusted ebutda (earnings before interest,

tax, depreciation and amorhsation) at 31 December 2010 was 19x
{2008 2 2x), and 2 5x (2009 2 9x) on a pensions and lease adjusted
basis Reed Elsewier's target s a ratio of net debt to adjusted ebitda
of 2 0-3 Ox (on a pensions and lease adjusted basis) over the longer
term, consistent with a sold investment grade credit rating

Liquidity

In January 2010, the start date of a new $2 Obn committed
facilty matunng n May 2012 was brought forward and the $2 5bn
commutted facility matunng in May 2010 cancelled In June 2010,
the matunty of the new committed facility was extended to

Term debt maturthies
$m

June 2013, with an option for two further one year extensions This
back up facility providses security of funding for $2 Obn of short term
debt to June 213 Dunng the year, $350m of US term debt matunng
in August 2011 was redeemed early by taking advantage of the
make-whole election

After taking account of the committed bank facilites and avatable
cash resources, no borrowings mature until 2013 and beyond

The strong free cash flow of the business, the available resources
and back up faciites, and Reed Elsevier’s ability to access debt
capital markets are expected to provide sufficient iquidity to repay
or refinance borrowings as they mature

Further details on the treasury policies of the Combined Businesses
are on pages 48 and 49 and in note 18 to the Combined
Fnancial Statements

Capital employed and retums

The capital employed at 31 December 2010 was £11,661m

{2009 £11,918m) after adding back accumulated amortisation
and imparment of acquired intangible assets and goodwill The
decrease of £257m principally reflects asset disposals and strong
cash generaton

The return on average capital employed in the year was 10 8%

(2009 104%) This 1s based on adusted operating profits for the year,
less tax at the effective rate, and the average of the capital employed
at the begnning and end of the year, retranslated at the average
exchange rates, adusted to exclude the gross up to goodwil In
respect of deferred tax habilties established on acquisitions in
relation {0 ntangible assets The increase In the return reflects

the strong cash generation and increased capital efficiency

Currency profile 2010 adjusted profit before tax

Stertng 16%
Euro 35%
Other 9%

US dollar 40%
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Chief Financial Officer's report continued

Accounting policies

The combined financial staternents are prepared in accordance
with International Financial Reporting Standards as endorsed by
the European Unior and as 1ssued by the International Accounting
Standards Board following the accounting policies shown on
pages 90to 96 The most sigmficant accounting policies I
determining the financial concdition and results of the combined
businesses, and those requinng the most subjectve or complex
judgement, relate to the valuation of goodwill and Intangible assets,
share based remuneraticn, penstons, higahon, taxation and property
provisioning Further detall 1s provided In the accounting policies
on pages 94 and 95

Elsevier Reed Finance BV

Structure

Elsevier Reed Finance BV, the Dutch parent company of the Elsevier
Reed Finance BV group (“ERF"), 1s drectly owned by Reed Elsevier
PLC and Reed Elsevier NV ERF provides treasury, finance,
intellectual property and reinsurance services to the Reed Elsevier
Group plc businesses through its subsilanes n Switzerland Elsewvier
Finance SA (“EFSA™, Elsevier Properties SA (“EPSA”) and Elsevier
Risks SA (“ERSA") These three Swiss companigs are organised
under one Swiss holding company, which 1s in turn owned by
Elsevier Reed Finance BV

Activities

EFSA is the pnncipal treasury centre for the Reed Elsevier combined
businesses It s responsible for all aspects of treasury advice and
support for Reed Elsavier Group plc's businesses operating in
Continental Europe, Latin America, the Pacific Rim, India, China

and certain other temtones, and undertakes foregn exchange and
denvatives dealing services for the whole of Reed Elsevier EFSA also
arranges or directly provides Reed Elsevier Group plc businesses
with financing for acquisthons, product development and other
general requirements and manages cash pools, nvestments and
debt programmes on ther behalf

EPSA actively manages intellectual property assets including
trademarks such as The Lancet and databases such as Reaxys
and PharmaPendium In 2010 it continued to strengthen s positon
as a centre of excellence in the management and development of
intellectual property assets ERSA I1s responsible for rensurance
actmties for Reed Eisewier

Return on invested capital

Major developments

In 2010, EFSA was active in renegotiating the terms of Reed
Elsevier's $2 bilion revohing credit faciity, which s avalable to

EFSA It negotiated and adwvised Reed Elsevier Group plc companies
on a number of banking and cash management arrangements in
Continental Europe, in particular 1n the Netherlands and France, as
well as Asia and continued to adwvise on treasury matters, including
nterest, foreign currency and certain other financial exposures

The average balance of cash under management by EFSA in 2010,
on behalf of Reed Hsewer Group plec and its parent companies,
was approximately $0 8 bilkon (2009 $0 4 bilion)

Liabilities and assets

At 31 December 2010, 84% (2009 92%) of ERF's gross assets were
held m US dollars and 15% (2009 79%) in euros, including $8 7 bilion
{2009 $10 0 bilkon) and €0 6 bilion (2009 €0 6 bilion) in loans 1o
Reed Elsewier Group plc subsidianes Loans made to Reed Elsevier
Group pic businesses are funded from equity, long term debt of

$2 2 billon and short term debt of $0 3 bilion backed by committed
bank faciites Sources of long term debt include Swiss domestic
public bonds, bilateral term loans, private placements and
syndicated bank facilites Short term debt 1s pnmanly derived

from euro and US commercial paper programmes
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Chief Financial Officer’s report continued

Parent companies

Change at
2010 2009 constant
Reed Eisevier PLC m £m Change cumencies
Reported net profit 327 185 +68%
Adusted net profit 520 519 0% 1%
Reported eamings per share 27 3p 17 2p +58%
Adjusted sarmings per share 43 4dp 45 9p -5% -6%
Orainary dvdend per share 204p 204p 0%
Reed Elsevier NV €m é€m
Reported net profit 376 218 +72%
Adusted net profit 575 550 +5% -1%
Reported earnings per share €05 €032 +62%
Adjusted samings per share €078 €079 -1% -6%
Ordinary dvdend per share €0412 €0 400 +3%

For the parent companes, Reed Elsevier PLC and Reed Elsevier NV,
adusted earnings per share were respectively down 5% at 43 4p
(2009 45 9p) and 1% at €078 (2009 €0 79) At constant rates of
exchange, the adusted earnings per share of both companies
decreased by 6%

The July 2008 equity placings had a dilutive effect on adjusted
eamings per share of approximately 4% i 2010, taking mto account
the nterest expense saved on the borrowings repaid from the
proceeds of the equity placings and the increase in the average
number of parent company shares i issue (In Juty 2009, Reed
Elsevier PLC placed 109 2m ordinary shares at 405p per share for
proceeds, net of Issue costs, of £435m (€487m) and Reed Elsevier NV
placed 63 Om ordinary shares at €7 08 per share for net proceeds of
€441m (£394m) The numbers of ordinary shares 1ssued represented
9 9% of the 1ssued ordinary share capital of the respective parent
companies prior to the placings)

The reported earnings per share for Reed Elsevier PLC shareholders
was 27 3p (2009 17 2p) and for Reed Elsevier NV shareholders

was €0 51 (2009 €0 32} The increase principally reflects lower
exceptional restructuring charges and no intangible asset and
goodwilhimpaiment in 2010

Reed Elsevier PLC
Adjusted EPS
pence

Reed Elsevier PLC
Ordinary dividend
pence

The equalised final dvidends proposed by the respective boards

are 15 Op per share for Reed Blsevier PLC and €0 303 per share for
Reed Elsevier NV, unchanged and 3% higher respectively compared
with the pror year final dvidends This gves total dnwdends for the
vear of 20 4p {2009 20 4p) and €0 412 (2009 €0 400), unchanged
and up 3% respectively The difference in growth rates in the
equalised dwvidends reflects changes in the euro sterling exchange
rate since the pnor year dmdend announcement dates

Dwidend cover, based on adusted earnings per share and the total
interim and proposed final dvidends for the year, 15 21 times for
Reed Elsevier PLC and 19 bimes for Reed Elsevier NV The dmdend
policy of the parent companies I, subyect to currency considerations,
to grow dvidends broadly in ine with adjusted eamings per share
whilst maintaining dividend cover (being the number of imes the
annual dndend 18 covered by the adjusted earmings per share) of

at least two tmes over the longer term

Reed Elsevier NV
Ordinary dvidend
€

Reed Elsovier NV
Ordinary dividend
€
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Chief Financial Officer's report continued

Treasury policies

The boards of Reed Elsevier PLC and Reed Elsevier NV have
requested that Reed Elsevier Group plc and Elsevier Reed Finance
BV have due regard 1o the best interests of Reed Elsevier PLC

and Reed Eisevier NV shareholders i the formulation of treasury
policies Financial nstruments are used to finance the Reed Elsevier
businessas and to hedge transactions Reed Elsevier's businesses
do not enter nto speculative transactons The man treasury nsks
faced by Reed Elsevier are kquidty nsk, interest rate nsk, foreign
currency nsk and credit nsk The boards of the parent companies
agree overall policy guidelines for managing each of thesa nsks and
the boards of Reed Elsevier Group plc and Elsevier Finance SA
agree policies (n Iing with parent company guidelines) for their
respective business and treasury centres A summary of these
policies Is given below

Capntal and hquidity management

The capral structure 1s managed to support Reed Elsevier's objective
of maximising long-term shareholder value through appropriate
sseurtty of funding, ready access to debt and capital marikets, cost
effective barrowing and flexibility to fund business and acquisition
opportunities whilst mamntaining appropnate leverage to optimise

the cost of capttal

Over the long term Reed Elsevier targets cash flow cornversion

(the proportion of adjusted operating profits converted nto cash) and
credit metnes 1o reflect this aim and that are consistent with a solid
investment grade credit rating  Levels of net debt should not exceed
those consistent with such a rating other than for relatively short
penods of time, for nstance following an acquisthon The pnncipal
metncs utihsed are free cash flow (after interest, tax and dvidends)
to net debt, net debt to ebitda (eamings before interest, taxation,
depreciation and amortisation) and ebitda to net interest and these
metncs are monitored and reported to senior management and the
board representatives on a quarterly basis Cash flow corversion

of 90% or tugher and a net debt to adjusted ebitda target, over the
long term, In the range of 2x to 3x on a pensions and lease adjusted
basis are consistent with the rating target The cash flow conversion
In 2010 was 98% and as at 31 December 2010 net debt to adjusted
ebitda was 2 5x (2009 2 9x) on a pensions and lease adjusted basis

Reed Elsevier's use of cash over the longer term reflects these
objectives through a progressive dvidend palicy, selective acquisitions
and, from tme to tme when conditons suggest, share repurchases
whilst retaining the balance sheet strength te mamntain access to the
mest oost effective sources of bormowang and to support Reed Blsevier's
strategic ambition in evolving publishing and information markets
Reed Elsevier's balance shest was strengthened in 2010 by the
repayment of debt out of free cash flow and this focus on debt
reduction will continue over the next 12 months

The balance of long terrn debt, short term debt and commuitted
bank facilities 15 managed to provide security of funding, taking nto
account the cash generation of the business and the uncertain size
and timing of acquisiton spend  Reed Elsevier mantains a range of
borrowing facitites and debt programmes from a vanety of sources
to fund 1ts requirements at short notice and at competitive rates

The significance of Reed Elsevier Group plc's US operations means
that the majortty of debt 1s denominated n US dollars Policy requires
that no more than $1 5 bifion of tern debt 1ssues should mature

in any 12-month penod In addition, minimurm levels of borrowings
with maturhes over three and five years are specified, depending on
the level of net debt From time to time, Reed Elsevier may redeem
term debt early or repurchase outstanding debt in the open market
depending on market condrions

There were no changes to Reed Elsevier's long term approach to
caprital and iguidity management dunng the year

Interest rate exposure management

Reed Elsevier's interest rate exposure management policy 1s aimed
at reducing the exposure of the combined businesses to changes
N Interest rates The proportion of Interest expense that s fixed on
net debt 1s determined by reference to the level of net Interest cover
Reed Elsevier uses fixed rate term debt, interest rate swaps, forward
rate agreements and interest rate options to manage the exposure
Interest rate denvatives are used only to hedge an undertying nsk
and no net market posttions are held

After talung into account imerest rate and currency denvatives,

at 31 December 2010 interest expense was fixed on an average of
£3 0 bilhon of forecast debt for the next 12 months This fixed rate
debt reduces to £2 G bilhon by the end of 2013 and reduces further
thereatter with all but £0 4 billion of fixed rate term debt (not swapped
to floating rate) having matured by the end of 2019

At 31 December 2010, fixad rate term debt (not swapped to fioating
rate) amounted to £2 5 bilion (2008 £2 7 bilion) and had a weighted
average Ife remaining of 6 4 years (2009 6 9 years) and a weighted
average interest rate of 6 4% (2009 6 4%) Interest rate denvatives

In place at 31 December 2010, which fix the interest cost on an
additional £0 6 bilhion (2009 £0 8 billion) of vanable rate debt,

have a weighted average matunty of 11 years (2009 17 years)

and a weighted average interest rate of 4 2% (2009 4 2%)
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Chief Financial Officer's report continued

Foreign currency exposure management

Translation exposures anse on the earmings and net assets of
business operations n countnes other than those of each parent
company These exposures are hedged, to a significant extent,

by a policy of denominating borrowings i currencies where
significant translation exposures exist, most notably US dollars
Currency exposures on {ransactions denominated in a foreign
currency are required to be hedged using forward contracts

In addition, recurnng transactions and future investment exposures
may be hedged, in advance of becoming contractual The precise
policy differs according 1o the specific crcumstances of the
indvidual businesses Highly predictable future cash flows may

be covered for transachons expected to occur dunng the next

12 months (50 months for Elsevier science and medical subscnphon
businesses) within Imits defined according to the period before the

transaction 1s expected to become contractual Cover takes the form

of foreign exchange forward contracts

As at 31 December 2010, the amount of outstanding foreign exchange

cover against future transactions was £11 billion (2009 €10 bilon)

Credrt nsk

Reed Elsevier has a credit exposure for the full principal amount

of cash and cash equivalents held with Indmdual counterparties

In addition, it has a credit nsk from the potential non performance by
counterparties to financial instruments, this credit nsk normally being
restricted to the amounts of any hedge gan and not the full pnncipal
amount being hedged Credit nsks are controfled by monitoring the
credit qualtty of counterparties, prncipally icensed commercial
banks and invesiment banks with strong long term credit ratings,
and the amounts outstanding with each of them

Reed Blsevier has treasury policies in place which do not allow
concentrations of nsk with Indmdual counterparties and do not
allow significant treasury exposures with counterparties which are
rated lower than A/A2 by Standard and Poor's, Moody's or Fitch
At 31 December 2010, cash and cash equivalents totalled £742
rmillon, of which 97% was held with banks rated A+/A1 or better

Mark Armour
Chief Financial Officer

Key performance measures

Reed Elsevier uses a range of performance ndicators
to help measure ts development aganst strategy

and financial objectives These indicators are integrated
into the annual reports and are shown within the
following sections

Chief Executive Officer's report
(pages 610 7}

Business Review
(pages 8 to 37}

Corperate responsibility
(pages 38 to 41)

Chief Ainancial Officer’s report
(pages 42 to 49)
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Principal risks

Reed Elsevier has established nsk management practices that are embedded into the operations of the busnesses, based on the framework
n internal control issued by the Committee of Sponsoring Organisations of the Treadway Commission (COSO) The principal nsks facing
Reed Elsevier, which have been considered by the Audit Committees and Boards, are described below It 1s not possible to identify every

nsk that could affect our businesses, and the actions taken to mitigate the nsks described below cannot provde absolute assurance that
arnisk will not materialise and/or adversaly affect our business or financial performance Qur nsk management and internal control processes
are descnbed in the Structure and Comporate Governance section A descnption of the business and a discussion of factors affecting
performance 1s set cut In the Business and Financial Review and our financial nsks are discussed in the Chief Financial Cfficer’s report

and in note 18 to the combined financial statements of Reed Elsewier Important specific nsks that have been identified include

Risk

Mitigation

Economy and market conditions

Demand for our prociucts and services may be impacted by
factors beyond our control such as the economic environment
In the US and ather major economies, and government funding

Cur businesses are focused on professional markets which have
generally been more resilient in penods of economic downtum

Wae dehver information solutions, many on a subscnpton basis,
which are important to our customers' effectiveness and efficiency

Customer acceptance of products

Reed Hsevier's businesses are dependent on the contnued
acceptance by our customers of our products and services
and the value placed on them

We are focused on the needs and economics of our customers
and seek to provide content and Innovative solutions that help
them achieve better outcomes and enhance productmty

Competition

Our businesses operate In highly competiave markets

These markets continue to change tn response to technological
innovations, changing legislation, regulatory changes, the entrance
of new competrtors and other factors

To remain competitive we continuously invest significant
resources In our products and services, and the infrastructure
1o support them We gan insights into our markets, evolving
customers’ needs and opportunities, the potential applcation
of new technologies and business models, and the actons of
competitors, and these insights inform our market strategies
and operatanal prionties

Technology failure

Reed Elsevier's businesses are ncreasngly dependent

on electronic piatforms and networks, primanly the internet,
for detivery of products and services QOur businesses could
be adversely affected if ther electronic delivery platforms
and networks expertence a significant falure, interruption,
or secunty breach

We have established procedures for the protection of our
technology assets These include the development of business
continuity plans, including IT disaster recovery plans and back-up
delivery systems, to reduce busingss disruptton in the event of

a major technology fallure

Data security

Cur busingsses mantan databases and information onhne,
ncluding persona! information, and could be adversely affected

if these expenence a breach in secunty or if we fall to comply with
applicable legislation or regulatory or contractual requirements
governing such databases and information

We have established data privacy and secunty programmes

We test and re-evaluate our procedures and controls with the aim
of ensunng that personal data is protected and that we comply
with relevant legislation, regulatory and contractual requirements

Intellectual property nghts

Cur products and services are largely compnsed of intellectual
property content delivered through a vanety of media We rely on
trademark, copyright, patent and other intellectual property laws
to establish and protect our propnetary nghts in these products
and services There Is a risk that our propnetary nghts could be
challenged, imted, nvalidated or crcurnvented

We actively engage in developing and promating the legal
protection of intellectual property nghts I our businesses,
subscrption contracts with customers contamn provisions as to
the use of propnetary content We are also vigilant as to the use
of our content and, as apprepriate, take legal action to challenge
tlegal distibution sources
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Principal risks continued

Risk

Mitigation

Data sources

A number of our businesses rely extenswvely upon content and
data from extemnal sources Data is obtained from public records,
governmental authornties, customers and other information
companies, Including competitors The disruption or loss of data
sources in the future, because of changes in the faw or because
data suppliers decide not to supply them, could adversely affect
our business If we were unable to arrange for substitute sources
in a himely manner or at all

We seek as far as possible to have propnetary coritent

Where content 1s suppled to us by third parties, we seek

to have contracts which provide mutual commercial benefit
We also maintain an active dialogue with regulatory authonties
on privacy and other data related 1ssues, and we promote,
with others, the responsible use of data

Paid subscnptions

Our scientific, techrical and medical (STM) pnmary publications,
like those of most of our competitors, are published on a paid
subscnpton basis There has been continuous debate in the
government, academic and library communibies, which are the
prnapal customers for our STM publicatons, regarding whether
such pubhications should be funded instead through fees charged
to authors and from governmental and cther subsicies or made
freely avallable after a penod followang publicanon |f these
methods of STM pubiishing are widely adopted or mandated,

it could adversely affect our revenue from paid subscnphon
publications

We engage extensively with stakeholders in the STM community
to better understand ther needs and deliver value to them

While we adopt a number of publishng models and continue

to expenment, through the principal paid subscription model

we encourage the submissicn of research output by scientists
without the penalty of publistung cost We focus on the ntegnty
and quality of research through the editonal and peer review
process, we invest In efficient editonal and distribution platforms
and i innovaton in platforms and tools to make content and
data more accessible and actionable, and we ensure viglance
on plagiarism and the tong termn preservation of research findings

Supply chain dependencies

Our organisational and operational structures have increased
dependency on cutsourced and offshored functions The fallure
of thurd parties tc whom we have outsourced actvities could
adversely affect our business performance, reputation and
finarcial conditron

Wa select our vendors with care and establish service level
agreements that we closely monitor, including through key
performance indicators We also have developed business
continurty plans to reduce disruption in the event of a major
falure by a vendor

Pensions

We operate a number of pension schemes around the world, the
largest schemes being of the defined benefit type in the UK, the
US and the Netherlands The assets and obligations associated
with defined benefit pension schemes are particularly sensitive
to changes n the market values of assets and the market related
assumptons used to value scheme habihes

Further nformation on nsks associated with defined benefit
pensions schemes is set out in note 5 10 the Reed Blsevier
combined financial staternents

We have well established professional management of our pension
schemes and we focus on maintaining appropnate asset allocation

and plan designs We review our funding requirements on a regular

basis with the assistance of independent actuanes and ensure that
the funding plans are sufficient to meet future labilities
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Principal risks continued

Risk

Mitigation

Tax

QCur businesses operate worldwide and our earnings are subject

to taxation in many diffenng junsdictions and at diffenng rates

We seek to orgarise our affarrs in a tax efficient manner, taking
account of the junsdictions in which we operate However, 1ax laws
that apply to Reed Elsevier businesses may be amended by the
relevant authorities or interpreted differentty which could adversely
affect our reported results

We have clear and consistent tax policies and tax matters are
dealt with by a professional tax function, supported by external
tax advisors We maintain an open dialogue with the relevant
tax authonties and are wiglant in ensunng that we comply with
tax legislation

Acquisitions

We cften acquire businesses to reshape and sirengthen our
portfolic If we are unable to generate the anticipated benefits such
as revenue growth, synergies and/or cost savwngs associated with
these acquisitons this could adversely affect cur reputation and
financial condition

Qur acquismons are made within the framework of our overall
strategy We have a well formulated process for reviewing and
executing acquisttions and for managing the post acquisition
integration This process 1s underpinned with clear strategic and
financial acquisition criterta We closely monitor the performance
of acquisitions

Treasury

The Reed Elsevier combined financial statements are expressed
1N pounds sterling and are subject to movements m exchange
rates on the translation of the financial information of businesses
whose operational currencies are other than stering The US 1s our
most important market and, accordingly, significant fluctuations

in the US dollar exchange rate could significantly affect our
reported results

Macraeconomic, poliical and market condrtions may also
adversely affect the avalability of short and long term funding,
volatiity of interest rates, currency exchange rates and inflation

The main treasury risks faced by Reed Elsevier are lquidity nsk,
mnterest rate nsk, foreign currency nsk and credrt nsk

Reed Elsevier’s approach to fundng and management of interest
rate and forexgn currency exposures 15 descrbed on pages 48
and 49 The approach to the management of financial risks 1s
described in note 18 to the combined financial statements

Ethics

Qur businesses operate around the world and we have over
30,000 employees A breach of generally accepted ethical
business standards could adversely affect our business
performancs, reputation and financial conditton

Our Reed Elsevier Code of Ethics and Business Conduct i1s
provided to every employee and 1s supported by training on
specific topics It encompasses such topics as fair competition,
anti-bnbery and human nghts and ¢ encourages open and
principled behavicur We also have well established processes
for reporting and investigating unsthical conduct

Our approach to managing ethical nsks 1s set out n our Corporate
Responsibiity Report available at www reedelsevier comver10

Environmental

Reed Elsevier and iis businesses have an impact on the
environment, principally through the use of energy and water,
waste generation and, i our supply chan, through our paper
use and pnnt and production technologies

We are committed o reducing these impacts by imiing resource
use whenever possible and by efficientty employing sustainatle
materals and fechnologies We require our suppliers and
contractors to meet the same objectives We seek to ensure

that Reed Elsevier's businesses are compliant with all refevant
emvironmental regulation

Our approach to managing environmental nsks 1s set
out In our Corporate Responsibiity Report available at
www reedelsevier com/cr1Q
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Executive Directors

1 Enk Engstrom (47)

(Swedish) Chief Executive Officer since 2009 Joined Reed Elsevier
as Chief Executve Ofiicer of Elsewier n 2004 Prnor to joning Reed
Bsevier was a partner at General Atlantic Partners Before that was
president and chief operating officer of Random Houss Inc and,
before ts merger with Random House, president and chief executive
officer of Bantam Doubleday Dell, North Amenca Began his career
as a consuttant with Mckinsey Served as a non-executive drector
of Erwro AB and Svenska Cellulosa Aktiebdlaget SCA Holds 2 BSc
from Stodkholm Schodl of Economics, an MSc from the Royal
Institute of Technology N Stockhalm, and ganed an MBA from
Harvard Busness School as a Fulbnght Scholar

2 Mark Armour (56)

{Briish) Chief Financial Officer since 1996 Non-executive director
of SABMiller pic Prior 1o yoining Reed Blsevier as Deputy Chuef
Financial Officer In 1995, was a partner in Price Waterhouse
Holds an iMA in Engneenng from Cambndge University and
qualfied as a Chartered Accountant

Non-Executive Directors

3 Anthony Habgood (64) me ¢

(Briishy Appointed Charmman 2008 Charrmnan of Whitbread plc

Was charman of Bunz pic and of Moinlycke Healthcare Limited and
served as chief executive of Buna plc, chief executive of Tootal Group
plc and a director of The Boston Consuthng Group Inc He has also
been a non-executive director of Geest plc, Marks and Spencer plc,
National Westminster Bank plc, Powergen pke, and SVG Capital plc
Holds an MA in Economics from Cambndge Universiy and an MS

in Industnal Administration from Camegie Mellon University Heis
awisiting Fellow at Oxford University

4 Mark Eliott (61) me e

{Amencan) Appointed 2003 Chairman of the Remuneration Committee
Chairmnan of QinetiQ Group plc and a non-executive director of G4S plc
Until hus retrerment in 2008, was general manager IBM Global Solutions,
having held a number of posiions with IBM, including managing
director of IBM Europe, Middle East and Afnca.

5Lisa Hook (52) a ¢

{Amencan) Appointed 2006 President and chief executve officer of
Neustar Inc A director of The Ocean Foundation Was president and
chief executve officer at Sun Rocket Inc Before that was president

of AOL Broadband, Premiurn and Developer Services Pnor to joining
AOL, was a fourding partner at Brera Capital Partners LLC Previously
was chiel operating officer of Time Wamer Telecommunications

Has served as semor adwvisor to the Federal Communicabions
Comemission Chairman and a senor counsel to Viacom Cable

Beand Committee Membership

& Audt Committees Reed Elsewer Group pic Reed Elsewver PLC and Read Bsevmer NV
® Remunerabion Committes Read Elseer Group pic

@ Nomnavons Commuttee jont Reed Bisever PLC and Reed Elsavier NV

& Corporate Governancs Gommittes jout Reed Bsewer PLC and Read Elseviar NV

6 Marike van Lier Lels (51) «

({Outch) Appointed January 2010 Member of the supervisory boards of
KPN NV, USG People NV, TKH Group NV and Maersk BV A member
of the audit committee of the Algemene Rekenkamer and of vanous
Dutch governmental acvisory boards Was executive vice president and
chief operating officer of the Schiphadl Group Pnor to joining Schiphol
Group, was a member of the executve board of Deutsche Post Euro
Express and held vanous senior posions with Nedlloyd

7 Robert Polet (55)me

(Outch) Appointed 2007 President and chief executve officer of
Guca Group Non-executive director of Wildemess Holdings Limsted
Spent 26 years at Undever working in a vanety of marketng and
senior executive positions throughout the wordd including president
of Uniever's Worldwide Ice Crearm and Frozen Foods division

8 David Reid (64) aue ¢

(British) Appointed 2003 Senior Independent director Non-executve
chamman of Tesco PLC, having previously been executive deputy
chaiman untl December 2003, and finance director from 1385 to 1997
Chaiman of Kwik-Fit and previously a non-executive director of De Vere
PLC, Legal & General Group plc and Westbury PLC

9 Lord Sharman of Redlynch OBE (67) as ¢

(Brtish) Apponted 2002 Served as Chairman of the Audit Committee
untl August 2010 Non-executive charman of Avva PLC and a
non-executive director of BG Group pic Member of the House of
Lords since 1999 Was chaman of KPMG Worldwide until 1939,
having joned KPMG In 1966 Previous non-executive directorships
include chaman of Aegis Group pic, deputy chaman of G4S plc,
Young & Co's Brewery plc, AEA Technology ple, and member of the
supervisory board of ABN AMRO Holding NV

t0Benvander Veer(59) aee

{Dutch) Apponted 2008 Chaiman of the Audit Comimittee from August
2010 Member of the supervisory boards of AEGON NV, TomTom NV,
Siemens Nederland NV and Koninklike FrieslandCampina NV Was
charman of the executive board of KPMG in the Netherlands and a
member of the management committea of the KPMG Intemational
board untl his retirement in 2008, having joined KPMG In 1976

Both of the executve directors are drectors of Reed Elsever Group pic and Reed Blsewer PLC
andd mermbers of the Executve Board of Reed Elsgwer NV

Mra van Lier Lels 15 a member of the Superssory Boar of Raed Elsavier NV Al of the other
non-axacutive directors ane creciors of Read Elsewer Group pic anxi Reed Elsever PLC and
members of the Supervsory Board of Reed Elsever NV
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Structure and corporate governance

Corporate structure

Reed Elsevier was created in January 1893, when Reed Elsevier PLC
and Reed Elsevier NV contnbuted ther business to two jointty owned
companies, Reed Elsevier Group plc, 2 UK registered company
which owns the publishing and informaton businesses, and Elsevier
Reed Finance BY, a Dutch registered company which owns the
financing actvities Reed Elsevier PLC and Reed Elsevier NV have
retaned therr separate legal and national identiies and are publicly
held companies Reed Elsevier PLC's securities are listed in London
and New York, and Reed Elsevier NV's secunties are histed in
Amsterdam and New York Following the merger of therr respective
businesses, Reed Blsevier PLC and Reed Eisevier NV entered into

a Goveming Agreement to regulate therr relationship, including the
economic interests of the parties and the composition of therr boards
and those of Reed Elsevier Group plc and of Elsevier Reed Finance
BV, as further referred to below

Equalisation arrangements

Reed Elsevier PLC and Reed Elsevier NV each hold a 50% interest
In Reed Elsevier Group plc Reed Elsevier PLC holds a 39% mnterest
in Elsevier Reed Finance BY, with Reed Elsevier NV holding a 61%
nterest Reed Elsewier PLC addiionally holds a 5 8% indirect equity
interest In Reed Elsevier NV, reflecting the arrangements entered
into between the two companies at the time of the merger, which
determined the equalisation ratio whereby one Reed Elsevier NV
ordinary share 1s, in broad terms, intended to confer equivalent
economic interests to 1538 Reed Blsevier PLC ordinary shares
The equalisation ratic 15 subject to change to reflect share splits
and similar events that affect the number of outstanding ordinary
shares of either Reed Elsevier PLC or Reed Elsevier NV

Under the equalisation arrangements, Reed Elsevier PLC
shareholders have a 52 9% economic interest In the Reed Elsevier
combined businesses, and Reed Elsavier NV shareholders

{other than Reed Elsevier PLC) have a 47 1% economic interest

m the Reed Elsevier combined businesses Holders of ordinary
shares In Reed Elsevier PLC and Reed Elsevier NV enjoy
substanirally equivalent dividend and capital nghts with respect

to therr ordinary shares

have agreed, other than in special crcumstances, to recommend
equivalent gross dvidends (including, with respect to the dwidend
on Reed Blsevier PLC ordinary shares, the associated UK tax credit)
based on the equaksation ratio A Reed Elsevier PLC ordinary share
pays dvidends in stering and 1s subject to UK tax law with respect
to dividend and caprtal nghts A Reed Elsevier NV ordinary share
pays dvidends in euros and 1s subject to Dutch tax law with respect
to dvdend and capital nghts The exchange rate used for each dmdend
calculation 1s the spot euro/sterling exchange rate, averaged over a |
period of five consecutive business days commencing on the tenth |
business day before the announcement of the proposed dwidend

The boards of both Reed Elsevier PLC and Reed Elsevier NV

Compliance

Compliance with codes of best practice

The boards of Reed Elsevier PLC and Reed Elsevier NV have
implemented standards of corporate governance and disclosure
policies apphcable to companies hsted on the stock exchanges
of the United Kingdom, the Netherlands and the United States
The effect of thisis that a standard applying to one will, where not
in conflict, also be observed by the other

The boards of Reed Elsevier PLC and Reed Elsevier NV (which
compnses an Executive Board and a Supervisory Board, together
the Combined Board) support the principles and provisions

of corporate governance contaned in the Combined Code on
Comorate Govemance 1ssued by the Financial Reporting Council

n June 2008 (the UK Code) and those contained in the Dutch
Corporate Govemance Code 1ssued in Decernber 2008 (the Dutch
Code) The pninciples and provisions set out in the UK Code and
the Dutch Code have applied throughout the financial year ended
31 December 2010 Reed Bisevier PLC, which has ts pnmary isting
on the London Stock Exchange, has complied throughout the year
with the UK Code Reed Elsevier NV, which has its pnmary iisting on
the Euronext Amsterdam Stock Exchange, has complied throughout
the year with the UK Code, and subject to lmited exceptions as
explained in the Reed Bsevier NV Report of the Supervisory Board
and the Executive Board on pages 166 to 169, has applied the

best practice provisions of the Dutch Code The ways in which
Reed Elsevier PLC and Reed Elsevier NV have applied the main
prnciples of the UK Code are descnbed below For further
information on the application of the Dutch Code by Reed Elsevier
NV, see the Corporate Governance Statement of Reed Elsevier NV
published on the Reed Elsewvier website, www reedelsevier com

New UK Corporate Governance Code

In May 2010 the Financial Reporting Council issued The UK
Corporate Governance Code (the New UK Code), which replaces
the UK Code for financial years beginning on or after 29 June 2010
The New UK Code will, therefore, apply to Reed Elsevier in respect
of the financial year beginning 1 January 2011 It 1s the intention of
the boards to comply with the New UK Code and in accordance with
its recommendation, all directors will seek annual re-election at the
respective Annual General Meetings of Reed Elsevier PLC and Reed
Elsevier NV commencing from the meetings to be held in Apri 2011

Reed Elsevier PLC and Reed Elsevier NV participate in regular
dialogue with mstrtutional shareholders Presentations are made by
the Chairman, Chief Executive Officer and Chief Financial Officer
followang the announcement of the intenm and full year results and

|
\
|
Relations with shareholders
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these arg simultaneously webcast Two investor seminars on specific
areas of the business are currently planned for 2011 and these wll
also be webcast The Chief Executive Officer, the Chief Financial
Officer and the investor relations tearm meet institutional shareholders
on a regular basis and the Charman also makes tumself avalable to
major institutions as appropnate A trading update 1s provided ahead
of the Annua! General Meetings of the two comparnies and towards
the end of the financial year through Intenm Management Statements
The mtenm and annual results announcements and presentations,
together with the Intenm Management Statements, Investor seminar
presentatons and other important announcements and corporate
governance documents conceming Reed Elsevier, are published on
the Reed Elsevier website, www reedelsevier com In accordance
with the provisions of the Dutch Code, Reed Blsevier NV has adopted
& bilateral shareholder contact pohicy, which 1s also published on the
Reed Elsevier website The boards of Reed Elsevier PLC and Reed
Elsevier NV commission penodic reports on the attitudes and views
of the companies’ instituttonal shareholders and the results are the
subject of formal presentations to the respective boards

Both Reed Elsevier PLC and Reed Elsevier NV offer e-voting
facities in relation to proxy votng at shareholder meetings The
Annual General Meetings provide an opporturity for the boards

to communicate with indnadual shareholders The Chawrman, the
Chief Executive Officer, the Chief Financial Officer, the chairmen

of the board committees, other directors and a representative of the
external audrtors are avallable to answer questions from shareholders

Board induction and information

On appontment and as required, directors recenve traming appropnate
to therr level of previous expenence This includes the provision of

a tallored induchon programme so as to provide newly apponted
drectors with information about the Reed Elsevier businesses and
ather relevant information to assist them in performing therr dutres
Non-executive directors are encouraged to wisit the Reed Elsevier
businesses to meet management and senior staff

All directors have full and timely access to the information required
to discharge ther responsibilites fully and efficiently They have
access to the services of the respective company secretanes, other
members of Reed Hsevier's management and staff, and external
advisors Drrectors may take independent professional advice n

the furtherance of thair duties, at the relevant company's expense

In addtion to scheduted board and board committee mestings

held dunng the year, directors attend many other meetings and

site vists Where a director 1s unable to attend a board or board
commitiee meeting he or she 1s provided with all relevant papers
and mnformation relating to that meeting and s able to discuss issues
ansing with the respective Charrman and other board members

Board evaluation

Dunng the year the Corporate Governance Committee assessed
the performance of ndmdual directors and, led by the serior
independent director, also assessed the performance of the
Chairman Using questionnarres completed by all directors, the
Commitiee reviewed the functioning and constitution of the boards
and therr committees Based on these assessments and on the
board effectiveness review, the Committee believes that the
performance of each director continues to be effective and that they
demenstrate commitment to their respective roles in Reed Elsevier
The Committee currently envisages intiating an independent
evaluation of the boards and ther commitiees in 2011

The boards

The board of Reed Elsevier PLC, the Combined Board of

Reed Elsevier NV and the board of Reed Elsewier Group ple are
harmonised All of the directors of Reed Elsevter Group plc are

also directors of Reed Blsevier PLC and are a member of either

the Executive Board or the Supervisory Board of Reed Blsevier NV
Reed Elsevier NV may nominate for appointment to the Supervisory
Board two directors who are not appointed to the boards of either
Reed Elsevier PLC or Reed Elsevier Group plc Marike van Lier Lels
was appointed to the Reed Elsevier NV Superwsory Board in
January 2010, in succession to Dien de Boer-Kruyt who retired at
the conclusion of the Reed Hsevier NV Annual General Meeting in
Apnl 2010 The names, nationality and biographical details of each
drrector at the date of this report appear on pages 54 and 55

The boards of Reed Elsevier PLC, Reed Elsevier NV, Reed Elsevier
Group plc and Elsevier Reed Finance BV each compnse a balance
of executive and non-executive directors who bnng a wide range of
skills and expenence to the deliberations of the boards The boards
review the independeance of the non-executive directors every year,
based on the crnitena for ndependence set out In the UK Code

The UK Code does nct consider the Charman to be independent
due to the unique role the Chairman has in corporate governance
Notwithstanding this, Anthony Habgood met the iIndependence
critena contamned in the UK Code when he was appointed Chairman
n 2009 The boards consider all non-executive directors [other than
the Charrman) to be independent of management and free from any
business or other relationship which could matenally mterfere with
therr ability to exercise independent judgement Lord Sharman, who
was appointed as a non-executive drector of Reed Elsevier PLC in
January 2002, and a member of the Reed Elsevier NV Supervisory
Board n Apnl 2002, will retire from the respective boards at the
conclusion of the Reed Elsevier NV and Reed Elsevier PLC Annual
General Meetings in Apnl 2011 The boards have determined that
Lord Sharman remains ndependent in character and judgement
despite having served on the board of Reed Elsevier PLC for more
than nine years, there are also no relatonships or circumstances
which are lkely to affect his Independent judgement

The boards of Reed Elsevier PLC and of Reed Elsevier NV have
apponted David Reid to act as senior ndependent director, who

1s avallable to meet with institutional shareholders and assist in
resoing concems N cases where alternative channels are deemed
nappropriate The senior independent director also leads the annual
assessment of the funchoning and performance of the Charman of
Reed Elsevier PLC/Chairman of the Supervisory Board of Reed
Elsevier NV A profile, which identifies the skills and experience of
the non-executive directors of Reed Elsevier PLC and the members
of the Supervisory Board of Reed Elsevier NV, 1s avallable on the
Reed Elsevier website, www reedelsevier com

Reed Elsevier PLC and Reed Elsevier NV shareholders maintain
ther nghts to appoint indmduals to the respective boards In
accordance with the provisions of the Articles of Association of
these companies Subject to this, no indmdual may be apponted
to the boards of Reed Hsevier PLC, Reed Elsevier NV (either of the
Executive Board or the Supervisory Board) or Reed Hsevier Group
plc unless recemmended by the joint Nominations Committea
Members of the Committee abstain when ther own re-appointment
15 being considered
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Board attendance

Reed Elsevier PLC

Reed Elsevier NV Reed Elsevier Group plc

Date of Number of Number of Number of

appaintment meetings Number meetings Number meetings Number of

{cassation) held whiist of meetings held whilst of meetings held whilst meetngs

Members dunng the year a dwector attended a dwector attended a dwector attended
Mark Armour 6 5 [¢] 5 7 6
Dien de Boer-Kruyt {Apnl 2010} n/a n/a 2 1 n/a n/a
Mark Elliott 6 5 6 5 7 6
Enk Engstrom 5] 6 [ 6 7 7
Anthony Habgood 6 6 6 6 7 7
Lisa Hook 6 ] [ 5 7 6
Manke van Lier Lels January 2010 n/a n/a 6 5 n/a nfa
Rabert Polet 8 5 B 5 7 5}
Andrew Prozes {Decamber 2010) 6 4 6 4 7 5
David Reid <] 4 B8 4 7 5
Lord Sharman [} 4 6 4 7 4
Ben van cer Veer 3] 6 B 3] 7 7

As a general rule, letters of appointment in respect of non-executive
directors of Reed Elsevier PLC and members of the Supervisory
Board of Reed Elsevier NV prowide that indmduals will serve for an
intial term of three years, and are typically expected to serve two
three-year terms, although the boards may invite an indvidual to
serve for an addional pencd of three years

The respective Articles of Association of Reed Elsevier PLC and
Reed Elsevier NV provide that all directors shoutd be subject to
retrement at least every three years and are then able to make
themselves availabla for re-election by shareholders at subsequent
Annual General Meetings Notwithstanding the prowisions of the
said Articles of Association, the boards intend to compty with the
recommendations contained in the New UK Code, and all directors
will seek re-election by shareholders annually, commencing with
the Annual General Meetings to be held in Apnl 2011

Board changes

Changes dunng the year in the composition of the boards of

Reed Elsevier PLC, Reed Elsevier NV and Reed Elsavier Group plc
are noted in the table above

Based on recommendatons from the Nominabhons Committes,
Manke van Lier Lels was appointed a member of the Reed Elsevier
NV Supervisory Board in January 2010 Mrs Van Lier Lels has
extensve business and international experience, along with specific
knowledge of employee related matters in the Netherlands Mrs de
Boer-Kruyt retired from the Reed Elsevier NV Supervisory Board in
Apnl 2010 Mr Prozes retired as an executive director of the boards
on 31 Decermber 2010

Lord Sharman will retire from the boards at the conclusion of the
Reed Elsevier NV and Reed Elsevier PLC Annual General Mestings
n Apnl 2011, and will not seek re-election In accordance with the
recommendation in the New UK Code, all other directors will retire
from the boards at the respective Annual General Meetings and,
being eligible, they will offer themselves for re-election Taking into
account the assessment by the Corporate Govermnance Committee
of the qualffications, performance and effectiveness of each
ndwictual director seeking re-election, the boards have accepted

a recommendation from the Nominatons Committee that each
drrector be proposed for re-election at the Annual General Mesting
of the respective company

The boards, in conjunchon with extemal recrutment consultants, have
been conducting a search for a sutable candidate as a non-executive
director and, on the recommendation of the Nominatons Committes,
Adnan Hennah will be proposed for appointment as a non-executive
director of Reed Elsevier PLC and as a member of the Supervisory
Board of Reed Elsevier NV at the Resd Elsevier PLC and Reed Elsevier
NV Annual Generat Meetings in Apnl 2011 Mr Hennah was appointed
chief financial officer of Smith & Nephew plc tin 2006 He has over

25 years' expenence In finance and operations in the medical devices,
technology and pharmaceutcals ndustnes, and will bang highly
relevant expenence to the board discussions Subject to his
appointment at the Annual General Meetings, he will 2lso be appointed
a non-executve director of Reed Elsevrer Group plc and a member
of the Audit Committees and of the Corporate Govemance Committee

Elsevier Reed Finance BV has a two-tier board structure
compnsing a Supervisory Board and a Management Boarg The
Supervisory Board consists of Rudolf van den Brink {Chairman),
Mark Armour, Ben van der Veer and Manke van Lier Lels, with the
Management Board consisting of Jacques Billy, Gerben de Jong
and Jans van der Woude Appomniments to the Supervisory Board
and the Management Board are made by Elsevier Reed Finance
BV's shareholders, in accordance with the company’s Articles

of Association

Date of Number of

appontment meetings Number of

(cassation) held whilst meetings

Members dunng the year a direcior attended

Mark Armour 3 3

Jacques Billy 3 3

Dien de Boer-Kruyt {Apnl 2010} 1 1

Rudoif van den Bank 3 3

Gerben da Jong 3 3

Marke van Lier Lels February 2010 2 2

Ben van der Veer Febuary 2010 2 2

Jans van der Woude 3 3
Board committees

In accordance with the pnnciples of good corporate governance,
the following commitiees have been establshed by the respective
hoards All of the committees have written terms of reference, which
are published on the Reed Elsewvier website, www reedelsevier com
Membership of each committee dunng the year 1s set out on page 59
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Audit Commuittees: Reed Elsevier PLC, Reed Elsevier NV and
Reed Elsevier Group plc have established Audit Committees

The Committees compnse only non-executive directors The
Committees have been chared by Ben van der Veer since August
2010, having previously been chaired by Lord Sharman A report
of the Audit Commuttees, setting out therr role and man actviies
dunng the year, appears on pages 81 to 84

Numiber of

meetngs
held whilst a Number of
Commitiee meetngs
Members member attended
Lisa Hook 5 5
Dawd Reid S 5
Lord Sharman 5 4
Ben van der Veeer S 5

The functions of an audit committee In respect of the financing
actvihes are camed out by the Supervisory Board of Elsevier
Reed Finance BY

Remuneration Commuttee: Reed Elsevier Group plc has
established a Remuneraton Committee, which 1s responsible for
determining the remuneration for the executive directors of Reed
Elsevier Group pic, Reed Elsevier PLC and Reed Elsevier NV The
Committee compnises only non-executive drectors, and 1s chared
by Mark Hiiott A Directors’ Remuneration Report, which has been
approved by the boards of Reed Elsevier Group plc, Reed Elsevier
PLC and Reed Elsevier NV, appears on pages 62 to 80 This report
also serves as disclosure of the directors’ remuneration policy, and
the remuneration and interests of the directors in the shares of the
two parent companies, Reed Elsevier PLC and Reed Elsevier NV

Number of

meebngs
Date of held whist a Number of
ent Committee meotngs
Members dunng the year member attended
Mark Elliott 5] <]
Anthony Habgood January 2010 B 6
Robert Polet 8 8
Davd Red 8 5

Nominations Committee. Reed Elsevier PLC and Reed Elsevier
NV have established a joint Nominations Commuttee, which

provdes a formal and transparent procedure for the selection

and appomtment of new directors to the boards The Comimittee
compnses only non-executive directors, and 1s chared by Anthony
Habgood The Committee's terms of reference mnciude assunng
board succession and making recommendations to the boards of
Reed Elsevier PLC, Reed Elsewier NV and Reed Elsevier Group plc
conceming the appontment or re-appointment of directors to,

and the retirement of drectors from, those boards In conjunction
with the Reed Eisevier Group plc Remuneration Committee

and external consuitants, the Committes 1s also responsitle for
developing proposals for the remuneration and fees for new directors
In recommending appointments to the Reed Elsevier PLC and

Reed Elsevier NV Boards, the Committee considers the knowledge,
expenence and background of indmdual directors and has regard to
dversity In respect of the Supervisory Board as a whole, it also has
regard to the profile adopted for the constitution of the Supervisary
Board (see www reedelsevier com}

Nurmber of
meetngs
held whilst a
Committee
member

Number of
meetings
attended

5

Members

Mark Ethott
Anthony Habgood
Dawvid Reid

Lord Sharman

5
5
3

h oo

Ben van der Veer was appointed a member of the Committee
n January 2011

Corporate Governance Commuttee: Reed Elsewvier PLC and
Reed Elsevier NV have established a joint Corporate Governance
Committee, which Is responsible for reviewing ongoing
developments and best practice in corporate govemance The
Committee 1s also responsible for assessing the performance of
the directors and recommending the structure and operation of the
vanous committees of the boards and the qualfications and critena
for membership of each committes, ncluding the ndependence
of members of the beards The Committee compnses only
non-executive directors, and 1s charred by Anthony Habgood

Number of
maetngs
held whilst a
Committee
member

Date of
appontment
(cessation)
dunng the
year

(Apnl 2010}

Number of
meetngs

Members attended

Dien de Boer-Kruyt
Mark Elictt
Anthony Habgood
Lisa Hook

Manke van Ler Lels
Robert Polet

Dawvd Reid

Lord Sharman

Ben van der Veer

January 2010
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Internal control

Parent companies

The boards of Reed Elsevier PLC and Reed Elsevier NV exercise
ndependent supervisory roles over the activiies and systems of
internal control of Reed Elsevier Group plc and Elsevier Reed
Finance BV The boards of Reed Blsevier PLC and Reed Eisevier NV
have each adopted a schedule of matters which are required to be
brought to them for decision In relation to Reed Elsevier Group plc
and Elsevier Reed Finance BV, the boards of Reed Elsevier PLC and
Reed Elsevier NV approve the strategy and the annual budgets, and
recemve regular reports on the operations, including the treasury and
nsk management activities of the two companies Major transactions
proposed by the boards of Reed Elsevier Group ple or Elsevier Reed
Finance BY require the approval of the boards of both Reed Elsevier
PLC and Reed Elsevier NV

The Reed Elsevier PLC and Reed Elsevier NV Audit Committees
meet on a regular basis to review the systems of intemal control
and nsk management of Reed Elsevier Group plc and Elsevier
Reed Finance BV
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Operating companies

The board of Reed Bsewvier Group pic 1s 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 internal control in respect of the finance
group actmties The boards of Reed Elsevier Group plc and Elsevier
Reed Finance BV are also responsthle for reviewing the effectiveness
of their systems of internal control

The boards of Reed Elsevier Group ple and Elsevier Reed Finance
BV have each implemented an ongoing process for identifying,
evaluating, monitonng and managing the more significant rnsks faced
by their respective businesses These processes have beenin place
throughout the year ended 31 December 2010 and up to the date of
the approvals of the Annual Reports and Financial Statements 2010

Reed Elsevier Group plc

Reed Blsevier Group plc has an established framework of
procedures and internal controls, with which the management of
each business Is requred to comply Group businesses are required
to maintam systems of internal control which are appropnate to

the nature and scale of ther actvities and address all significant
operational and financial nsks that they face The board of Reed
Elsewvier Group plc has adopted a schedule of matters that are
required to be brought to it for decision

Reed Elsevier Group plc has a Cods of Ethics and Business
Conduct that provides a guide for achieving its business goals

and requires officers and employees to behave in an open, honest,
ethical and principled manner The Code also outlines confidential
procedures enabling employees to report any concerns

about compliance, or about Reed Elsevier’s financial reporting
practice The Code 1s published on the Reed Hsevier website,
www reedelsevier com

Each dwision has identified and evaluated its major nisks, the
controls In place to manage those nsks and the fevels of residual risk
accepted Risk management and control procedures are embedded
nto the operations of the business and include the monrtoring of
progress In areas for mprovement that come to management and
board attention The major risks dentified include business continuity,
protection of IT systems and data, challenges to intellectual property
nghts, management of strategic and cperational change, evaluation
and mntegration of acquistions, and recrutment and retention of
personnel Further detail on the pnncipal nsks facing Reed Elsevier
15 set out on pages 50 to 52

The major strategic nsks facing the Reed Elsevier Group pic
businesses are considered by the Board Reed Elsevier’s Chief Risk
Officer 1s responsible for providing regular reports to the Board and
Audit Committee Working closely with business management and
with the central functions, the role of the Chief Risk Officer 1s to
ensure that Reed Elsevier 1s managing ts business risks effectively
and in a coordinated manner across the business with clanty on
the respective responsibiities and interdependencies Litigation

and other legal regulatory matters are managed by legal directors

in Europe and the United States

The Reed Blsevier Group plc Audit Committee receves regular
reports on the Wentification and management of material nsks and
reviews these reports The Audt Committee also recenes regular
reports from both intemal and external audritors on internal control
and nsk managernent matters In addion, each dwision is required,
at the end of the financal year, to review the effectiveness of internal
controls and nsk management and report s findings on a detalled
basis to the management of Reed Elsevier Group plc These reports
are summansed and, as part of the annual review of effectiveness,
submitted to the Audit Committee of Reed Elsevier Group pic

The Chairman of the Audit Committee reponis to the board on

any significant internal control matters ansing

Elsevier Reed Finance BV

Elsewvier Reed Finance BV has established policy guidelines,

which are applied to all Elsevier Reed Finance BV companies

The respective boards of Efsevier Reed Finance BV have adopted
schedules of matters that are required to be brought to them for
decision Procedures are in place for monitonng the actvities of the
finance group, ncluding a comprehensive treasury reporting system
The major nsks affecting the finance group have been identified and
evaluated and are subject to regular review The conitrols in place
to manage these nsks and the level of residual nsk accepted

are monrtored by the boards

Annual review

As part of the year end procedures, the Audit Committees and
boards of Reed Elsewier PLC, Reed Elsevier NV, Reed Elsevier Group
plc and Elsevier Reed Finance BV review the effectiveness of the
systems of internal contral and nsk management dunng the last
financial year The objective of these systems 18 to manage, rather
than elminate, the nsk of fallure to achieve business cbjectives
Accordingly, they can only provide reasonable, but not absolute,
assurance against matenal misstatement or loss The boards have
confirmed, subject to the above, that as regards financial reporting
nsks, the respective nsk management and control systems provide
reasonable assurance aganst matenal inaccuracies or 10ss and have
functioned property during the year
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Responsibilities in respect of the
financial statements

The directors of Reed Elsevier PLC, Reed Elsevier NV, Reed Elsevier
Group plc and Elsevier Reed Finance BV are required to prepare
financial statements as at the end of each financial period, In
accordance with applicable law and regulations, which give a true
and farr view of the state of affars, and of the profit or loss, of the
respective companies and ther subsidianes, 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 imregularties The directors
are also responsible for selecting surtable accounting policies and
applying them on a consistent basis, making judgements and
estimates that are prudent and reasonable

Applicable accounting standards have been folliowed and the

Reed Elsevier combined financia! staternents, which are the
responsibilty of the directors of Reed Elsevier PLC and Reed Elsevier
NV, are prepared using accounting policies which comply with
International Financial Reporting Standards

Going concern

The directors of Reed Hsevier PLC and Reed Elsevier NV, having
made appropnate enguines, consider that adequate resources exist
for the combined businesses to continue N operational existence for
the foreseeable future and that, therefore, it 1s appropnate to adopt
the going concern basis In preparing the 2010 financial statements
In reaching this conclusion, the directors of Reed Elsevier PLC and
Reed Elsevier NV have had due regard to the combined businesses’
financial position as at 31 December 2010, the strong free cash flow
of the combined businesses, Reed Elsevier's ability to access caprtal
markets and the prancipal nsks facing Reed Elsevier

A commentary on the Reed Elsevier combined businesses’

cash flows, financial position and iquidity for the year ended

31 December 2010 1s set out In the Chief Financial Officer's Report
onpages 44 and 45 This shows that after taking account of
avallable cash resources and committed bank facilities that back up
short term borrowings, none of Reed Elsevier’s borrowings fall

due within the next two years Reed Elsevier's policies on liquicity,
caprtal management and management of nsks relating to interest
rate, foraign exchange and credit exposures are set out on pages 48
and 49 Further information on iquidity of the combined businesses
can be found in note 18 of the combined financial statements The
principal rsks facing Reed Elsevier are set out on pages 50 to 52

US certificates

As required by Section 302 of the US Sarbanes-Oxley Act 2002
and by related rules issued by the US Secunties and Exchange
Commussion, the Chief Executive Officer and Chief Financial Officer
of Reed Elsevier PLC and of Reed Elsevier NV cenirfy in the
respective Annual Reports 2010 on Form 20-F to be filed with

the Commussion that they are responsible for establishing and
maintaining disclosure controls and procecdures and that they have

*  designed such disclosure controls and procedures to ensure
that matenal nformation relating to Reed Elsevier 1s made known
to them,

* evaluated the effectiveness of Reed Elsevier’s disclosure controls
and procedures,

+ based on ther evaluation, disclosed to the Audit Committees
and the external audrtors all significant defictencies in the design
or operation of disclosure controls and procedures and any
frauds, whether or not matenal, that involve management or
other employees who have a significant role in Reed Elsevier's
internal controls, and

* presented n the Reed Elsevier Annual Report 2010 on Form
20-F their conclusions about the effectiveness of the disclosure
controls and procedures

A Disciosure Commitiee, compnsing the company secretanes of
Reed Elsevier PLC and Reed Elsevier NV and other senior Reed
Elsevier managers, provides assurance to the Chief Executive Officer
and Chief Financtal Officer regarding therr Section 302 certifications

Section 404 of the US Sarbanes-Oxley Act 2002 requires the Chief
Executive Officer and Chief Financial Cfficer of Reed Elsevier PLC
and of Reed Elsevier NV to certify n the respective Annual Reports
2010 on Form 20-F that they are responsible for maintaining
adeguate internal control structures and procedures for financial
reporting and to conduct an assessment of therr effectiveness

The conclusions of the assessment of Internal control structures
and financial reporting procedures, which are unqualited, are
presented in the Reed Elsevier Annual Report 2010 on Form 20-F
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This report {the Directors’ Remuneration Report) descnbes how
Reed Elsevier apphes the pnnciples of good governance retating
to directors’ remuneration [n respect to the disclosures contained
In this report, we have sought to comply with the substance and
spint of prevaiing legislation and corporate governance guidelines
in the UK and the Netherlands The Remuneraton Committee
(the Committee) has sought to balance in a thoughtful and
responsible manner the UK legislative requirements with best
practce guidehnes on disclosure in the Netherands This report
has been prepared by the Remuneration Committee of Reed
Elsevier Group plc in accordance with regulations made under the
Companies Act 2006 and the Dutch Corporate Governance Code
(the Dutch Code)

The Directors' Remuneration Report was approved by the boards
of Reed Elsevier Group plc, Reed Hisemer PLC and Reed Elsevier
NV and will be submitted to shareholders for an advisory vote at
the Annual General Meeting of Reed Elsevier PLC in addition,
resolutions will ba submitted to the Annual General Mesting

of Reed Elsevier NV requesting approval for the introduction

of a separate annual fee for the senior Independent director and
for setting the maximum amount of annual remuneration of the
Supervisory Board of Reed Elsevier NV at €600,000

The audited parts of the Directors’ Remuneration Report
In complance with the Large and Medum-szed Companies and
Groups (Accounts and Reports) Regulations 2008, and under
Title 8, Book 2 of the Cvil Code in the Netherlands, the following
elements of this report have been audited the table entitled
"Transfer values of accrued pension benefits' on page 73, the
tables showing ‘Aggregate emoluments’ and ‘Indvidual fees

of non-executive directors’ on page 75, the tables on ‘Indmdual
emoluments of executive directors’ and ‘Directors’ shareholdings
in Reed Elsevier PLC and Reed Elsevier NV' on page 76, and
the saction ‘Share-based awards in Reed Elsevier PLC and
Reed Elsevier NV’ on pages 76-79

Introduction from Remuneration
Committee Chairman

2010 saw the implementation of two new muth-year incentives, the
Reed Elsevier Growth Plan (REGP) and the new Bonus Investment
Plan (BIP), both of which receved overwhelming shareholder
approval at the 2010 Annual General Meetings of Reed Elsevier PLC
and Reed Elsevier NV Awards were made in May 2010 under both
plans while no awards were made under the Long-Term Incentve
Plan (LTIP) approved by shareholders in 2003 {and amended in 2006)
As previously communicated to shareholders, no new Long-Term
Incentive Plan for executive directors in 2011 or thereafter will be
introduced without shareholder approval No awards were made
dunng the year under the Executive Share Option Scheme (ESOS),
also approved by sharehdlders in 2003, 10 executive directors

Dunng the year, awards granted under the 2007-09 cycle of

ESOS, BIP and LTIP lapsed for executive directors as a result of
performance conditicns not beng met ESOS and LTIP awards
granted under the 2008-10 cycle fapsed for executive directors prior
to the date of this report for the same reasons In addition, unvested
matching awards granted under the BIP pnior to 2010 lapsed

dunng the year

Since the REGP 1s a one-off arrangement, the executive directors
are nct elgible for any further grants under that plan and no grants
will be made to them in 2011 under the LTIP For 2011 the executive
drrectors are eligible to partiapate in the 2011-13 cycle of the new
BIP and the Committee intends to make grants of market value
options under the ESOS to the executive directors The grants will
be made within the limits and be subject to pre- and post grant
performance condiions as previously approved by shareholders
The grants to all participants under the muli-year iIncentives will be
made In May

Hawving given no annual salary ncreases to executive directors
since January 2008, the Committee decided to award the executive
directors a salary increase of 2 5% each effective 1 January 2011

Annual bonuses payable for 2010 to the executive directors were
below target as the Committee had decided that an on or above
target bonus could only be achieved f profits in 2010 exceeded 2009

Standard terms and conditions were applied to the retrernent of
Andrew Prozes who retired on 31 December 2010 Furthermore,
the Comrmittee rewvised its terms of reference dunng the year in the
context of best practice guidance

Ouwr approach to preparng this report has been to meet the highest
standards of disclosure In balancing relevant requirements in the
UK and the Netherlands, the Committee had regard to the approach
adopted by other large global businesses subject to disclosure
requirements in more than one Junsdickon As In pnor years, our am
has been to produce a clear, informatve and understandable report

Mark Elliott
Cha:rrﬁn. Remuneration Commities
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Directors’ remuneration report continued

Remuneratiocn Cormmittee

Constitution

Throughout 2010, the Committee consisted of independent
nan-executive directors, as defined by the UK Corporate
Governance Code and the Dutch Code, and the Chairman of
Reed Elsevier Group plc Detalls of Committee members and
meeting attendance are contaned in the section on 'Structure
and corporate governance' In the Annual Reports The Company
Secretary of Reed Elsevier Group plc, Stephen Cowden, also
attends the meetings in his capacity as secretary o the Committee
At the invitation of the Committee Chairman, the CEO of Reed
Elsevier Group plc attends appropnate parts of the meetings

lan Fraser, Global Human Resources Director, provided matenal
advice to the Committee dunng the year

Adwvisors

Towers Watson acted as extemnal adwisers to the Committee
throughout 2010 and also provided market data and data analysis
Towers Watson also provided actuanal and other human resources
consultancy services directly to some Reed Elsevier companies

The indmdual consultants nvolved in achising the Committee do
not provide advice 1o the executive directors or act on therr behalf

Terms of reference

Dunng 2010, the Committee reviewed its terms of reference
n the context of latest best practice gudance As aresult, the
Commuttee’s remit was revised and tts duties are in relation to

Executwve Directors

* to establish the remuneration policy for the executive directors
and determine the remuneration in gl its forms (ncluding
pensions and share plan partcipaton), the terms of the service
contracts and all other terms and conditions of employment
of the executive directors of Reed Elsevier Group plc, and

* approve any compensation or terminaticn payments made to
executive directors

Senior Management

* on the advice of the Chief Executive Officer, to approve the
remuneratcn policy of other senior leaders and of the Company
Secretary, and

* to monitor the level and structure of remuneration for this group
of executives

Reed Eisevier Charrman
+ on the acvice of the Senior Independent Director, to determine
the remuneration of the Reed Elsevier Chairman

General

* toreview the ongoing appropnateness and relevance of the
remungration palicy, in particular the performance-related
elements and ther compatbility with nsk policies and systems,

* 1o establish and amend the rules of all share-based ncentive
plans including the formulation of sutable performance
conditions for share based awards and options, and where
necessary, to submit them for approval by shareholders,

* tomantan an open and ongoing dialogue with institutional
investors on major remuneration policy issues, and

e to discharge its duties wath due regard to any published
corporate governance guidelines, codes or recommendations
regarding the remuneration of directors of listed companies and
formation and operation of share schemes which the Committee
considers relevart or appropnate including, but not imited to,
the UK and Dutch Corporate Governance Codes

A copy of the terms of reference of the Committee can be found
on the Reed Elsevier website, www reedelsevier com

Executive directors

Remuneration philosophy and policy

The context for Reed Elsevier's remungraton policy and practices
Is set by the needs of a group of global businesses, each of

which cperates intemationally by line of business Furthermcre,
Reed Elsevier PLC and Reed Elsavier NV's respective stock market
stings in London and Amsterdam combined with the majonty

of its employees being based in the US provides a particular set

of challenges in the design and operation of remuneration policy

Our remuneration philosophy
Reed Elsevier's guiding remuneration phitosophy for senior
executives 15 based on the following precepts

» Performance-related compensation with demanding
performance standards

* Creation of shareholder value

* Competitive remuneration opporiunity to attract and retain
the best axecutive talent from anywhere in the world

* A balanced mix of remuneration between fixed and vanable
elements, and annual and longer term performance

* Aligning the interests of executive directors with sharehclders
and other stakeholders
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Directors’ remuneration report continued

Our remuneration policy
In bne wath this guiding philosophy our remuneration policy 1s
described below

+ Reed Elsevier ams to provide a total remuneration package
that 1s able to attract and retain the bast executive talent from
anywhere in the world, at an appropnate level of cost

* Inreaching decisions on executive remuneration, the Committee
takes into account the remuneration arrangements and levels
of Increase applcable to senior management and Reed Elsevier
employess generally

e The Committee considers the social, governance, and
environmential implications of its decisions, particutarty when
setting and assessing performance objectives and targets,
and seeks to ensure that Incentives are consistent with the
appropriate management of nsk

+ Total targeted remuneration of senior executives will be
competitrve with that of executives in simiar postions in
cormparable companies, which includes global sector peers
and companies of similar scale and international complexity

= Compettiveness Is assessed in terms of total remuneration
(ie salary, annual and multi-year incentives and benefits)

» The intention i1s {0 prowide total remuneration that reflects
sustained individual and business performance, 1& median
performance wil be rewarded by total remuneration that 1s
postioned around the medran of relevant market data and
upper quartile performance by upper quartile total remuneration

» The Committee will consider all avallable discretion to claw back
any payouts made on the basis of matenally misstated data
With effect from 2009, the rules of all Incentive plans were
amended to prowde for specific provisions in this regard

* The Committee considers it ymportant to encourage personal
investment and ongoing holding of Reed Elsevier PLC and/or
Reed Elsevier NV securities among the senior executive
populaton Executive directors and other senior executives
are subject to numimum shareholding requirements

How the performance measures in the incentives link to

our business strategy

Our annual Incentive plan I1s focused on operational excellence

as measured by the financial measures of revenue, profit and cash
generation In addrtion, a significant portion of the annual bonus

Is dependent upon the achievement of annual key performance
objectives (KPOs) that create a platform for sustanable future
performance These KPOs align with Reed Elsevier’s strategic plans
and range from the delvery of specific projects and the achievement
of custormer metrics or efficiency targets to corporate and social
responsibiity chjectives

The Commitiee believas that one of the man drivers of long-term
shareholder value 1s sustained growth in profitability, underpinned
by appropriate caprtal discipine Therefore growth in EPS and
targeted ROIC are both utibsed in our multi-year incentives

The balance between fixed and performance related pay
We aim to provide each executive director with an annual total
remuneration package comprising fixed and vanable pay with the
majorty of an executive director’s total remuneration package linked
to performance At target performance, incentive pay makes up
approximately 70% of the annual total remuneration package as
shown in the diagram below The core components of the total
remuneratron package are described in detail in the remainder

of this report

Fixed pay elements - 30%

20% salary
10% pensions and other benefits

Vanable pay elements - 70%
20% annual Incentve
50% rmutt-year incentves

To llustrate how our levels of compensation are driven by business
performance we have produced the chart below (scale in percent
of base salary] This shows the way n which annual remuneration
payable to an executive director would vary under different
performance scenanos For the purposes of this illustration
assumphons have been made in relation to vasting/payout levels
at the different levels of performance

Our approach to market positioning and benchmarking

The markeat competitiveness of total remuneration (ie salary, annual
and mufti-year incentives and benefits} 1s assessed aganst a range
of relevant comparator groups as follows

* Global peers operating in businesses similar to those of
Reed Elsevier (including Thomson Reuters, WPR, Pearson,
John Wiley, Wolters Kluwer, Dun & Bradstreet, Expenan,
MecGraw-Hill, UBM, DMGT, Informa, Lagardére and FICO)

» Companies hsted on the London Stock Exchange {cross-
industry but excluding those in the financtal services sector)
of a similar size (measured by aggregate market captalisation)
and intemational scope

* Comparves Iisted on the New York Stock exchange (cross-
industry but excluding those in the financial services sector)
of a similar size {(measured by aggregate market capitalisation)
and intemational scope

» Companies Isted on the Amsterdam Stock Exchange,
cross-industry and of a similar size (measured by aggregate
market capitalisation) and intemational scope
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Directors’ remuneration report continued

The composition of the respective comparator groups Is subject
to minor changes year on year reflecting changes in the size,
intermational scope and sting status of specific companies dunng
the year

The competiveness of our remuneration packages Is assessed by
the Committes as part of the annual review cycle for pay and
performance, in ine with the process set out below

* First, the overall competitiveness of the total remuneration
packages is assessed The appropnate postioring of an
indmvdual’s total remuneration against the market 1s determined
based on the Committes's judgement of indvdual performance
and potential

The total remuneration package

The Committee then considers market data and benchmarks
for the different elements of the package mncluding salary, total
annual cash and total remuneration While relevant benchmark
information are a meaningful Input to the process, they inform
rather than dnve the outcome of the review

If it 15 determined that a total remuneration competitive gap
exists, the Committee beheves that this should be addressed
via a review of performance-linked compensation elements
in the first Instance

Benefits, ncluding medical and retirement benefits,
are posioned to reflect local country practice

Each element of the remuneration package for executive directors 1s designed to achieve specific objectives, as descrnbed in this section
In aggregate, they create a unified and balanced reward mix and competitve employment proposition  The value of the reward package
1s onfy maximised through the integrated delivery of annual and longer term performance Reward for the delivery of busingss results I1s
connected with reward for vaiue flowing to shareholders The incentive arangements are structured in such a way that reward cannot

be maximised through inappropnate short term nsk-taking

The table below summanses the component parts of the remuneration package prowided to the executve drectors dunng 2010 This
ncludes the bonuses earned for performance during 2010, payouts receved from and awards granted under the mutti-year incentives

dunng the year
Compcenent Enk Engstrom Mark Armour Andrew Prozes
Base salary (page 66) £1,000,000 £613,440 $1,215,180
Retirement benefits (page 72) UK defined benefit plan UK defined benefit plan Retred 31 December 2010
Other benefits Company car or ¢ash Compary car or cash Company car and
allowance and private allowance and pnvate private medical benefit
medical benefit medicat benefit
Annual incentive (page 66) £993,000 £612,827 $1,146,332

(earned for 2010 and
payable in March 2011)

Multi-year incentives REGP 643,086 PLC and 422,310 394,495 PLC and 259,062 NV —
granted (page 67) NV ordinary shares ordinary shares
LTIP - - -
ESOS - - -

BIP 70,189 NV ADRs

65,054 PLC and 42,512 NV 88,687 PLC and 58,545 NV

ordinary shares ordinary shares
Multi-year incentives LTIP - - -
vested (2007-09 cycle)
ESQOS - - -
BIP - - -
Sharehotding 300% cf salary 200% of salary 200% of salary

requirement (page 72)

Palicy in relation to the indmidual remuneration elements 1s descnbed in greater detatl in the remainder of this section
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Directors’ remuneration report continued

Base salary

Salary reflects the role and the sustained value of the executive
in terms of skills, expenence and contribution N the context of
the relevant market

Salanes for executive directors are reviewed annually 1n the context
of the competitnveness of total remuneration and Reed Elsevier’s
gudelines for wages and salanes agreed for the whole of Reed
Elsewvier for the forthcoming financial year Any ncreases typically
take effect on 1 January

No increases in the base salary of executive directors have been
given since 1 January 2008, except for Enk Engstrom who receved
a promgtional Increase in November 2009 following his appointment
as CEQ of Reed Elsevier Group plc The Committee decided to
award a salary increase of 2 5% to each executive director which
ncreased base salanes with effect from 1 January 2011 to £1,025,000
for Enk Engstrom and £628,776 for Mark Armour This level of
increase 1s within the guidelines agreed for all employees in respect
of 2011 increases

In respect of salanes for the broader employee population, Reed
Elsewier uses the same factors to determine the levels of increase
across al employee populations globally 1e relevant pay market,
skills, experience and contnbution Reed Elsevier operates across
many diverse countries in terms of therr remuneration structures
and practices Any increases awarded to different employee groups
in different geographies reflect this diversity and range of practices
Anincrease of approximately 2 5% on average will be awarded
across the senior management population globally for 2011 This
level of increase Is in Iine with Increases provided to the wider
employee population

Annual incentive

The annual incentive plan (AlP) provides focus on the delivery of
stretching annual financial targets and the achieverment of annual
objectives and milestones that create a platform for sustanable
future performance

For 2011, executive directors have a target bonus cpportunity of
100% of salary that 1s weaighted as folliows across four elements
{unchanged from 2010}

Measure Waeighting
Revenue 30%
Profit* 30%
Cash Flow Conversion Rate 10%
Key Performance Objectives (KPOs) 30%

* The Profit measure for the CEO and CFO of Reed Elsevier Group plc 1s Adjusted
Profit After Tax {PAT) for the Reed Elsevier combined businesses

The target bonus opportunity for the financial measures 15 payable
for the achievement of highty stretching financial targets The four
elements are measured separately, such that there could be a
payout on one element and not on others

For 2011, the Committee decided to retain the mcentive slope and
payout range used in 2010 under which a small benus starts to
accrue for achieving 94% of target aganst each ndmdual financial
performance measure The level of out-performance required to
achieve the maxamum bonus (150% of target and unchanged)

will alsa be retained

The KPOs are ndvidual to each exscutive director Each executive
director Is set up to six KPOs to reflect cntical business priorties
for which they are accountable The KPO component for the
executive directors and other senior executives will contain at

least one KPO relating to the achievement of specrfic sustainability
objechves and targets contaned within Reed Elsevier's corporate
responsibility agenda

Against each objective, measurable milestone targets are set

for the year All financial targets and KPOs are approved by the
Committes and are subject to formal assessment at the end of
each year The Chairman of Reed Bsevier Group plc presents his
assessment of performance agamst KPOs for the CEO of Reed
Elsevier Group pic to the Committee while the CEO of Reed Elsevier
Group pic presents his assessment of KPQO performance for the
CFO of Reed Elsevier Group plc The Committee then discusses
and agrees the final KPO score for each executive director

AIP payments for 2010
In assessing the leval of bonus payments for 2010, the Committee
noted the followang performances

% change over 2009 at constant exchange rates

Underlying Total Adjusted

revanue growth PAT/QP

Reed Elsevier +2% -1%
LexsNexig +1% -12%

Reed Elsevier has made significant progress n 2010 as our

markets strengthened and we saw the benefit of the actions which
management has taken in the business Lnderlying revenues were
2% higher n constant currencies with the return to growth reflecting
improved performance N our more cyclical markets, together with a
sustained commitment to new product developrment and a focus on
sales & marketing inibatives Firm action on costs and further
innovations In cur operational processes has meant that total costs
at constant exchange rates declined 1% and adjusted operating
margins at 25 7% were Just 0 2 percentage points lower than in
2009, despite the Increased spending on new product development
and sales & marketing Adjusted operating profits were 1% lower at
£1,555m/up 3% at €1,819m Adjusted operating cash flow continued
to be strong at £1,.519m/€1,777m with an excellent 88% conversion
of adjusted operating profits into cash The post tax return on
caprtal employed mproved to 10 6%, 0 2 percentage ponts higher
reflecting the strong cash generation and increased capnial efficiency

LexisNexis retuned to overall revenue growth, with strong growth
In the nsk business Subscnption revenues In the legal business
contmued to reflect lower levels of law firm actwity and employment
Adjusted operating margin was lower due to the weaker revenues
and increased spending in the legal business on new product
development, related infrastructure and sales & marketing The
increased spend on supporting these important developments has
In part been miigated by continuing cost efficiencies including
further outsourcing of preduction and engineenng acimties, supply
chain managemerit and operational streamlining

For Enk Engstrom and Mark Armour the sum of the indmwdual scores
achieved agamst the four AIP components exceeded target AIP
However, as Reed Elsevier's PAT did not exceed 2009 adjusted PAT,
the overall bonus was capped at just below target
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Directors’ remuneration report continued

The following bonuses will be paid to executive directors who served
dunng the year

and the delivery of retums for shareholders In addiion, the mutti-year
ncentives are structured so as to encourage personal investment

2010 annual bonus % of 2010base  and ongoing shareholding in Reed Elsevier PLC and Reed Elsewvier NV
(tobe paidin March 2011) ___safary eamings  gery es among the senior executive poputation In order to promote
Enk Engstrom £999,000 999 algnment with sharsholders and to provide focus on the share pice
Mark Armour £612,827 989
Andrew Prozes $1,146,332 83.9 Awards under the mult-year incentives take the form of restncted

Multi-year incentives

The multi-year incentives compnse the REGP, BIP, ESOS and LTIP

The purpose of the mutti-year ncentives 1s to provide focus on the
delvery of the medum to longer term strategy and holding executives
accountable for the delivery of that strategy while driving value

shares and options which typically vest over a penod of three years
except for the REGP under which awards vest over five years The
vesting of all awards made to executive directors under these plans
15 subject to meeting a number of stretching performance targets
based on internal financial metrics and total shareholder return
Addrtionally, in the case of ESQOS, a financial pre-grant performance
condition apphes which determines the annual size of the availlable
grant pool for all participants 1 the plan

creation through sustained financial performance, capital disciplne

Reed Elsevier Growth Plan (REGP)
The key features of the REGP are summansed below

Feature Detail
Frequency of award * One-off arrangement
« Awards were made on 26 May 2010
Elgibility * CEQ and CFO of Reed Elsavier Group plc
* As a condition of participation, the executive drrectors were required to hold Reed Elsevier securities on
the date of grant to the value of 300% of salary n the case of the CEO and 200% of salary in the case
of the CFO Any personal shares invested under the BIP did not count towards this holding requirement
» The executive directors are required to maintain shareholdings at the respective levels throughout the
Iife of the plan (ie for five years)
Performance penod * Five years split into an initial peniod of three years followed by a further two years
* Opportunity to recewve partial payout after three vears
Performance conditions *» Relative TSR measured against three comparator groups, Adjusted EPS and ROIC
{see section entitted 'Performance measures and targets’ below)
* The performance metncs have equal weighting, with 1/3rd of the award vesting based on performance
against the respective metnc {additive measurement)
Vesting scale » Performance hurdle and scaled vesting
Cap * The number of shares vesting 1s capped at 150% of the number comprised in the INitial performance
share award
Dmdend equivalents » Dividend equivalents accrue during the performance pencd and are paid out In cash when the shares
are released, to the extent that the underlying secunties vest
Other provisions * On & change of control, awards vest on a pro-rated basis and subject to performance based on an

assessment of progress against targets at the time the change of control occurs
» Claw-back applies
* Awards under the plan are satisfied with shares purchased in the market
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Directors’ remuneration report continued

Mechanics
The chart below Ilustrates how the REGP operates

Performance measures and targets

Total Shareholder Return (TSR)

The vesting of one third of the REGP award 15 subject to
Reed Elsevier's TSR performance compared aganst three
comparator groups (the TSR franche)

As Reed Elsevier accesses equity caprtal markets through three
exchanges - London, Amsterdam and New York —in three
separate currency zones, three dishnct comparator groups are
used — a Sterling Comparator Group, a Eure Comparator Group
and a US Dollar Comparator Group The TSR performance of
Reed Elsevier PLC ordinary shares (based on the London listing)
1s measured against the Stering Comparator Group, the TSR
performance of Reed Blsevier NV ordinary shares (based on

the Amsterdam hsting) 1s measured against the Euro Comparator
Group, and the TSR performance of Reed Elsevier PLC ADRs and
Reed Elsevier NV ADRs (based on the New York listing) 1s measured
against the US Dollar Comparator Group The averaging pencd
appled for TSR measurement purpeses Is six months prior to the
start of the financial year in which the award was made and the
final six months of the last financial year of the performance penod

TSR performance s measured separately aganst each comparator
group and the proportion of the TSR tranche that vests 1s the sum
of the payouts achieved against the three comparator groups

TSR ranking within

the relevant TSR 3-year period 5-yaar penod

camparator group 2010-2012 2010-14
Vesting percentage Vasting percentage
of each third of the of each third of the

TSR tranche TSR tranche

Below Median 0% %

Median 3I0% 30%

Upper quartla 100% 100%

Vesting 1s on a straight fine basis for ranking between the median
and the upper quartie
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TSR comparators groups
The constituents of each comparator group were selected on the

following basis

*  Companies included in the relevant market index as at
31 December 2009 and nearest in size to Reed Elsevier
N terms of market captalsaton

¢ The relevant market indices are (i) FTSE100 for the Sterling
Comparator Group, (2) Euronext100 and the DAX30 for the
Euro Comparator Group, and (3) the S&P500 for the US Dollar

Comparator Group

* The following companies were excluded for this purpose
- companies with manty domestc revenues (as they do not
reflect the global nature of Reed Elsevier's customer base),
- those engaged in extractive industries (as they are exposed
to commodity cycles), and
- financial services companies (as they have a different
risk/reward profile}

+ Relavant fisted global peers operating in businesses similar
to those of Reed Elsewvier not otherwise included were added
to the relevant comparator group

Set out below are the comparators included n each currency group

applicabls to awards made in 2010 under the REGP

Sterfing Euro US Dollar
Comparator Comparator Comparator
Group* Group* Group*
Aggreko Accor M
AstraZeneca Adidas Adobe Systems
Autonomy Corp Ahold Agient Techs
BAE Systems Ar Liquide Arr Prds & Chems
Bntish Airways Akzo Nobel Amazon com
Bntish Amencan Tobaceo  Alstorn Analog Devices
Bunzl ASML Holding Appled Mats
Burberry Group BASF Avon Products
Cobham BMW Baxter Intl
Compass Group Carvefour Becton Dickinson
DMGT Chnstan Dior Caterpillar
Diageo Damler Colgate-Palmolive
Expenan Deutsche Post Coming
GlaxoSmthkling EADS Cummins
Intercontinental Hotels Essilor Intt Deere
Impenal Tobacco Group Heneken Dow Chermical
Informa Hermes int Dun & Bradstreet
Inmarsat K+S E. | Dupont de Nemours
Intemanonal Power Latarge Ebay
Intertek Group Lagardére Groupe Emerson Electnc
Invensys Linde RCO
Johnson Matthey LVMH Ford Motor
Kingfisher MAN Genzyme
Natienal Grid Metro HJ Heinz
Pearson Michebn nois Fool Works
Rackitt Benckiser Group Pernod-Ricard John Wiley
Rexam Phiips Eitn Koninkljke Johnson Controls
Rolis-Royee Group Portugal Telecom SGPS  Juruper Netweorks
SABMller PPR Life Technologes
Sage Group Renault McDonalds
Shure Samnt Goban MeGraw-Hil
Smeh & Nephew SAP Micron Technology
Smths Group Schnerder Electne Motorola
Thomas Cook Group Suez Environnement Naws Corp
Tl Travel Thales Nike
Unilever [LSE) ThyssenKrupp Nwida
United Business Media TNT Paccar
Vodafore Unilever (AEX) PPG Industnes
Wolselay Valloureg Specira Energy
WPP Veoha Environnement Texas Insts
Volkswagen Thomson Reuters (NYSE)
Wolters Kluwer United Technologies
Yum! Brands

*Refiects the composstion of the comparator group as at the date of grant.

Return on nvested capital (ROIC)

The vesting of one third of the REGP award 1s subject to the
percentage return on nvested capital of Reed Elsevier PLC
and Reed Elsevier NV {the ROIC tranche) as follows

Vestng percentage
of ROIC tranche

3 years
2010-2012

2 years
2013-14

MBINBAD

ROIC in 2012, subject ROIC in 2014
to actual exceeding
2009 ROIC calculated
on the same bagis
Below 102% Below 10 7% 0%
102% 107% 60%

11 2% or above 12 7% or above 100%

Vesting 1s on a straight-ine basis for performance between the
minimum and maximum levels

For the purposes of the plan, the following definttions apply

* Invested capital = amhmetic average of the opening and
closing capital employed for the Reed Elsevier combined
businesses for the financial year with all curmulative amortisation
and mpairment charges for acquired intangible assets and
goodwill added back In addition, any exceptional restructuring
and acquisiion integration charges (net of tax} are capitalised for
these purposes and changes In exchange rates and movements
in pension deficits are excluded

= Return = adjusted operating profit for the Reed Elsevier
combined businesses before amortisation and smpairment
of acquired intangible assets and goodwill, exceptonal
restructunng and acquiston integration charges In addition,
it 15 grossed up to exclude the equity share of taxes n jont
ventures and further adjusted to exclude net pension financing
credit movement, after applying the effective rate of tax used
for adjusted earnings calculations and using exchange rates
to match those used in the calculabon of nvested capital

In order to ensure that the performance score achieved is a far
reflection of undertying business performance, the Committee
retains discretion to determine the treatment of mayor disposals
and acquisitions that require board approval Any significant
adjustments made to the final performance score will be disclosed
to shareholders
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Adjusted eamings per share (EPS)

The vesting of one third of the REGP award 1s subject to
performance against growth in adjusted eamings per share
measured at constant currencies {Adjusted EPS) {the EPS tranche)
as follows

3years 2 ysars Vesting parcentage
2010-2012 2013-14 of EPS tranche
Average Adjusted Average Adusted
EPS growth in years EPS growth over
2041 and 2012 the two-year pencd
{subject to average
Adjusted EPS growth over
the whole three-year
peroc being positve)
Below 5% pa Below 7% pa 0%
5% pa 7%pa B0%
9% pa o above 13% pa or above 100%

Executive Share Option Scheme (ESOS)
The key features of the ESOS are summansed below

Vesting 1s on a straight-line basis for performance between the
minimum and maximum levels

For the purposes of the plan, the following defintions apply

= Eamings = adjusted reported earnings measured at constant
currencies Adustments include amortisation and imparrment
of acquired mtangble assets and goodwill, excephonal
restructunng and acquisiion integration charges, gansAiosses
on business disposals and tax rate anomales (deferred tax)
The Committes retains discretion to adjust for changes in the
net pension financing credit

+  Number of shares = weighted average number of shares in
Issue excluding shares held in treasury

In 2010, a multi-year incentive award was granted to senicr leaders
below the board and its metncs and targets maror those of the REGP

Feature Detail
Frequency of award * Annual
Eligibihty = Broadest multi-year incentive operated by Reed Elsevier

* Annual awards are made to approximately 1,000 employees across some 20+ countries including
the executive directors

Vesting period

= Three years from the date of grant
+ Options are exercisable between three and ten years from the date of grant or on cessation
of employment, If earlier {for defined categones of approved leavers)

Performance conditions

* Pre-grant performance condiion of Adusted EPS growth which determines the size of the annual
grant peol avallable for grants to all partcipants (see below)

* Post-grant performance hurdle of Adjusted EPS growth applicable to the vesting of awards to
executive drectors

Cap

¢ Maximum annual award (in terms of the aggregate market value of the shares under option at the
date of grant) of three times salary per executive director

Other provisions

* On a change of control, awards vest subject to performance based on an assessment of progress
agamnst targets at the time the change of control occurs, partcipants may exchange therr awards
for awards in the acquiring company, if availlable

* Claw-back apples

* Awards under the plan are satished wath newly issued shares

The sze of the total grant pool avalable for all partcipants in a gven
year 15 determined based on growth n Adjusted EPS over the three
years pnor to grant as follows

Averago Adjusted EPS growthp a
over the three-years pricr to grant

% of the 2003 grant pool
avadtable for distnbution

Less than 6% 50%
6% or more but less than 8% 75%
8% or morg but less than 10% 100%
10% or more but less than 12% 125%
12% or more 150%

Adjusted EPS growth for the three years ended 31 December 2010
was less than 6% pa which means that the avalable grant pool
for ESOS awards in 2011 1s 50% of the 2003 pool

For 2010, no ESOS awards were made to executive directors
The Committee intends to resume grants under ESOS in 2011 to
Enk Engstrom and Mark Armour, in accordance with the terms of

the plan approved by shareholders in 2003 The grants wall

be mads within the Imits and be subject to such conditions as
previously approved by shareholders This means that the grants
will be made wathin the confines of the avallable grant pool and

the vesting of the awards will be subject to an Adjusted EPS
growth hurdle of 8% pa In determining the iIndividual levels of
grant, the Committee has had regard to the financial performance
of Beed Elsevier and grant levels will be set at 50% of the maximum
individual grant level

Due to significant excephonal resiructunng charges taken in 2008
and 2009, the Committee increased the approved Adusted EPS
growth hurdle of 6% to 8% for the 2008-10 and 2009-11 cycles

of ESOS dunng which restructuning benefits were realised Pnor to
the date of this report, the Committee determined that the 2008-10
cycle of ESQOS lapsed for executive directors as the performance
hurdle on vestng was not achieved The 2008-11 ¢ycle of ESOS
will be performance-tested in earty 2012
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Directors’ remuneration report continued

Bonus Investment Plan (BIP)

The bonus investment plan i1s a voluntary plan aimed at encouraging
personal nvestment n, and ongong holding of, Reed Blsevier
shares to promote greater alignment with sharehclders and support
the retention of key talent A new bonus investment plan was
approved by sharehalders at the 2010 Annual General Meetings

of Reed Elsevier PLC and Reed Elsevier NV which replaced the

maximum In return, the parhcipant 1s granted an equivalent

number of matching awards which vest over three years subject to
performance (e a maximum match of 1 for 1 can be eamed on the
perschal nvestment) Itis a condition of vesting that the underlying
personal Investment 1s retained throughout the vesting period
Dradend equivalents accrue on the matching shares during the
vasting penod and are pad out in cash at the end to the extent

MAIAIBAD

bonus investment plan implemented in 2003 that the matching award vests The table below summanses the T
key features of the BIP g
Under the new BIP, participants may invest ther own funds to &
purchase Reed Elsevier secunhes or allocate securties already g
owned outright for investrment under the plan up to a specified 2
Feature Detail
Frequency of award * Annual grants of matching awards
= Ten-year life of the plan
* First matching awards were made in May 2010
Elgtbility = Apprax 150 semior exacutves ncluding executve directors
* Participation 1S voluntary
Performance penod ¢ Three financial years I
Performance condiions ¢ Adjusted EPS growth and ROIC {see below) g
» 50% of the award Is subject to Adjusted EPS growth and 50% subject to ROIC (additrve measurement) 3
Vesting scale ¢ Performance hurdle and scaled vesting §
Personal mvestment * Up to 100% of the target borus opporturity net of tax =
Other provisions * On a change of control, awards vest on a pro-rated basis and subject to performance based on
an assessment of progress against targets at the tme the change of control occurs, unless the
Committee determines that awards should not vest and instead be exchanged for equivalent awards
over shares m the acquinng company (ie rollover apples)
* Claw-back appies
* Awards undler the plan are satisfied with shares purchased in the market
The following targets and vesting scale apply to the first grant of As set out on pages 77-79, on 31 December 2010, the executive
matching awards made under the plan in 2010 directors had no matching awards outstanding under the previous =
Average growth in Adjusted EPS (%) BIP The 2007-09 cycle of BIP lapsed during 2010 as the g
in yaars 2 and 3 of the performance performance hurdle of 6% pa Adjusted EPS growth was not 8
penod subject 10 average EPS ROIC (%) n 2012 met The BIP matching awards granted under performance cycles g
o e o TN beng postive over the Subc i aowal ¢ 2008-10 and 2009-11 lapsed in June 2010 as a result of the
P Ssme e Ty p exceedng executive directors withdrawing ther personal investrments from
0% below 4% pa below 10 2% these cycles On 31 December 2010, the executive directors
50% 4% pa 10 2% still heid the secunties withdrawn from both cycles
5% 65% pa 10 7%
100% 9% pa or above 11 2% or above

Straight-ine vesting apphes to performance between the paints

For awards 1o be granted in 2011, the following targets and vesting
scale apply

ROIC (%) in the
Match eamed on Average growth n Adjusted EPS (%) therd year of the
personal nvastment  over the 3-year performance penod  performance penod
0% balow 4% pa below 10 4%
50% % pa 10 4%
5% 65%pa 109%
100% 9% pa orabove 11 4% or above
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Directors' remuneration report continued

Long-Term Incentive Plan (LTIP)
No awards under the LTIP were given to executive directors in 2010

Awards under this plan were in the form of restncted shares,

with half of the award being over shares in Reed Blsevier PLC

and the other half over shares in Reed Elsevier NV A three-year
performance penod apphes and awards vest based on the Adjusted
EPS growth and Reed Elsevier's TSR performance compared to a
group of industry peers The 2007-09 cycle of LTIP lapsed dunng
2010 as the hurdle of 8% Adjusted EPS growth was not met The
2008-10 cycle of LTIP lapsed as the performance hurdle of 10%
Adusted EPS growth was not met The 2009-11 cycle of LTIP, as
disclosed on pages 77-79, vests for achieving Adusted EPS growth
of 12% and median TSR Depending on performance, the vesting
may be higher or lower based on the following matrix

TSR ranlung

Upper
Adjusted EPS Below Median 62 5th guartie and
2009 awards median percentile above
Below 10% 0% 0% 0% 0%
10% 28% 35% 42% 49%
12% 80% 100% 120% 140%
14% and above 108% 135% 182% 189%

To the extent that the underlying shares vest, dmdend equivalents
are paid on the vested shares in cash at the end of the performance
penod

The Committee has full discretion to alter awards granted to
participants based on its assessment as to whether the Adjusted
EPS and TSR performance faiy reflect the progress of the business
hawing regard to undertying revenue growth, cash generation, retum
on capital employed and any significant changes m currency and
inflabon, as well as indwidual performance

The TSR comparator group for the 2008-10 ¢cycle compnsed
ChoicePoint, DMGT, Dun & Bradstreet, Emap, FICO, Informa,

John Wiley, Lagardére Groupe, McGraw-Hill, Pearson, Taylor Nelson
Sofres, Thomson Reuters, UBM, Wolters Kluwer and WPP Group
The TRS comparator group for the 2009 LTIP award compnses
DMGT, Dun & Bradstreet, Expenan, FICO, Informa, John Wiley,
Lagardére Groupe, McGraw-Hill, Pearson, Thomson Reuters, UBM,
Wolters Kluwer and WPP Group This reflects the composition of
the comparator group on the date of grant Mergers and acquisitions
that impact the comparator groups dunng ths three-year performance
cycle will be dealt with on a fair and consistent basis in accordance
with the followang approach Compantes which are taken over withun
sx months after the start of a performance penod are excluded from
the comparator group For those that are subject to a transaction
more than six months Into a performance penod, any transachon-
related share pnce premium 1s ehminated and the TSR pnor to the
transaction i1s indexed forward using the daity average share price
movement for the remaining companies in the peer group

The averaging penod applied for TSR measurement purposes 1S
six months prior to the start of the financial year in which the award
is made and the final six months of the third financial year of the
performance penod Reed Elsewvier's TSR is taken as a simple
average of the TSR of Reed Elsevier PLC and Reed Elsevier NV
The TSR of each comparator company 1s calculated in the currency
of ts pnmary listing

In the event of a change of control, the performance test applied
under the LTIP would be based on an assessment by the
Committes of progress against the Adjusted EPS growth and
TSR targets at the time the change of control occurs (subject to
any rollover that may apply

Sharcholding requirement

The Committee believes that one of the aspects that creates closer
alignment between senior management and shareholders 1s to
require executives to bulld up and maintain a significant personal
stake In Reed Elsevier The shareholding requirements applicable
to the executive directors are set out in the table below and as
described on page 67 were pre-requisttes to participate n the
REGP Shareholding requirements also apply 1o selected senior
executives below the board

On 31 December 2010, the executive directors’ shareholdings were
{valued at the mid-market closing prices of Reed Elsevier secunties)

Actual shamhoiding
as at 31 December 2010
{in % of 31 Cecember 2010
annualised base salary)

Sharehoiding requirement
{in % of 31 December 2010
annuatised base salary)

Enk Engstrom 300% 361%
Mark Armour 200% 396%
Andrew Prozes™ 200% 216%

* The tormal shareholding requirement ceased on retrement

Other ernployee share plans

UK-based executive directors are eligible to partcipate in the HMRC
approved all-employee UK Savings-Related Share Option Scheme
(SAYE) Dunng 2010, US-based executive directors were eligble to
parhcipate in the all-employee US-based Employee Stock
Investment Plan (EMSIP) Under the EMSIP, employees are able to
purchase Reed Elsevier PLC and Reed Elsevier NV securities at the
prevaling market pnce, with commissions and charges being met by
Reed Elsevier

Dilution

At 31 December 2010, the estimated dilution over a ten-year

period from awards over Reed Elsevier PLC shares under all
share-based plans was 5 4% of the Reed Elsevier PLC share capital
The estimated diluton over the same penod in respect of awards
over Reed Elsevier NV shares was 6% of the Reed Elsewvier NV share
capital at 31 December 2010 The estmated dilution in relation to
executive share-based plans was 5% of the Reed Elsevier PLC and
5 5% of the Reed Blsevier NV share capital at 31 Decernber 2010

Retirement benefits

Retrrement benefit provisions are set in the context of the total
remuneration for each executive director, taking account of age

and service and against the background of evolving legislaton and
practice in Reed Elsevier's major countnes of operation Base salary
is the only pensionable element of remunerabon

Erk Engstrom and Mark Armour are provided with UK defined
benelit pension arrangements under which they accrue a pension
of 1/30th of salary for every year of serace (up to a maximum of two
thirds of salary) The pension 1s provided through a combination of
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Directors’ remuneration report continued

* the man UK Reed Elsevier Pension Scheme for salary restricted
to a cap. determined annually on the same basis as the pre-Apnl
2006 Inland Revenue eamings cap, and

« Reed Elsevier's unapproved pension arrangement for salary
above the cap

Pror to 1 November 2007, Enk Engstrom was not a member of
any company pension scheme and Reed Blsewvier made annual
contnbutions of 19 5% of his salary to his perscnal pension plan
From 1 November 2007 contnbutions to tis designated retrement
account ceased and he became a member of the UK defined
benefit pension arrangement

Andrew Prozes, who retired on 31 December 2010, will be entitied
to an annual pension of $613,572 in accordance with the terms of
hus employment agreement in view of the spiit of LexisNexs into
two standalone businesses of nsk solutions and legal & professional
with effect from 1 January 2011, Mr Prozes' rebrement date was
brought forward by cne month from hig 65th birthday In order to fall
outside the penalty tax provisions of Sechon 409A of the US Internal

Transfer values of accrued pension benefits

Ravenue Code, payment of the pension will commence six months
after the retirement date at which point payment of the retirement
benefit relating to the six months ending 30 June 2011 will be made
in a single sum plus inferest at the applicable federal rate

The pension arrangements for all directors (UK and non-UK)
include life assurance cover while n employment, an entitiement
to a pension In the event of Ill health or disability and a spouse’s
and/or dependants’ pension on death

The increase in the transfer value of the directors’ pensions, after
deduction of contnbutions, 1s shown in the table below Transfer
values for the UK directors have been calculated in accordance with
the gurdance note GN11 published by the UK Institute of Actuaries
and Facufty of Actuanies The transfer values at 31 December 2010
have been calculated using the transfer value basis adopted by

the trustees of the pension scheme from 1 QOctober 2008

The transfer value in respect of ndmdual directors represents a

iability in respect of directors’ pension entitiement, and 18 not an
amount paid or payable to the director

Transier valua at

31 December

Increase n 2010 of

Increase n accrued ncrease

Transter Transfer transfer Increasa n annual n aceruad

value value value dunng Accrued accrued pension pension

of accrued of accrued the year annual annual dunng cunng the year

Age at pension pension (net of pension pension the year [net of inflabon

31 December Diactors 31 December 31 December directors 31 December dunng {netot  and dwectors

2010 contrbutions 2009 2010  contnbubons) 2010 the year inflaton)  contnbutions)

Enk Engstrom a7 £6,180 £624,769 £1,366,389 £735440 £105,575 £56,448 £55,269 £709,128
Mark Armour 56 £6,180 £5170,768 £5643891 £466943  £325426 £20450 €13,138  £221,696
Andrew Prozes 64 - $6719.73¢ $7.804300 $1174566  $613572 $98.373 $98.373 $1.265.670

Service contracts

Executve directors are employed under service contracts that
provide for a maximum of one year’s notice The contracts nerther
specify a predetermined leve! of severance payment nor contan
specrfic provisions In respect of a change in control The Committee
beleves that, as a general rule, notice penods should be 12 months
and that the directors should, subject to any legal constramnts within
therr base country, be required to mihgate therr damages in the
event of termination The Committee will, however, note local market
conditions so as to ensure that the terms offered are appropnate

1o attract and retain top executives operating in global businesses

The contractual terms of the executve directors (and for
approximately 100 other sermor executives) include certan
covenants These were reviewed during the year within the context
of the implementaton of the REGP and the new BIP and revised,
where appropniate The covenants are as follows

> non-compettion restnctions apply which prevent the executive
from working in a capacity which competes with any Reed
Elsevier business which he/she was invotved with dunng the
preceding 12 months, from recruiting Reed Bisevier employees
and from soliciting Reed Blsevier customers and suppliers for
a penod of 12 months after lsaving employment,

> In the event of the executive resigning, he/she will mmediately
lose all nghts to any outstanding awards under the mutti-year
incentives ncluding any vested but unexercised options, and

> in the event of a breach of the covenants, any gains made or
payouts recenved, In the penod starting six months pror and
ending 12 months after leaving employment, on the vesting
ar exercise of awards from the multi-year incentives may
be repayable

Each of the executive directors has/had a service contract, as summarised in the table below

Contract Date Expry date (subyact 1o notice penod) Notca penod Subject 10
Enk Engstrom® 25 June 2004 14 June 2025 12 months English law
Mark Armnour® 7 October 1996 29 July 2014 12 months English law
Andrew Prozes® 5 July 2000 Retired effectve - New York law

31 December 2010

[ Empioyed by Reed Elsevier Group pic {i) Employed by Reed Elsevier Ing

* The terms of his contract prowded for a payment of one year s base salary on tarmination without cause Since Andrew Prozes retred by mutual agreement
on 31 December 2010 no addmonal payments are due under the terms of his contract The terms agreed in respect of his retirerment are set out below
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Directors’ remuneration report continued

Andrew Prozes’ retirement arrangements
The following terms applied to Andrew Prozes who retired on
31 December 2010

* he s elgible for an annual bonus under the AIP for fnancial year
2010 Any bonus due will be paid by no later than 15 March
2011 and will be subject to performance aganst his KPQOs and
LexisNexis financial performance for 2010 in the same way as
the bonuses payable to the other executive directors,

* no termination payments were due since he retired,

* In accordance with the terms of his contract, he will be entitled
to fully subsidised retiree medical benefits for ife which are also
avallable to his surviving spouse,

s he recelved no grants under ESOS and did not participate in
the REGP implemented dunng 2010,

¢ the covenants relating to non-competition, non-solicitation and
confidentiality remain in place for 12 months post-retirement,

s all unvested share-based awards were treated in accordance
with the rules of the plans, and cutstanding options remain
exercisable for three years from retirement, and

* his LTIP shareholding requirement ceased on retirement

Policy on external appointments

The Committee believes that the experience ganed by allowing
executive directors to serve as non-executive directors on the
boards of cther crganisations 1s of benefit to Reed Elsevier
Accordingly, executive directors may, subject to the approval of the
Chairman and the Chief Executive Officer, serve as non-executive
directors on the boards of up to two non-associated companies
(of which onty one may be to the board of a major company) and
they may retain remuneration ansing from such appointments

+ Andrew Prozes Is a non-executive director of the Cott
Corporation and received a fee of $130,000 (£83,871)
during 2010 ($127,285 (£81,073) durng 2009)

*  Mark Armour joined the board of SABMiller plc as a
non-executive director on 1 May 2010 and receved &
fee of £53,610 {pro-rata since appontment) durng 2010

Non-executive directors

Policy on non-executive directors’ fees

Reed Blsevier seeks to recruit non-executive directors with the
expenence 1o contribute to the boards of a dual-listed global
business and with a balance of personal skills that will make a
major contrbution to the boards and their committee structures
With the exception of Dien de Boer-Kruyt, who retired dunng 2010,
and Marike van Lier Lels who served/serves only on the Supenasory
Board of Reed Elsevier NV, non-executive directors, including the
Chairman, are appointed to the beards of Reed Elsevier Group plc,
Reed Elsevier PLC and the Supervisory Board of Reed Elsevier NV
Non-executive directors’ fees reflact the directors’ membership of
the three boards

The primary source for comparative market data 15 the practice of
FTSE 50 companies, although reference 1s also made to AEX and
US listed companies

Non-executive directors, including the Chairman, serve under letters
of appointment and are not entitled to notice of, ar payments
following, retrement fromm the boards

Fee levels

Non-executive directors receive an annual fee in respect of their
memberships of the boards of Reed Elsevier PLC, Reed Elsevier NV
and Reed Elsevier Group plc The fee pad to Dien de Boer-Kruyt
until her retrement and to Manke van Lier Lels, who served/serves
only on the Supervisory Board of Reed Elsevier NV, reflects ther
time commutment to that company and to other companies within
the Reed Blsevier combined businesses Non-executive directors
are rembursed for expenses incurred in attending meetngs They
do not receve any performance related bonuses, pension provision,
share opticns or other forms of benefit, except the Chairman of
Reed Elsevier Group plc, who 13 In receipt of private medical benefit
Fees may be reviewed annually, although in practice they have
changed on a less frequent basis It is the intention to introduce

a separate fee for the senior independent director of £20000 pa
subject to obtaning relevant approval at the 2011 Annual General
Meeting of Reed Elsevier NV Subject to approval being granted,
this fee s proposed to apply retroactively from 1 January 2011

Annual fee 2011 Annual fee 2010

Charman £500,000 £500,000
Non-executive directors £55,000/€75,000 £55,000/75,000
Senior Independent Director  £20,000 (proposed) -
Charrrman of

— Audit Committee £15,000/€20,000 £15,000/€20,000
= Remuneration Committes £15,000/€20,000 £15,000/€20,000

The total annual fee payable to Manke van Lier Lels 1s €48,000
The Chairman of Reed Elsevier chars the Nominations Committee
and does not receive a separate fee for his role as charrman of
that committee

At the Annual General Meeting of Reed Elsevier NV a proposal
will be made to set the maxmum amount of annual remuneration
of the Supervisory Board of Reed Elsevier NV at €600,000
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Directors' remuneration report continued

Total Shareholder Return graphs

As required by the Large and Medium-sized Companies and
Groups {Accounts and Reports) Regulations 2008, the graphs In
this section show the Reed Elsevier PLC and Reed Elsevier NV
total sharsholder retum performance, assuming dmdends were
renvested They compare the Reed Elsevier PLC performance
with that achieved by the FTSE 100, and the Reed Elsevier NV
performance with the performance achieved by the Euronext
Amsterdam (AEX) Index, over the five-year penod from

31 December 2005 to 31 December 2010

For the five-year period from 31 December 2005, the TSR for

Reed Elsevier PLC was 17 3%, against a FTSE 100 retumn of 26 3%
For Reed Elsevier NV durning the same penod, TSR was minus 2 7%
against an AEX Index return of minus 31% As Reed Elsevier PLC
and Reed Elsevier NV are members of the FTSE 100 and AEX Index
respectvely, these indices are relevant

Reed Elsevier PLC v FTSE 100 - 5 years

Reed Elsevier NV v AEX - 5 years

For the purposes of the charts, the total shareholder return is
calculated on the basis of the average share price in the 30 trading
days prior to the respective year ends and on the assumption that
dividends were reinvested

Remuneration and share tables

The information set out n this section forms part of the audited
disclosures in this report For the purposes of the disclosures In
this section, the average exchange rates for the relevant year have
been used

Directors’ emoluments and fees

Aggregate emoluments

The emoluments of the directors of Reed Elsevier PLC and

Reed Elsevier NV (including any entitlernent to fees or emoluments
from erther Reed Elsevier Group ple or Elsevier Reed Finance BY)
were as follows

2010 2008
£7000 £000
Salanes and fees 3,324 4,016
Benefits 97 360
Annual performance-related bonuses 2,351 2,284
Payments for loss of office 499* 1,124

Pension contnbutions 43 32

Paymenis to former directors - 284
Pension in respect of former directors 1,179 1,034
Total 7,493 9,144

* Jan Smith's employment ended on 10 November 20089 under the arrangements
described on page 71 of the 2009 Remuneraton Report In accordance with the
terms agreed on termmation, he raceved a further five nstalments of his previcus
base salary and benefits dunng 2010 Payments ceased in November 2010 and
there are no further obligations

Indwidual fees of non-executive directors

2010 2009

£ £

Cien de Boer-Kruyt {until 19 Apnl 2010) 13,675 42 857
Mark Elliott 70,000 70,000
Anthony Habgood (from 1 June 2009} 500,000 291,667
Lisa Hook 55,000 55,000
Marke van Lier Lels {from 13 January 2010) 39,744 -
Robert Polet 55,000 55,000
Dawd Reid 55,000 55,000
Lord Shanman 63,750 70,000
Ben van der Veer {from 3 September 2009) 71,225 22,321
Total 923,394 661,845

* Excludes prvata medical insurance benefit of £1 244

Cther required disclosures
No loans, advances or guarantees have been provided on behalf of
any director

The 2007-09 cycle of awards made under ESOS, BIP and LTIP
lapsed for the executive directors as a result of performance
condions not being met The executive directors made no nohonal
pre-tax gans during 2010 on any mutti-vear incentives (2009
£8,303,637) except for Andrew Prozes who made a gan of £595
on the exeraise of vested options dunng the year Details are shown
on pages 77-79
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Directors' remuneration report continued

Individual emoluments of executive directors

Salary Bonafits Bonus Total 201¢ Total 2009

£ £ £ [ £

Erk Engstrom 1,000,000 29,108 993,000 2,028,108 1,861,374
Mark Armour 613,440 22475 612,827 1,248,742 1,227,550
Andrew Prozes 787,002 45481" 739569 1672052 1,452,698
Total 2,400,442 97,084 2,351,396 4,848,902 4,531,622

*Includes a cash payment of £24 123 n respect of accrued but untaken holiday at the date of retrament

Condhional shares awarded in the year under the multi-year incentives are set out by executive director on pages 77-79 Vesting 1s
subject to performance conditions relating to growth in EPS, ROIC and TSR and other conditions, including shareholding requirements,
as descnbed on previous pages The maximum number of condiional shares that can vest under the Reed Elsevier Growth Plan s
150% of the grant award if performance conditions are met over a five-year penod The maximum number of conditonal shares that

can vest under the Bonus Investment Plan 1s equivalent to the grant award
Erk Engstrom was the highest paid director in 2010

Directors’ shareholdings in Reed Elsevier PLC and Reed Elsevier NV

The interests of those INdivduals who were directors of Reed Elsevier PLC and Reed Elsevier NV as at 31 December 2010 in the 1ssued
share capital of the respective compantes at the beginning and end of the year are shown below

Reed Eisovier PLC

Reed Elsevier NV

ordinary shares ordwinary shares

1 January 31 December 1 January 31 December

2010 2010 2010 2010

Mark Armour 248,742 248,742 136,889 136,889
Mark Elott - — - -
Erk Engstrom 107,040 107,040 365,580 383,450
Anthony Habgood 50,000 50,000 - 25,000
Lisa Hook - - - -
Manke van Lier Lels - - - -
Robert Polet - - - -
Andrew Prozes 148,142 148,142 112,004 112,004
David Reid - - - -
Lord Sharman - - - -
Ben van der Veer - - 1,298 1,298

*On date of appontment if subsequent to 1 January 2010

There have been no changes in the interests of the directors in the Reed Blsevier PLC or Reed Elsevier NV ordinary shares at the date
of this report

Share-based awards in Reed Elsevier PLC and Reed Elsevier NV

Detalls of vested options, including options vested duning the year, {all shown in blue) and unvested options and restncted shares held

by directors in Reed Elsevier PLC (PLC) and Reed Elsevier NV {NV) as at 31 December 2010 are shown in the tables overleaf The shading
in the tables denotes awards granted durng the year of reporting The vesting of cutstanding unvested awards 1s subject to performance
condrtions 1N accordance with the provisions of the respective plan rules For disclosure purposes, any PLC and NV ADRs awarded to
drectors under the BIP have been converted into ordinary share equivalents At the date of this report there have been no changes in the
options or restncted shares held by executve directors in office at 31 December 2010 other than those retating to the 2008-10 cycles of
ESOS and LTIP as disclosed on pages 77-79 The market pnce at the date of award of grants made under the REGP, ESOS, BIP and LTIP
and gains made on the exercise of options are based on the middle market prce of the respective secunty
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Directors’ remuneration report continued

Erik Engstrom

Options
No of Mo of No of Gross No of
options options coptions  Markst gans options
held on granted exgroised  prce per made on heid on Urvasted Optons
Year of Option 1 Jan dunng  Opbon dunng share at BXErTsa 31 Dec options exercisable
grant over 2010 2010 price 2010 exercise £€ 2010 vesting on untt
ESOS 2004 PLC ord 63.460 £4780 63,460 23 Aug 2014
NV ord 43,866 €1030 43,866 23 Aug 2014
2005 PLCord 154517 £5 335 154,517 17 Feb 2015
NV ord 105,412 €11 31 105,412 17 Feb 2015
2006 PLCord 178,895 £5 305 178,895 13 Mar 2016
NV ord 120,198 e 47 120,198 13 Mar 2016
2007 PLCord 130,080 £6445 - Lapsed
NV ord 85,897 €14 51 - Lapsed
2008 PLCord 143,000 £6 275 143,000 Lapsed”
NV ord 94,000 €12 21 94000 Lapsed”
2008 PLCord 146,923 £5 420 146923 19 Feb 2012 18 Feb 2019
NV ord 85,399 €9 415 85309 19 Feb 2012 19 Feb 2019
LnpP 2004 PLC ord 325,163 £478 325,163 23 Aug 2014
NVord 224,766 €10 30 224,766 23 Aug 2014
Total PLC ords 1,142,018 1,011,958
Total NV ords 769,538 683,641
Lapsed pnor o the date of this report
Shares
No of No of
unvested No of No of Notonal  unvested
sharas shares  Market sharas  Market FOSS shares
heldon  awarded pnce per vested pnce per gans at hetd on
Year of Type of 1.Jan dunng shareat dunng  share at vestng 31 Dec Date of
grant secunty 2010 2010 award 2010 wvestng £/e 2010 vesting
BIP 2007 NvVord 27572 €13 49 - Lapsed
2008 NvVod 30318 €1244 - Lapsed
2009 NVord 57,216 €8 201 - Lapsed
2010 NvVord 140378 €8 310 140,378 Q1 2013
LTIP 2007 PLCord 61,453 £6 445 - Lapsed
NV ord 40,586 €14 51 - Lapsed
2008 PLCord 68,500 £6 275 68,500 Lapsed”
NV ord 45,000 €z 45,000 Lapsed*
2009 PLCord 103,902 £5 420 103,802 19 Feb 2012
NV ord 67,465 €9415 67,465 19 Feb 2012
REGP 2010 PLCord 643,086 £4 665 643,086 50% Q1 2013
50% Q1 2015
NV ord 422310 €8 310 422310 50% Q1 2013
50% Q1 2015
Total PLC ords 233,855 643,086 815,488
Total NV ords 268,157 562,688 675,153

* Lapsed prior to the date of this report
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Directors' remuneration report continued

Mark Armour
Options
No of No of No of Gross No of
options optons options Market gamns options
held on granted exercised  pnce per made on heid on Urwvested Optons
Year of Opton i Jan dunng  Opton dunng shama at exareIse 31 Dec ophons exgreisable
grant over 2010 2010 price 2010 exercise £/€ 2010 vesting on untl
ESOS 2001 PLC ord 62,974 £6 530 62,974 23 Feb 201
NV orct 44,882 €475 44,882 23 Feb 2011
2002 PLC ord 74,000 £6 000 74,000 22 Feb 2012
NV ord 51,826 €1394 51,926 22 Feb 2012
2005 PLCord 150422 £5335 150,422 17 Feb 2015
Nvord 102618 €1131 102,618 17 Feb 2015
2006 PLCord 158,838 £5305 158,836 13 Mar 2016
Nvord 106,720 €147 106,720 13 Mar 2016
2007 PLCord 130,740 £6 445 - Lapsed
NV ord 86,347 €14 51 - Lapsed
2008 PLCord 144000 £6 275 144,000 Lapsed”
NV ord 94,000 €221 94,000 Lapsed”
2008 PLCord 147692 £5420 147692 19 Feb 2012 19 Feb 2019
NV ord 95,809 €9 415 95899 19 Feb 2012 19 Feb 2019
LTiP 2004 PLCord 290,481 £4 872 290,481 19 Feb 2014
NvVod 199,467 €10 57 199,467 19 Feb 2014
SAYE 2010 PLC ord 2173 £4176 2173 1 Aug 2013 1 Feb 2014
Total PLC ords 1,158,145 2,173 1,030,578
Total NV ords 781,859 695,512
~ Lapsed pnor to the dale of this report
Shares
No of No of
unvested No of No of Notional unvested
shares shares  Markst shares  Market gross shares
heldon  awarded pnce per vasted  price per gans at held on
Year of Type of 1.Jan dunng share at dunng sharg at vesting 31 Dec Date of
grant sacunty 2010 2010 award 2010 wvestng E 2010 vesting
BIP 2007 PLC ord 19,859 £6155 - Lapsed
NV ord 13,371 €1349 - Lapsed
2008 PLCord 25,291 £6 600 - Lapsed
NV ord 16,993 €1244 - Lapsed
2008 PLC od 27,886 £4985 - Lapsed
NV ord 18,6568 €8 201 - tapsed
2010 PLC ord 65,054 T4665 65,054 Q1 2013
NV ord 42,512 €8310 42,512 Q1 2013
LTP 2007 PLC ord 61,775 £6 445 - Lapsed
NV ord 40,799 €14 51 - Lapsed
2008 PLC ord 67,000 £6 275 67,000 Lapsed”
NV ord 44,000 €1221 44,000 Lapsed”
2009 PLC ord 76,397 £5 420 76,397 19 Feb 2012
NV ord 49,605 €93 415 49,605 19 Feb 2012
REGP 2010 PLC ord 394,495 £4665 394,495 50% Q1 2013
50% Q1 2015
NV ord 259,062 €8 310 259062 50% Q1 2013
50% Q1 2015
Total PLC ords 278,208 459,549 602,946
Total NV ords 183,336 301,574 395,179

* Lapsed prior to the date of this report
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Directors’ remuneration report continued

Andrew Prozes

Options
No of No of No of Gross No of
ophons opbons optons  Market gans ophons
held on granted exercised  prce per made on held on Unvested Opbons
Year of Optien 1Jan dunng  Opton dunng shars at exercise 31 Dec options exgreisable
grant over 2030 2010 prce 2010  exercise € 2010 vesting on untl
ESOS 2001 PLC od 83,785 £6 590 83,785 23 Feb 201
NV ord 59,714 €1475 59,714 23 Feb 2011
2002 PLCod 103,722 £6 000 103,722 22 Feb 2012
NV ord 72,783 €1394 72783 22 Feb 2012
2003 PLCord 132142 L4515 1,000 £5110 £895 131,142 21 Feb 2013
NV ord 94,088 €934 94,086 21 Feb 2013
2004 PlLCod 162,666 £4 872 162,666 31 Dec 2013
NV ord 111,698 €1057 111,698 31 Dec 2013
2005 PlLCord 154,517 £5 335 154,517 31 Dec 2013
Nvod 105412 €11 31 105,412 31 Dec 2013
2006 PLCord 182,303 £5305 182,303 31 Dec 2013
NV ord 122,487 €11 47 122,487 31 Dec 2013
2007 PLCord 132,537 £6 445 - Lapsed
NV ord 87,533 €14 51 - Lapsed
2008 PLCord 145,000 £6 275 145000 31 Dec 2013
NV ord 96,000 €122 96,000 31 Dec 2013
2009 PLCord 149722 £5 420 99,815 31 Dec 2013*
NV ord 897,216 €9 415 64,811 31 Dec 2013*
LTIP 2004 PLCord 304,558 £4872 304,558 31 Dec 2013
NvVord 209,133 €1057 209133 31 Dec 2013
Total PLC ords 1,550,952 1,000 £595 1,367,508
Total NV ords 1,056,063 936,125
Shares
No of No of
unvested No of No of Notioral urvastad
shares shares  Market shares  Market gross shares
held on awarded price per vasted  price per gans at held on
Year of Type of 1.Jan dunng share at dunng shareat vasting 31 Dec Date of
grant securty 2010 2010 awand 2010 vestng e 2010 vasting
BIP 2007 PLC ord 21,548 £6 155 - Lapsed
NV ord 14,574 €13 49 - Lapsed
2008 PLC od 20,030 £6 600 - Lapsed
NV ord 13,505 €12 44 - Lapsed
2009 PLC ord 32,335 £4 985 - Lapsed
NV ord 21,626 €8 201 - Lapsed
2010 PLC ord 88,687 L4665 29,562 Q1 2013*
NV ord 58,545 €8310 18,515 Q1 2013*
LTIP 2007 PLC ord 62,623 £6445 - Lapsed
NV ord 41,359 €145 - Lapsed
2008 PLC ord 68,000 £6 275 68,000 Lapsed™
NV ord 44,500 €12 21 44,500 Lapsed™
2009 PLCord 105881 £5420 70,587 19 Feb 2012*
NV ord 68,750 €9 415 415,833 19 Feb 2012*
Total PLC ords 310417 88,687 168.149
Total NV ords 204,314 58,545 109,848

* Awards have beer pro-rated for senice
** Lapsed pnor to the date of this report

MDA JIAL)

MRS [BIOLUBLLY

BOUBLLBAOD) | |

LIOHEILLKHUT JALHO PUB SIUBLUGIEIS [Biouaul)

Annual Reports and Fnancial Staternents 2010 Reed Elseviar 79




Directors’ remuneration report continued

Other required disclosures in respect of share-based awards
The number of shares and optons that vest in respect of all
outstanding {unvested) awards under the mult-year mcentives
depend on the extent to which performance conditions are met

In respect of the REGP, the maximum number of shares that can
vest 1s 150% of the number of shares shown in the tables above

In respect of ESOS and BIP, the number of awards shown in the
table s the maximum capable of vesting ESOS awards vest on

the third anniversary and expire on the tenth anniversary of the
date of grant For LTIP, the number of shares shown in the share
tables reflects the target award The target award under the 2009-11
cycle of LTIP vests for achieving Adjusted EPS growth of 12% and
mechan TSR relative to an Industry comparator group Depending
on actual Adjusted EPS growth and TSR, the proportion of the
target award that may vest could be lower or higher The maximum
that can potentially vest in respect of these awards is 189% of

the number of shares compnsed in the target awards shown in

the tables above

Options under the SAYE scheme, in which all eligible UK employees
are nvited to parbicipate, are granted at a maxaimum discount of 20%
to the market price at time of grant They are normally exercisable
after the expiry of three or five years from the date of grant No
performance targets are attached to these option grants as the
SAYE 1s an all-employee scheme

The middle market price of a Reed Elsevier PLC ordinary share

at the date of award of grants under the REGP and BIP was £4 665
The ruddle market pnce of a Reed Elsevier NV ordinary share at
the date of award of grants under the REGP and BIP was €8 31

The middle market pnce of a Reed Elsevier PLC ordinary

share dunng the year was in the range of £4 606 to £5 63 and

at 31 December 2010 was £5 415 The middle market price of

a Reed Elsewvier NV ordinary share dunng the year was in the
range of €8 174 to €10 115 and at 31 December 2010 was €9 257

Employee Benefit Trust

Any secunties required to sabisfy entifements under the REGF,

LTIP and BIP are provided by the Employee Benefit Trust (EBT)
from market purchases As a potential beneficiary under the EBT in
the same way as other employees of Reed Elsevier, each executive
director 1s deemed to be interested in all the shares held by the
EBT which, at 31 December 2010, amounted to 14,654,161 Reed
Elsevier PLC ordinary shares (1 17% of issued share capital) and
7,781,790 Reed Elsevier NV ordinary shares {1 01% ¢f issued share
capital) These numbers include ordinary share equivalents held in
the form of Resd Blsevier PLC ADRs and Reed Elsevier NV ADRs

Approved by the Board of Reed Elsewvier Group plc on
16 February 2011

Mark Elliott
Chairman of the Remuneraton Committee

Approved by the Board of Reed Elsevier PLC on 16 February 2011

Mark Elliott
Non-Executive Director

Approved by the Combined Board of Reed Elsevier NV on
16 February 2011

Mark Elliott
Member of the Supervisory Board
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Report of the Audit Committees

Thus report has been prepared by the Audit Committees of
Reed Elsevier PLC and Reed Elsevier NV in conjunction with the
Audit Committee of Reed Elsevier Group pic (the Committees)
and has been approved by the respective boards

The report meets the requirements of the UK Corporate
Governance Code, issued by the UK Financial Reporting Councll,
and the Duich Corporate Governance Code, 1ssued by Dutch
Comporate Governance Code Monitonng Commitiee

Audit Committees

The main role and responsibiliies of the Commuttees in relation to
the respectve companies are set out In written terms of reference
and include

) to mortor the integnty of the financial statements of the
company, and any formal announcements relating to the
company's financial performance, reviewing significant financial
reporting Judgements contaned n them,

(i) to revew the company’s internal financial controls and the
company’s internal control and nsk management systems,

() to monitor and review the effectveness of the company's
intemal audrt function,

iv) to maks recommendations to the board, for it to put to the
shareholders for their approval in general meeting, in relation
to the appointment, reappointment and removal of the external
auditor and to approve the remuneration and terms of
engagement of the external audtor,

v

to revew and monitor the external auditors’ Independence and
objectmty and the effectveness of the audit process, taking into
consideration relevant professional and regulatory requirements,
and

(vi) to develop and recommend policy on the engagement of the
external audrtor to supply non audrt services, taking into account
relevant ethical gudance regarding the provision of non audit
services by the external audit firm, and to monrtor compliance

The Committees report to the respective boards on therr actvities
dertifiying any matters in respect of which they consider that action
or improvement 1s needed and making recormmendations as to the
steps to be taken

The Reed Elsevier Group pic Audt Committee fulfils this role in
raspect of the publshing and nformation operating busness The
functions of an audit committee in respect of the financing activihies
are carmed out by the Supervisory Board of Elsevier Reed Finance
BV The Reed Elsevier PLC and Reed Elsevier NV Audit Commitiees
fulfil therr roles from the perspective of the parent companies and
both Committees have access to the reports to and the work of

the Reed Blsevier Group plc Audit Committee and the Elsevier

Reed Finance BV Supervisory Board in this respect

The Committees have explicit authonty to investigate any matters
within ther terms of reference and have access to all resources and
information that they may require for this purpose The Committees
are entitled to cbtan legal and other independent professional
advice and have the authonty to approve all fees payable to

such adwisers

The terms of reference of each Audit Committee are reviewed
annually and a copy of each s published on the Reed Elsevier
wehsite, www reedeliseviercom

Committee membership

The Commuttess each compnse at least three ndependent
non-executive drectors The members of each of the Commitiees
that served dunng the year are Ben van der Veer ({Charman of
the Committees from August 2010), Lord Sharman (Chairman

of the Committees unhbl August 2010), Lisa Hook and Dawvid Reid
Lord Shaman and Dawd Rexd, both UK chartered accountants,
and Ben van der Veer, a registered accountant in the Netherlands,
are considered to have significant, recent and relevant financial
expenence Lord Sharman wil retire as a member of the Committees
in Apnl 2011 Biographies of the members of each of the
Committees are set out on page 55

Appointments to the Commitiees are made on the recommendaton
of the Nommnations Committee and are for penods of up to three
years, extendable by no more than two additional three-year
penods, so long as the member conbinues to be independent
Details of the remuneration policy in respect of members of the
Cormmittees and the remuneration paid to members for the year
ended 31 December 2010 are set out in the Directors’ Remunerahon
Report on pages 62 to 80
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Report of the Audit Committees continued

Committee activities

The Committees hold meetings five times a year in January,
February, June, Juty and December, and reports on these meetings
are made to the respective boards at the next board meetings

The principal business of these meetings typically ncludes

- January review of critcal accounting policies and practces,
and significant financial reporting 1ssues and judgements ansing
in connection with the annual financial statements, Including
approprateness of the going concern assumption, review of
nsk management actvibies, comphance and mtemal control
effectiveness, reviewing and approving the interal audit plan,
review of internal audit findings, review of the Reed Elsevier
policy on audritor ndependence and the fees paid to the
external audrtor for audit and non audt services,

- February review and recommending for approval to the Boards
of annual financial staterments, results announcement, annual
report on Form 20-F and related formal statements, review of
external audt findings,

— June monttonng and assessing the qualfication, performance,
expertise, resources, objectvity and independence of the
external auditors and the effectiveness of the external audit
process, agreeing the external audit plan, reviewing significant
financial reporting 1ssues and judgements ansing in connection
with the intenm financial staternents, review of significant externat
financial reporting and regulatory developments, review of tax
policies review of comphance actvities, review of report from
external auditors on control matters, review of internal
audt indings,

- Juty review of crical accounting policies and practices, and
significant financial reporting Issues and judgements arsing
in connection with the ntenm financial statements, Including
appropnateness of the going concem assumpticn, review
and recommending for approval to the Boards of the intenm
financial staterments, results announcement and related formal
statements, review of external audtt findings, review of nsk
management actvties and intemal audit findings, review and
approval of the external audit engagement letters, review of
estimated external audit fees,

- December review of year end financial reporting and accounting
1ssues, review of significant external financal reporting and
regulatory developments, review of external audtt findings to
date, review of internal audit indings, review of the terms of
reference and effectveness of internal audt, review of the terms
of reference of the Audit Committees

The Audit Committee meetings are typically attended by

the Chief Financial Officer, the Reed Blsevier Group plc group
financial controller, cheef nsk officer and director of internal audr,
and audit partners of the external auditors From time to time

the Charman and Chief Executive Officer may attend the Audit
Committee meetings Additionally, the managing director and senior
representatives of the external audtors of Elsevier Reed Finance BV
attend the July and February meetings of the parent company Audit
Committees At least one meeting each year, the Committees meet
separately wath the external auditors without management present
The Charrman of the Audit Committees has at least one separate
meeting each year with the director of internal aucdt

In discharging ther principal responsibiliies in respect of the 2010
financial year, the Committees have

) recewed and discussed reports from the Reed Elsevier Group
plc group financial controller that set out areas of significance in
the preparation of the financial statements, ncluding review of
the carrying values of goodwill and intangible assets for possible
imparrment, review of estmated useful ives of intangible assets,
accounting for pensions and related assumptions, accounting
for share based remuneration and related assumptions, review
of the carmying value of investments, accounting treatment
for acquisttions and disposals and business restructunng,
applcation of revenue recognition and cost capitalisation
policies, accounting for denvatives, review of tax reserves
and provisions for lease obligations, and the use of the going
concern basis In the preparation of the financial statements
Areas of focus in 2010 were the accounting and judgements in
respect of the carrying value of goodwill and intangible assets,
taking into account the effects of the recent global recession and
subseguent economic ervironment on business performance,
revenue recognition and cost capitalisation as business models
evolve from pnnt publications to online services, accounting
for the sale and/or closure of a number of Reed Businass
Information titles and businesses, tax provisioning, and the
recognimon of labiibes ansing from the restructurng
programmes and lease cbhgations

{i) reviewed the cntical accounting polcies and compliance
with applicable accounting standards and other disclosure
requirements and received regular update reports on accounting
and regulatory developments
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Report of the Audit Committees continued

{n) receved and discussed regular reports on the management
of matenal nsks and reviewed the effectiveness of the systems
of intemal control As part of this review, detalled intemal control
evaluation and certfication 1s obtaned frorm management across
the operating businesses, reviewed by internal audit and
discussed with the Committees

(v recenved and discussed regular reports from the Reed Elsevier
Group plc chief nsk officer and director of internal audit
summansing the status of the Reed Elsevier nsk management
actvities and the findings from internal audit reviews and the
achons agreed with management Areas of focus in 2010
included project management of development spend,
particularly in relation to the significant product and infrastructure
investment in the US legal business, restructunng and acquisiton
integration actmties, notably in the restructunng of Reed
Business Information and the integration of the ChoicePoint
acquisition within LexisNexis Risk Solutions, regulatory
compliance and review of Information secunty, business
continuity planning, and continued compliance with the
requirements of Section 404 of the US Sarbanes-Oxley Act
relating to the documentation and teshing of internal controts
over financial reporting

{v)

=

reviewed and approved the internal audt plan for 2010
and monrtored execution, including progress in respect
of recormmendations made Rewviewed the resources,
budget and effectiveness of the internal audit functon

(v} recened presentatons from the Reed Elsevier vice president
camphance on the comphance programme, including the
operation of Reed Hsevier's codes of conduct, traiming
programmes and whistleblowing arrangements, and from
the LexisNexts senior vice president, privacy, secunty and
compliance on managemert of data privacy, secunty and
compliance

fwi} receved regular updates from the Chigf Financral Officer on
developments within the finance function

Ben van der Veer, Lisa Hook and David Rexd attended all five
meetings of the Committees in 2010 Lord Sharman attended
four meetmgs

The extemal auditors have attended all meetings of the Committees
They have prowvided written reports at the February, June, July and
December meetings summansing the most significant findings

from ther audit work These reports have been discussed by

the Committees and actons agreed where necessary

External auditor independence and audit effectiveness

The Audit Committees have the delegated responsibility for
reviewing the effectiveness of the extemal audtt and cverseeing

the independence and objectnty of the auditors Reed Hsewver has
a well established policy on audrt effectiveness and independence
of audstors that sets out inter ala the responsibilities of the

Audit Committee in the selection of auditors to be proposed for
appointment or reappointment at the annual general meeting and for
agreement on the terms of ther engagement and the scope of the
annuat audt, the auditor independence requirements and the polcy
on the provision of non audt services, the rotaticn of audtt partners
and staff, and the conduct of meetings between the auditors and
the Audit Committee The polcy 1s avallable on the Reed Elsevier
website, www reedelsevier com

Under the policy, the audiors are precluded from engaging in

non audit services that would compromise therr ndependence or
violate any professional requirements or regutations affecting thewr
appointment as auditors In general, the auditors may not provide
a service which creates a mutuality of interest, places the auditor In
a posttion to audit thewr own work, resufts in the auditor acting in a
capacity akin to that of a company manager or employes, or puts
the auditor in the role of advocate for the company The policy sets
out specific services that may not be prowded by the auditors The
audrtors may provide non audn services which do not confiict with
therr ndependence where ther skills and expenence make them

a logical supplier of the services, and subject to pre-approval by
the Audt Committee The Commuttees have reviewed and agreed
the non audit services provided in 2010 by the external auditors,
together with the associated fees which are set out in note 3 to

the combined financial statements The non audit services provided
were In the areas of taxation, other audit related services, due
dilgence and other transaction related services where therr
knowledge of the Reed Elsevier businesses and expenence made
them most suttabie to carry out the work required

The external audtors are required to rotate the audit partners
responsible for the audit engagement every five years The lead
engagement partner has now completed his second year of auditing
Reed Elsevier's financial statements Any decision to open the audit
to tender 1s taken only on the recommendation of the Committees
The external auditors have confirmed their ndependence and
compliance with the Reed Elsewvier policy on auditor independance
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Report of the Audit Committees continued

The Committees conducted a formal review dunng 2010 of the
performance of the external auditors and the effectiveness of the
external audt process for the year ended 31 December 2009

As part of this process, the Committees reviewed the report on the
exterral auditors by the Audit Inspection Unit of the UK Financial
Reparting Council 1ssued In September 2010 and the report

of the Automtert Financiete Markten in the Netherlands ssued

on 1 September 2010 on the general findings of the quality

and effectveness of audits performed by external audit firms
(Rapport algemene bevindingen kwaliteit accountantscontrole

en kwaltertsbewaking) Based on these reviews, and on therr
subsequent cbservations on the planning and execution of

the external audit for the year ended 31 December 2010, the
Committees have recommended to the respective boards that
resolutions for the reappointment of the external auditors be
proposed at the forthcoming Annual General Mestings Delottte LLP
and Deloitte Accountants BV or therr predecessor Delortte firms
were first appointed respectively auditors of Reed Elsevier PLC and
Reed Elsevier NV for the financial year ended 31 December 1994
In addriton to the annual review of the performance of the external
auditors and the effectiveness of the audt process, at least every
four years the Committees will consider whether the objectives of
the audt would be better served through a formal tender process
for the auditor appointment

The effectiveneass of the operation of the Audnt Committees was
reviewed as part of the effectiveness review of the Boards in
December 2010

Ben van der Veer
Chairman of the Audit Commuittees

16 February 2011
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Combined income statement

20t0 2009
For the year ended 31 December Note £m £m
Revenue 1 6,055 6,071
Cost of sales (2,209) (2,252)
Gross profit 3,846 3,819
Seling and distnbution costs {1,091) (1112
Administration and other expenses {1,687) (1,935)
Qperating profit before jont ventures 1,068 772
Share of results of jont ventures 22 15
Operating profit 2 1,090 787
Finance ncome 7 8 7
Finance costs 7 (284) (298)
Net finance costs (276) (297
Disposals and other non operating tems a8 {46) 61
Profit before tax 768 435
Taxation 9 (120) 40)
Net profit for the year 648 395
Attnbutable to
Parent companies’ shareholders 642 391
Non-controling interests 6 4
Net profit for the year 648 385
Combined statement of comprehensive income

2010 2009
For the year ended 31 December Nots £m £m
Net profit for the year 648 395
Exchange differences on translation of foreign operations 94 (122
Actuanal (losses)/gams on defined benefit pension schemes 5 (63) 6
Cumulative farr value movements on disposal of avalable for sale investments - 1
Farr value movements on cash flow hedges (58) 53
Transfer to net profit from hedge reserve (net of tax) 18 46 84
Tax recognised directly in equity 9 29 {25)
Other comprehensive Income/{expense) for the year 48 3
Total comprehensive income for the year 696 392
Attnbutable to
Parent companies' shareholders 690 388
Non-controling interests 6 4
Total comprehensive incormne for the year 696 392
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Combuned financial statements
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Combined statement of cash flows :
2010 2009
For the year ended 31 December Note £m £m
Cash flows from cperating activities
Cash generated from operations i 1,649 1,604
Interest pard (295) (302)
Interest received 8 9
Tax pard (net) (9) (1200 L—
Net cash from operating activities 1,353 1,1H g
Cash flows from mvesting activities §
Acquistions 11 {50) {94) 2
Purchases of property, plant and equipment {83) {78)
Expenditure on internally developed intangible assets (228) {164)
Purchase of investrments 5) 3
Proceeds from disposals of property, plant and equipment 7 4
Net proceeds/(costs) from other disposals 6 (2
Dwdends received from joint ventures 24 23
Net cash used in investing activities {329) {314)
Cash flows from financing activities
Dwadends paid to shareholders of the parent companies (483) {457) -
Dristnbutions to non-controlling interests (8} 3 3
(Decreaseyincrease n short term bank loans, overdrafts and commercial paper (143) 107 8
Issuance of other loans - 1,807 g
Repayment of other loans {394) (2,862) =
Repayment of finance leases M 124
Proceeds on 1ssue of ordinary shares " 834
Net cash used in financing activities (1,024) (576)
Increase in cash and cash equivalents 11 - 301
Movement in cash and cash equivalents
At start of year 734 375
Increase In cash and cash equivalents - 301 —
Exchange translation differences 8 58 g
At end of year 742 734 g
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Combined statement of financial position

2010 2009
As at 31 December Note £m £m
Non-current assets
Goodwill 14 4441 ' 4339
Intangible assets 15 3,457 3,632
Investments in jont ventures 16 136 135
Other investments 16 48 4
Property, plant and equipment 17 27 292
Net pension assets 5 55 10
Deferred tax assets 19 151 208
8,579 8,757
Current assets
Inventones and pre-publicaton costs 20 228 275
Trade and cother receivables 21 1,475 1,492
Dervative financial iInstruments 134 71
Cash and cash equivalents 1 742 734
2,579 2,572
Assets held for sale 22 - 5
Total assets 11,158 11,334
Current habilittes
Trade and other payables 23 2,584 2471
Denvative financial instruments 80 102
Borrowings 24 516 678
Taxation 646 479
Prowisions 26 7 134
3,897 3,864
Non-current habifhes
Borrowings 24 3,786 4,028
Deferred tax llabibies 19 1,192 1,272
Net pension obligations 5 225 345
Provisions 26 88 61
5,291 5,706
Liatilities assoclated with assets held for sale 22 - 5
Total habilities 9188 9,575
Net assets 1,970 1,759
Capital and reserves
Combined share capitals 28 224 225
Combined share premiums 28 2,754 2,807
Combined shares held in treasury 30 (677) {698)
Translation reserve 31 29 {(10Q)
Other combined reserves 32 (387) (502)
Combined shareholders’ equity 1,943 1,732
Non-conirelling interests 27 27
Total equity 1,970 1,768
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Combined statement of changes in equity

Combined Combined Combined Other Combined Non-
share share sharesheld  Translabion combined sharaholders' controliing Total
capitals premiums wn treasury raserve reserves equity interests equity
Note £m £m £m £m £m £m £m £m
Balance at 1 January 2010 25 2,807 (698) (100) (502) 1,732 27 1,759
Total comprehensive
income for the year - - - 94 596 690 6 696
Dividends pad 13 - - - - {483) (483) 8) (491)
Issue of ordinary shares,
net of expenses - 1 - - - 1" - 1"
Decrease in share based
remuneration reserve - - - - @ {7 - 7
Settlernent of share awards - - 9 - 9) - - -
Exchange differences
on translation of
capital and reserves (1) {64) 12 35 18 - 2 2
Balance at
3t December 2010 224 2,754 (677) 29 {387) 1,843 27 1,970
Balance at 1 January 2009 209 2,529 (783) (14) (988) 953 28 981
Total comprehensive
income for the year - - - (122) 510 388 4 392
Dradends pard 13 - - - - 457) 457) 3 {460)
tssue of ordinary shares,
net of expenses 20 385 - - 419 834 - 834
Increase in share based
refmuneration reserve - - - - 17 17 - 17
Settlement of share awards - - 57 - (60) 3 - 3)
Exchange differences
on translation of
caprital and reserves ) {117) 28 36 57 - [12] 2
Balance at
31 Becember 2009 225 2,807 {698) (100) (502) 1,732 27 1,759
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Accounting policies

The Reed Elsevier combmed financial statements are prepared
in accordance with Iniernational Financial Reporting Standards
(IFRS}) as endorsed by the European Union and as 1ssued by the
International Accounting Standards Board (IASB) The combined
financial staterments are prepared on a going concemn basis,

as explamed on page 61

The Reed Hsevier accounting policies under IFRS are set
out below

Basis of preparation

The equalisation agreement betwesn Reed Elsevier PLC and Reed
Elsevier NV has the effect that ther shareholders 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
Group plc and Elsevier Reed Finance BV and ther respective
subsidiaries, associates and joint ventures, together with the

two parent compantes, Reed Elsevier PLC and Reed Hlsevier NV
(*the combined businesses”)

In prepanng the combined financial statements, subsidianes

of Reed Elsevier Group plc and Elsevier Reed Finance BV are
accounted for under the purchase method and investments i
associates and joint ventures are accounted for under the equity
method All transachons and balances between the combined
businesses are gliminated

On acquisition of a subsidiary, or interest in an associate or joint
venture, far values, reflactng conditions at the date of acquisition,
are atinbuted to the net assets, including identifiable intangible
assets, acquired This ncludes those adjustments made to bring
accounting polictes mto line with those of the combined businesses
The results of subsidianes scld or acquired are included in the
combined financial statements up to or from the date that control
passes from or o the combined businesses

Non-contreling interests in the net assets of the combined
businessss are identfied separately from combined sharsholders’
equity Non-controling interests consist of the amount of those
interests at the date of the onginal acquistion and the non-controling
share of changes in equity since the date of acquisition

These financial statements form part of the statutory information

to be prowided by Reed Elsevier NV, but are not {or a legal entity
and de not ncluds all the information required to be disclosed by

a company in its financial statements under the UK Companies Act
2006 or the Dutch Cvil Code Additional information ts given in the
Annual Reports and Financial Statements of the parent companies
set out on pages 142 to 188 A list of pnnoipal businesses s set out
on page 198

In addihion to the figures required 1o be reported by applhcable
accounting standards, adjusted proft and operating cash flow
figures have baen presented as addhtional performance measures
Adusted figures are shown belore amortisation and imparment of
acqured intangible assets and goodwill, exceptonal restructuring
and acquisition related costs, disposal gains and losses and other
non operating tems, related tax effects and movements in deferred
taxation assets and llabities that are not expected to crystallise in
the near term and includes the benefit of tax amoertisation where
avalable on acquired goodwill and intangible assets

Adsted operating profits are also grossed up to exclude the
equity share of taxes in joint ventures Adjusted operating cash flow
15 measured after dwdends from joint ventures and net capital
expendrture, but before payments i relatron to exceptional
restructunng and acquisiion related costs Reconciliations
between reported and adjusted figures are provided in note 10

Foreign exchange translation

The combined financial statements are presented in pounds sterling
Addiional informahion providing a tranglaticn into eurcs of the
prmary Reed Elsevier combined financial statements and selected
notes is presented on pages 129 to 141

Transactons in foreign currencies are recorded at the rate

of exchange prevaling on the date of the transaction At each
statement of financial posihion date, monetary assets and labilibhes
that are denominated in foreign cuirencies are retranslated at the
rate prevailing on the statement of financial poshion date Exchange
differences ansing are recorded in the ncome statement other than
where hedge accounting apphes as set out below

Assets and habihes of foreign operations are translated at exchange
rates prevaling on the statement of financial postion date Income
and expense items and cash flows oi foreign cperations are
franslated at the average exchange rate for the penod Significant
inciadual iterns of ncome and expense and cash flows in foreign
operaticns are translated at the rate prevailing on the date of
fransaction Exchange differences ansing are classified as equity
and fransferred to the translation reserve When foreign operations
are disposed of, the related cumulative translation differences

are recognised within the iIncome statement in the penod

Reed Elsevier uses denvative financal instruments, pnmanly forward
contracts, to hedge its exposure to certan foreign exchange nsks
Details of Reed Elsevier's accounting policies in respect of denvative
financial instruments are set out balow

Revenue

Revenue represents the invoiced value of sales less anhcipated
returns on transactions completed by performance, excluding
customer sales taxes and sales between the combined businesses

Revenues are recognised for the vanous categones of tumover as
follows subscriphions - on penodic despatch of subscnbed product
or rateably over the penod of the subscnption where performance s
not measurable by despatich, crculation and transacticnal - on
despatch or cccurrence of the transachion, advertising — on
publication or over the penod of online display, and exhibtions — on
occurrence of the exhibrion
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Accounting policies continued

Where sales consist of two or more independent components
whose value can be reliably measured, revenue 1s recogrused
on each compenent as it Is completed by performance, based
on aftnbution of relative value

Employee benefits

The expense of defined benefit pension schemes and other post-
retirerment employee benefits is determined using the projected unit
credit method and charged in the income statement as an operating
expense, based on actuanal assumptions reflecting market conditons
at the beginning of the financial year Actuarial gains and losses are
recognised in full in the statement of comprehensive income in the
penod in which they occur

Past service costs are recognised immediately to the extent that
benefits have vested, or, If not vested, on a straight Iine basis over
the penod until the benefits vest

Net pension obligations in respect of defined benefit schemes

are included in the statement of financial position at the present
value of scheme liabilties, less the far value of scheme assets
Where schemes are in surplus, 1 & assats exceed liabilihes, the net
pension assets are separately included i the statement of financial
postion Any net pension asset 1s Imited to the extent that the asset
1s recoverable through reductions in future contributions

The expense of defined contnbution pension schemes and other
employee benefits 1s charged N the Income statement as incurred

Share based remuneration

The far value of share based remuneration 1s determined at

the date of grant and recogrised as an expense in the incomes
statement on a straight line basis over the vesting period, taking
account of the esimated number of shares that are expected

to vest Market based performance cntena are taken into account
when determining the far value at the date of grant Non-market
based performance cntena are {aken ntg account when esttmating
the number of shares expected to vest The far value of share based
remuneration s determined by use of a binomial or Monte Carlo
simulabon model as appropnate All Reed Blsevier's share based
remuneration 1s equity settied

Borrowing costs

Borrowing costs that are directly attnbutable to the acquisiion,
construction or producton of an asset that takes a substantial
penod of time to bnng to use are capitalsed Al other interest
on borrowings 1S expensed as incured The cost of iIssuing
bormowings s generally expensed over the period of borrowing
S0 as to produce a constant penodic rate of charge

Taxation

The tax expense represents the sum of the tax payable on the
current year taxable profits, adjustments in respect of prior year
taxable profits, and the movements on deferred tax that are
recognised in the ncome statement

The tax payable on current year taxable profits is calculated using
the applicable tax rates that have been enacted, or substantively
enacted, by the statement of financial position date

Deferred tax 1s the tax ansing on differences between the carrying
amounts of assets and labilties in the financial staternents and ther
corresponding tax bases used in the computation of taxable profit,
and 1s accounted for using the balance sheet lability method
Deferred tax habilites are generally recognised for all taxable
temporary differences and deferred tax assets are recognised

to the extent that, based on currant forecasts, it i1s probable that
taxable profits will be avalable aganst which deductible temporary
differences can be utlised Deferred tax 1s not recognised on
temporary differences ansing in respect of goodwll that 1s not
deductible for tax purposes

Deferred tax 15 calculated using tax rates that are expected to apply
In the period when the lability 1s expected to be settled or the asset
realised Full provision s made for deferred tax which would become
payable on the distnbution of retaned profits from foreign subsicianes,
associates or joint ventures

Movements in deferred tax are charged or credited n the iIncome
statermnent, except when they relate to tems charged or credited
directly to equrity, in which case the deferred tax s also recognised
in equity Deferred tax credits in respect of share based remuneration
are recognised 1N equity to the extent that expected tax deductions
exceed the related expense

Goodwill

On the acquision of a subsidiary or business, the purchase
consideration is allocated between the net tangible and intangible
assets on a far value basis, with any excess purchase consideration
representing goodwill Goodwill ansing on acquisiions also includes
amounts comesponding to deferred tax labilites recogrised in
respect of acquired ntangible assets

Goodwill 1s recognised as an asset and reviewed for impairment
at least annually Any imparment is recognised mmediately n the
income statement and not subsequently reversed

On disposal of a subsidiary or business, the attnbutable amount
of goodwill 15 included in the determination of the profit or loss
on disposal
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Accounting policies continued

Intangible assets

Intangible assets acquired as part of a business combination

are stated in the statement of financial postion at therr far value as
at the date of acquisition, less accumulated amortisation Intermally
generated intangible assets are stated in the statement of financial
postion at the directly attnbutable cost of creation of the asset, less
accumutated amortsation

Intangible assets acquired as part of business combinations
comprise market related assets (e g trade marks, impnnts, brands),
customer related assets {8 g subscnption bases, customer lists,
customer relatonships), editonal content, software and systems

{e g apphcation infrastructure, product delvery platforms, in-process
research and development), contract based assets (e g publishing
rights, exhibiion nghts, supply contracts), and other intangible
assets Intemally generated intangible assets typically compnse
software and systems development where an identifiable asset

1s created that 1s probable to generate future economic benefits

Intangible assets, other than brands and impnnts determined

to have indefinite lives, are amortised systematically over therr
estimated usefut ives The estimated useful lives of ntangible
assets with fintte ves are as follows market and customer related
assets ~ 3 1o 40 years, content, software and other acquired
intangible assets — 3 to 20 years, and intemally developed intangible
assets — 3 to 10 years Brands and imprints determined to have
indefinite Iives are not amortised and are subject to imparment
review at least annualty

Property, plant and equipment

Property, plant and equipment are stated in the statement of
financial position at cost less accumulated depreciabon No
deprecation 1s provided on freehold land Freehold buldings and
long leases are depreciated over therr estimated useful Iives up to a
maxmum of 50 years Short leases are wntten off over the duration
of the lease Depreciation 1s provided on other assets on a straight
Ine basis over therr estmated useful lives as follows leasehold
improvements — shorter of Iife of lease and 10 years, plant - 3 to 20
years, office furnrture, fixtures and fittings — 5 to 10 years, computer
systems, communication networks and equipment — 3 to 7 years

Investments

Investments, other than investments in joint ventures and associates,
are stated in the statement of financia! posthion at far value
Investments held as part of the venture capital peortfolio are classified
as held for trading, with changes in far value reported through the
income statement  All other investments are classified as avallable
for sale with changes in farr value recognised directly in equity

untl the iInvestment 1s disposed of or 1s determined to be imparred,
at which tme the cumulative gain or loss previously recognised In
equity 15 brought into the net profit or loss for the penod Al tems
recognised in the mcome statement relating to investments, other
than investments in joint ventures and associates, are reported as
non operating items

Avallable for sale investments and venture capital investments held
for trading represent investments in kisted and unhisted secunties
The far value of hsted securnties is determined based on quoted
market prices, and of unbisted secuntes on management’s estimate
of far value based on standard valuation techriques, including
market compansons and discounts of future cash flows, having
regard to maximising the use of observable inputs and adusting

for nsk Independent valuation experts are used as appropnate

Investments In joint ventures and associates are accounted for
under the equity method and stated in the statement of financial
position at cost as adjusted for post-acquisition changes in
Reed Elsevier's share of net assets, less any impairment in value

Impairment

At gach staterment of financial posion date, reviews are camed

out of the canrying amounts of tangible and intangible assets and
goodwill to determing whether there 1s any incication that those
assets have suffered an mpaiment loss If any such indication
exists, the recoverable amount, which 1s the higher of value m use
and far value less costs to sell, of the asset 1s estmated in order

to determine the extent, if any, of the imparment loss Where the
asset does not generate cash flows that are independent from other
assets, value In use estimates are made based on the cash flows
of the cash generating unit to which the asset belongs intangible
assets with an indefinte useful Wfe are tested for Impairment at least
annually and whenever there 1$ any incication that the asset may
be impaired

if the recoverable amount of an asset or cash generating unit

18 estimated to be less than its net carrying amount, the net
carrying amount of the asset or cash generating urit 1s reduced
to its recoverable amount Imparment losses are recognised
immediately in the income statement in administration and
other expenses

Inventories and pre-publication costs

Inventones and pre-publication costs are stated at the lower of

cost, Including appropnate attnbutable overhead, and estimated net
realisable value Pre-publicaton costs, representing costs incurred

In the ongination of content prior to publication, are expensed
systematically reflecting the expected sales profile over the estimated
economic ives of the related products, generally up to five years

Leases

Assets held under leases which confer nghts and obligations simtlar
to those attaching to owned assets are classified as assets held
under finance leases and capitalised within property, plant and
equipment or software and the comesponding liability to pay rentals
15 shown net of interest in the statement of financial posibon as
obhgations under finance leases The capitalised value of the assets
15 depreciated on a straight line basis over the shorter of the penods
of the leases or the useful lives of the assets concemed The interest
element of the lease payments is allocated so as to produce a
constant periodic rate of charge
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Accounting policies continued

Operating lease rentals are charged to the income statement on a
straight line basis over the penod of the leases Rental income from
operating leases 1s recognised on a straight Ine basis over the term
of the relevant lease

Cash and cash equivalents

Cash and cash equivalents compnse cash balances, call deposits
and other short term highly hquid investmenis and are held in the
statement of financial posiion at far value

Assets held for sale

Assets of businesses that are avallable for mmediate sale in their
current condition and for which a sales process has been initated
are classrfied as assets held for sale, and are camed at the lower of
amortised cost and far value less costs to sell Non-current assets
are not amortised or depreciated following therr classificabon as held
for sale Liabimes of businesses held for sale are also separately
classified on the statement of financial posihon

Discontinued operations

A discontinued operation 1s a component of the combined
businesses that represents a separate macr Ine of business

or geographical area of operations that has been disposed of

or 1s held for sale When an operation s classified as discontinued,
the comparative Income statement and statement of cash flows
are re-presented as If the operation had been discontinued from
the start of the comparative penod

Financial instruments

Financial instruments compnse nvestments (other than nvestments
In joint ventures or associates), trade recewvables, cash and cash
equivalents, payables and accruals, provisions, borrowings and
demative financial nstruments

Investments {other than investments in joint ventures and associates)
are classified as etther held for trading or available for sale,

as descrbed above (These investments are classified as etther
Level 1 or 2 in the IFRS 7 farr value hierarchy)

Trade recevables are carmed in the statement of financtal position
at nvoiced value less allowance for esimated imecoverable amounts
Irrecoverable amounts are estimated based on the ageing of trade
recenvables, experience and circumstance

Borrowings {other than fixed rate borrowings in designated hedging
relationships and for which the carrying value 1s adjusted to reflect
changes in the far value of the hedged nsk), payables, accruals
and provisions are recorded intally at far value and subsequently
at amortised cost

Dervative financial instruments are used to hedge interast rate

and foreign exchange nsks Changes in the far value of dervative
financial nstruments that are designated and effective as hedges
of future cash flows are recognised (net of tax) directly m equity

in the hedge reserve If a hedged firm commitment or forecasted
transaction resuits in the recognition of a non financtal asset or
labilty, then, at the time that the asset or bability ts recognised,

the associated gans or losses on the denvative that had previously
been recognised in equrty are included in the inihial measurement of
the asset or hability For hedges that do not result in the recogrihion
of an asset or a liabity, amounts deferred in equity are recognised
in the income statement in the same penod N which the hedged
item affects net profit or loss Any ineffective portion of hedges is
recogrised mmediately in the income statement

Denvative financial Instruments that are not designated as hedging
nstruments are classified as held for trading and recorded in the
statement of financial position at far value, with changes in farr value
recognised in the income statement

Where an effective hedge is in place against changes in the farr
value of fixed rate borrowings, the hedged borrowings are adjusted
for changes in farr value attnbutable to the nsk beng hedged with a
coresponding income or expense included in the income statement
within finance costs The offsetting gains or losses from remeasunng
the farr value of the related denvatives are also recognised in the
Income statement within finance costs When the related dervative
expires, 1s sold or terminated, or no longer qualfies for hedge
accounting, the cumulative change in far value of the hedged
borrowing 18 amortised in the income statement over the penod

o matunty of the borrowing using the effective interest method

The far values of interest rate swaps, interest rate options, forward
rate agreements and forward foreign exchange contracts represent
the replacement costs calculated using observable market rates

of nterest and exchange The farr value of long term borrowings is
calculated by discounting expected future cash flows at cbservable
market rates (These mstruments are accordingly classified as
Level 2 in the IFRS 7 far value hierarchy)

Cash flow hedge accounting 1s discontinued when a hedging
instrument expires or 15 sold, terrminated or exercised, or ne longer
qualffies for hedge accounting At that time, any cumulative gain

or loss on the hedging instrument recogrised in equity 1S erther
retained In equity until the firm commitment or forecasted transaciion
occurs, or, where a hedged transaction is no longer expected to
oceur, 1Is iImmediately credited or expensed in the income statement

Provisions

Prowisions are recognised when a present obligation exists as
a result of a past event, and 1t s probable that settleament of the
obligation will be required Provisions are measured at the best
estimate of the expenditure required to settle the abligation at
the statement of financial posttion date
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Accounting policies continued

Shares held in treasury

Shares of Reed Elsevier PLC and Reed Elsevier NV that are
repurchased by the respechve parent companies and not cancelled
are classified as shares held in treasury The consideration paid,
including directly attnbutable costs, 1s recognised as a deduction
from equity Shares of the parent companies that are purchased

by the Reed Hsewvier Group plc Employee Benefit Trust are also
classified as shares held in treasury, with the cost recognised as

a deduction from equity

Cnhical judgements and key sources of estimation uncertainty
The most significant accounting policies n determining the financtal
condition and results of the Reed Elsevier combined businesses,
and those requinng the most subjective or complex judgemerit,
relate to the valuaton of goodwill and intangible assets, share based
remuneration, pensions, Imgaton, taxahon, and property provisioning

Gooadwilf and intangibles

On acquisition of a subsidiary or business, the purchase
consideration 1s allocated between the net tangible and intangible
assets other than goodwill on a far value basis, with any excess
purchase consideration representing goodwill The valuation of
acquired intangible assets represents the estimated economic
valug In use, using standard valuation methodclogies, INcluding

as appropnate, discountad cash flow, relief from royalty and
comparable market transactons Acquired intangible assets are
capitalsed and amortised systematcally over ther estimated useful
Ives, subject to impairment review Appropnate amortisaton periods
are selected based on assessments of the longewity of the brands
and imprints, the strength and stabiity of customer relationships,
the market positions of the acquired assets and the technological
and competitive nsks that they face Certain intangible assets in
relation to acquired scrence and medical pubhshing businesses
have been determined 1o have indefimite ives

The longewty of these assets is evidenced by therr long established
and well regarded brands and impnnts, and therr charactenstically
stable market positions

The carrying amounts of goodwill and indefinite ived intangible
assets in each business are reviewed for mparment at least
annually The carrying amounts ¢f all other intangible assets are
reviewed where there are indications of possible impairment An
imparment review involves a comparnson of the carrying value of
the asset with estimated valuss in use based on latest management
cash flow projectons Key areas of judgement in estmating the
values In use of businesses are the growth in cash flows over a five
year forecast penod, the long term growth rate assumed thereafter
and the discount rate apphed to the forecast cash flows

The discount rates used are based on the Reed Elsevier weighted
average cost of capital, adjusted to reflect a nsk premum specific
to each business The pre-tax discount rates applied are 9 5% for
Elsevier, 100-10 5% for LexisNexis, 10 5-11 0% for Reed Exhibitons
and 10 5-12 0% for Reed Business Informaton The nominal long
term growth rates, which are based on histonc growth rates and
the growth prospects for businesses, do not exceed 3% There
were no charges for impairment of acquired intangible assets

and goodwall In 2010 (2009 £177m principally relating to the RBI
controlled crculation ttles)

A sensitivity analysis has been performed based on changes

In key assumphions considered to be reasonably possible by
management an increase N the discount rate of 0 5%, a decrease
in the compound annua! growth rate for adjusted operating cash
flow in the five year forecast penod of 2 0%, and a decrease in
perpetuity growth rates of 0 5% The sensitvity analysis shows
that impawment charges resulting from these scenanos would be
less than €10m Further mformabcn s provided n note 14 to the
combined financial statements

Share based remuneration

Share based remuneration 1s determined based on the far value of
an award at the date of grant, and is spread over the vesting penod
on a straight kne basis, taking into account the number of shares
that are expected to vest The fair value of awards 1s determined

at the date of grant by use of a binomial or Monte Carlo smulation
model as appropnate, which requires judgements to be made
regarding share price volatiity, dvdend yteld, nsk free rates of return
and expected option Ives The number of awards that are expected
to vest requires jJudgements to be made regarding forferture rates
and the extertt to which performancs condions will be met The
assumptons are determined in conunction with independent
actuanes based on historical data and trends

The assumptions of share price volatiity of 26%, of expected share
option ife of 4 years, and of expected lapse rate of 3-5% are based
on relevant historical data Other judgements made on grant are
based on market data Assumptions as 1o future performance
aganst non market related vesting conditions are based on
management estimates The charge for share based and related
remunerabion was £11mn 2010 (2008 £17m} as a result of reduced
vesting assumptions Further informatiort 15 provided in note 6 o the
combined financial statements

Pensions

Accounting for defined benefit pension schemes Involves judgement
about uncertain events, Including the Iife expectancy of the
members, salary and pension increases, inflation, the returm on
scheme assets and the rate at which the future pension payments
are discounted Estmates for these factors are used in determining
the pension cost and habilities reported in the financial staternents
These best estimates of future developments are made in conjunction
with independent actuanes Each scheme 1s subject to a penodic
restew by independent actuanes
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Accounting policies continued

The pnncipal assumptions as at 31 December 2010, expressed as
a weighted average of the vanous defined benefit pension schemes,
were a discount rate of 5 6% (2009 5 8%, 2008 6 2%;), an expected
retum on scheme assets of 6 8% (2009 70%, 2008 71%), an
expected rate of salary ncreases of 4 1% (2009 4 0%, 2008 37%)
and inflation of 3 2% (2008 3 1%, 2008 2 7%) Future pension
Increases are assumed at 3 2% (2009 3 1%, 2008 2 8%) and
average life expectancy of 87-89 years (2008 87-88 years) for
scheme members currently aged 45 and 60 years The net defined
benefit pension expense was £22m (2009 £18m) Excluding the

net pension financing credit, the expense was £48m (2009 £24m)
reflecting the lower discount rates and higher inflation assumphons
at the beginning of the year compared with the prior year, and
pension curtallment credits of £17m (2008 £43m) from changes to
pension plan design and staff reductions The net pension finanging
credtt 1S based on market data at the beginning of the year and

was £26m (2008 £6m) reflecting the higher market value of scheme
assets Further information and senstivity analysis Is provided in
note 5 to the combined financial statements

Ligation

Reed Elsevier 1s Involved n vanous legal proceedings, which anse

in the normmal course of its business, relating to commercial disputes,
employment, data securty and product liability Prowisions for
hiabilihes are recognised when it is likely that a settlerment 1s required
Although the ocutcome of legal proceedings s uncertain, the uttimate
resolution of such matters 1s not expected to have a matenal impact
on restits

Taxation

Reed Elsevier 1s subject to tax in numerous junsdictions, gving
rise 1o complex tax issues that require management to exercise
judgment in making tax determinatons While Reed Elsevier 1s
confident that tax returns are appropnately prepared and filed,

the application of tax law and practice 1s subject to some uncertanty
and prowvisions are held in respect of this Issues are raised during
the course of regular tax audits and discussions including on the
deductbility of interest in the US on certan cross-border financing
are ongoing Although the outcome of open items cannot be
predicted, no matenal impact on resulis 1s expected from

such Issues

Heed Elsevier’s policy in respect of deferred taxabon s to provide
n full for all taxable temporary differences using the balance sheet
liability method Deferred tax assets are only recognised to the
extent that they are considered recoverable based on forecasts of
avallable taxable profits against which they can be utiised over the
near term

Property provisions

Reed Elsevier has exposures to sub-lease shortfalls in respect

of certan property leases for periods up to 2024 Provisions are
recognised for net hatilities expected to arise on these exposures
Estimation of the provisions requires jJudgement in respect of future
head lease costs, sub lease iIncome and the length of vacancy
penods The charge for property provistons was £36m (2009 £70m)
relating to surplus property ansing on the restructunng, sale and
closure of RBI businesses and includes expected iosses on sub
leases entered into dunng 2010 and an estimate of vacancy pencds
and future market condibons Further informaton 1s provided In note
26 to the combined financial statements

Other significant accounting policies

The accounting policies N respect of revenue recognition,
pre-publication costs and development spend are also significant

in determining the financial condion and resufts of the Reed Blsevier
combined businesses, although the applicaton of these policies 1s
more straightforward

Revenue recognition policies, while an area of management focus,
are generally straightforward in application as the timing of product
or service delivery and customer acceptance for the vanous revenue
types can be readily determined Alowances for product returns

are deducted from revenues based on histoncal return rates

Where sales congist of two or more components that operate
independertly, revenue 1s recognised as each component IS
completed by performance, based on atinbution of relative value

Pre-publicaton costs incurred in the creation of content prior to
production and publication are typically deferred and expensed
over therr estimated useful Iives based on sales profiles Such
costs typically compnse direct intemal labour costs and externally
commussioned editonal and other fees Estimated useful ives
generally do not exceed five years Annual reviews are camed

out 10 assess the recoverabiity of carrying amounts

Development spend embraces investment in new product and other
inihatives, ranging from the bulding of new oniine delivery platforms,
to launch costs of new services, to bulding new infrastructure
applications  Launch costs and other operating expenses of new
products and services are expensed as incurred The costs of
bulding product applications and infrastructure are captatised as
intangible assets and amoriised over ther estmated useful lives
Impairment reviews are carried out at least annually
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Accounting policies continued

Standards and amendments effective for the year
Those amendments to IFRS which are relevant to Reed Elsevier
and are effective for the current vear are set out below

Amendments to IFRS3 — Business Combinations requires
transacton related costs {including professional fees) to be
expensed and adustments to contingent and deferred consideration
o be recognised in income and allows nen-controling interests

to be measured etther at farr value or the proportionate share of

net identfiable assets Adoption of this standard has not reguired

a restatement of pnor year business combinations and has not

had a significant impact in the year ended 31 December 2010

Amendments to IAS27 - Congoldated and Separate Financial
Statements amendments has infroduced changes to the accounting
for partal disposals of subsidianes, associates and joint ventures
Adoption of this standard has not had a significant impact in the
year ended 31 December 2010

Amendment to IAS39 - Financial Instruments Recognition and
Measurement clanfies the ehgibility of hedge accounting for inflation
and hedgng with ophons and has not had a significant impact

for the year ended 31 December 2010

Amendments to IAS32 - Financial Instruments Presentation
amendment provides relief to companies making nghts 1ssues in a
currency other than ther functonal currency This amendment has
not affected Reed Elsevier as shares are not issued in currencies
other than its functional currencies

Standards, amendments and interpretations not yet effective
New accounting standards and amendments and ther expected
mmpact on the future accounting policies and reporting of

Reed Elsevier are set out below

IFRS9 - Financial Instruments (effective for the 2013 financial year,
with earler adoption permitted) The standard replaces the existing
classificaton and measurement requirements In IAS39 for financial
assets by requinng entities to classify them as being measured
either at amortised cost or far value depending on the busingss
model and contractual cash flow charactenstics of the asset

For financial labilmes, IFRSS requires an entity choosing to measure
a kablity at far value to present the portion of the change in its

far value due to changes in the entity’s own credit nsk in the other
comprehensive Income rather than the iIncome statement Adoption
of this standard 15 not expected to have a significant impact on

the measurement, presentation or disclosure of financial assets
and habiities in the combined financial statements

Additionally, a number of nterpretations have been issued which
are not expected o have any significant impact on Reed Blsewvier's
accounting policies and reporting
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Notes to the combined financial statements

for the year ended 31 December 2010

1 Segment analysis

Reed Elsevier’s reported segments are based on the ntemal reporting structure and financial information provided to the Chief Executive
Officer and Boards

Reed Elsevier 1s a publisher and information provider organised in 2010 as four business segments Elsewier, compnsing scientific, techrucal
and medical publishing, LexasNexis, prowiding legal, tax, regulatory, nsk information and analytics, and business information solutions to
professional, business and government customers, Reed Extubrbons, organising trade exhibstions and conferences, and Reed Business
Information, prowding informaton and marketing solutions to business professionals

Adusted operating profit figures are presented as addional performance measures They are stated before amortisation and imparment
of acquired intangible assets and goodwill, excephional restructunng and acquisiion related costs, and are grossed up to exclude the equity
share of taxes in jont verttures Exceptional restructunng costs in 2010 relate to the restructunng of the Reed Business Information business
and in 2008 relats to the exceptional restructuring programmes across Reed Elsevier Exceptional restructunng costs principally compnse
severance, outsourong migration and associated property costs Adjusted operating profit 1 reconciled to operating profit in note 10

Revenue Operating profit Adjusted operating profit
2010 2009 2010 2009 2010 2009
£m £m £m £m £m £m
Business segment
Elsevier 2,026 1,885 647 563 724 693
LexisNexis 2,618 2.557 324 337 592 665
Reed Exhibitions 693 638 127 79 158 152
Reed Busingss Information 718 891 - (163) 89 89
Sub-total 6,055 6,071 1,098 816 1,563 1,599
Corporate costs - - (34) (39) (34) (35)
Unallocated net pension credit - - 26 B 26 8
Total 6,055 6,071 1,090 787 1,565 1,570

Revenue 15 analysed before the £116m (2008 £118m) share of joint ventures' revenue, of which £24m (2009 £25m) relates to LexisNexis,
principally to Giufire, £88m (2009 £90m) relates to Reed Exhibitions, principally 1o exhibition joint ventures, and £3m (2009 £3m) relates
to Reed Business Information

Share of post-tax resufts of joint ventures of £22m (2009 £15m) ncluded in operating profit comprses £4m 2009 £4m) relating to LexisNexis,
£17m {2008 £10m) relating to Reed Exhibitions and £1m (2008 £1m) relating to Reed Business Information The unallocated net pension
credit of £26m (2009 £6m) comprises the expected returm on pension scheme assets of £217m (2009 £188m) less interest on pension
scheme habilittes of £191m (20090 £183m)

2010 2009
Analysis of revenue by geographical origin £m £m
North America 3,213 3,228
United Kingdom 907 897
The Netherlands 620 662
Rest of Europe 825 851
Rest of world 490 433
Total 6,055 6,071
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Notes to the combined financial statements

for the year ended 31 December 2010

1 Segment analysis continued

2010 2000
Analysis of revenue by geographical market £m £m
North America 3,303 3.310
United Kingdom 490 513
The Netherlands 204 243
Rest of Europe 1,131 1,132
Rest of world 927 873
Total 6,055 6,071
2010 2009
Analysis of revenue by type £m £m
Subscriptions 2,709 271
Circulation/transactions 1,760 1,708
Advertising 491 585
Exhbitions 675 626
Other 420 441
Total 6,055 6,071
Amortisation and
Expendsture on Capntal impairment of
acquired goodwll and expenditure acquired intangible Depreciation and
intangible assets addrtions assets and goodwill othar amartisation

2010 2009 2010 2009 2010 2009 2010 2009
£m £m £m £m €m £m £m £m

Business segment
Elsevier 13 4 81 77 75 78 74 80
LexisNexis 34 7 210 150 221 23 123 107
Reed Exhibihons 6 12 12 1kl 23 63 14 7
Reed Business Information 1 - 12 19 30 173 26 28
Total 54 23 315 257 349 545 237 223

Caprtal expenditure compnses additions to property, plant and equipment and internally developed intangible assets Amortisabon

and mparment of acquired intangible assets and goodwill ncludes amounts In respect of joint ventures of £4m (2009 £12m) in

Reed Exhibitions Other than the depreciation, amortisation and impairment above, non cash tems include £7m credit (2009 £17m charge)
relating to the recogrition of share based remuneration and compnse £2m credit (2008 £4m charge) in Elsevier, £1m charge (2008 £7m
charge) n LexisNexis, £1m credit (2008 £2m charge) in Reed Exhibrions, £3m credit (2008 £2m charge) n Reed Business Information

and £2m credt (2009 £2m charge) in Corporate
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for the year ended 31 December 2010

1 Segment analysis continued

Total assots
2010 2009
£m £m
Business segment
Elsevier 2,871 2,915
LexisNexis 5,921 5,872
Reed Exhibitions 681 728
Reed Business Information 456 547
Sub-total 9,929 10,062
Taxation 151 208
Cash and cash equivalents 742 734
Net pension assets 55 110
Assets held for sale - 5
QOther assets 231 215
Total 11,158 11,334
Geographical location
North Amenca 7,556 7570
United Kingdom 933 1,164
The Netherdands 854 687
Rest of Europe 1,356 1,504
Rest of world 459 409
Total 11,158 11,334

Investrnents in joint ventures of £136m (2008 £135m) ncluded in segment assets above compnse £38m (2009 £38m) relating to LexisNexis,

£92m (2008 £92m) relating to Reed Extibions and £6m (2009 £5m) relating to Reed Business Information
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for the year ended 31 December 2010

2 Operating profit

Operating profit 1s stated after charging/crediting) the following

2010 2009
Note €m Em
Staff costs
Wages and salanes 1,594 1,610
Social secunty costs 179 183
Pensions 5 54 42
Share based and related remuneration 11 17
Total staff costs 1,838 1,852
Depreciation, amortisation and impairment
Amortisation of acquired intangible assets 15 345 364
Share of joint ventures' amortisation of acquired intangible assets 4 4
Imparment of acquired ntangible assets and goodwill 14, 15 - 169
Impairment of goodwill In jont ventures - 8
Amortisabon of internally developed intangible assets 15 158 138
Depreciation of property, plant and eguipment 17 79 84
Total deprectation, amortisation and impairment 586 768
Other expenses and Income
Pre-publication costs, irmventory expenses and other cost of sales 2,209 2,252
QOperating lease rentals expense 123 132
Operating lease rentals income (1) {12)
Depreciation, amortisation and imparment charges are included within administration and other expenses
3 Auditors’ remuneration
2010 2009
£m £m
Auditors’' remuneration
For audt services 45 45
For non-audit services 1.2 12
Total auditors’ remuneration 5.7 57

Auditors’ remuneration for audit services comprises £0 4m (2009 £0 4m) payable to the auditors of the parent companies and £4 1m {2009
£4 1m) payable to the audrtors of the parent comparies anc ther associates for the audit of the financial statements of the operating and
financing businesses, INcluding the review and testing of nternal controls over financial reporting In accordance with the US Sarbanes-Oxley
Act Auditors' remuneration for non-audt services compnses £0°9m (2009 £0 7m) for taxathon serices, £0 3m (2009 £0 4m) for other

audt related services and ril (2008 £01m) for due dilgence and other transaction related services Reed Hsevier's policy on auditor

independence 1s set out on page 83
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4 Personnel

At 31 December Average duning the year
Number of people employed 2010 2009 2010 2009
Business segment
Elsevier 6,700 6,800 6,800 6,900
LexisNexts 14,700 15,200 14,900 15,400
Reed Exhibtons 2,600 2,500 2,600 2,600
Reed Business Information 5,300 6,900 5,800 7,500
Sub-total 29,300 31,400 30,100 32,400
Corporate/shared functions 800 900 900 800
Total 30,200 32,300 31,000 33,300
Geographical location
North America 16,500 17,600 16,900 18,000
United Kingdom 4,600 4,800 4,700 5,000
The Netherlands 1,700 2,000 1,800 2,100
Rest of Europe 3,800 4,200 4,000 4,500
Rest of world 3,600 3,600 3,600 3,700
Total 30,200 32,300 31,000 33,300

5 Pension schemes

A number of pension schemes are operated around the world The major schemes are of the defined benefit type with assets held
N separate trustee administered funds The largest schemes, which cover the majonty of employees, are in the UK, the US and the
Netherlands Under these plans, employees are entitled to retirement benefits dependent on the number of years service provided

The prncipal assumptions for the purpose of valuation under IAS19 - Employee Bengfits are determined for each scheme in conjunction
with the respective schemes' iIndependent actuaries and are presented below as the weighted average of the vanous defined benefit
pension schemes The defined benefit pension expense for each year Is based on the assumptions and scherme valuations set at

31 December of the pnor year

As at 31 December

2010 2009 2008
Discount rate 56% 58% 62%
Expected rate of retum on scheme assets 6 8% 70% 1%
Expected rate of salary increases 4.1% 40% 37%
Inflation 3.2% 31% 27%
Future pension INcreases 3.2% 31% 28%

The expected rates of return on individual categores of scheme assets are determined by reference to relevant market ndices and market
expectations of real rates of return The overall expected rate of return on scheme assets 1S based on the weighted average of each asset

category

Mortalrty assumptions used in assessing defined benefit obligations make aflowance for future iImprovements N longevity and have been
determined by reference to applicable mortalty stahstics and the actuaries’ expectations for each scheme The average life expectancies

assumed in the valuation of the defined benefit obligations are set out below

2010 2009
Male Female Male Female
Average Iife expectancy (at 31 December) {years) {years) {years) {yoars)
Member currently aged 60 88 87 88 87
Member currently aged 45 89 88 88 87
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5 Pension schemes continued

The pension expense recogrised within the iIncome statement compnses

2010 2009

£m £m
Service cost (including curtalment credits of £17m (2009 £43m) 48 24
Interest on pension scheme liabilties 191 183
Expected retum on scheme assets {217) (189
Net defined benefit pension expense 22 18
Defined contnbution pension expense 32 24
Total pension expense 54 42

The amount recognised in the statemment of financial postion in respect of defined benefit pension schemes at the start and end of the year
and the movements dunng the year were as follows

2010 2009

Defined Farr value Net Defined Far value Net

benefit of schame pension benefit of scheme pensan

oblhigations assets obhgations obligations assets obligatons

£m £m £m £m om £m
At start of year (3,302) 3,067 (235) (3.051) 2,682 (369)
Service cost {48) - (48) 24 - (24}
Interest on pension scheme liabiliies (191) - (191) (183) - (183)
Expected return on scheme assets - 217 217 - 189 188
Actuanal (loss)/gain (261) 198 (63) [295) 301 6

Contributions by employer - 154 154 - 101 1M
Contributions by employees (1) 1 - (12) 12 -
Benefits pad 139 (139) - 134 (134) -
Exchange translahon differences 3) (1) 4) 129 84 45
At end of year (3,677) 3,507 {(170) (3,302 3,067 (235}

The net pension cbligations of £170m (2009 £235m) at 31 December 2010 comprise schemes in deficit wath net pension obligahons of
£225m (2009 £345m) and schemes in surplus with net pension assets of £55m (2008 £110m}

As at 31 December 2010 the defined benefit obligatons comprise £3,531m (2008 £3,172m) n relation 1¢ funded schemes and £146m
(2009 £130m) in relation to unfunded schemes The weighted average duration of defined benefit scheme liabiliies 1s 19 years (2009
18 years) Deferred tax habilhes of £15m (2009 £31m) and deferred tax assets of £78m (2009 £122m) are recogrised n respect of
the pension scheme surpluses and deficits respectively

The farr value of scheme assets held as equities, bonds and other assets, and therr expected rates of retum as at 31 December,
are shown below

2010 2009
Expected rate Farr value Proporhion  Expected rate Far value Proportion
of return on of scheme of total of return on of scheme of total
scheme agsets scheme scheme assets scheme
assats £m assets assets £m assets
Equites 8.7% 1,963 56% 86% 1,827 60%
Bonds 4.4% 1,318 38% 4 5% 1,069 35%
Qther 51% 226 6% 53% 171 5%
Total 6.8% 3,507 100% 70% 3,067 100%

The actual returm on scheme assets for the year ended 31 December 2010 was a £415m gan (2009 £420m gain)
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5 Pension schemes continued

A summary of pension batances in respect of funded and unfunded schemes for the five years ended 31 December 2010 1s set out below

2010 2009 2008 2007 2006

£m £m £m £m tm

Farr value of scheme assets 3,507 3,067 2,682 3,018 2,772
Defined benefit obligations (3,677 (3.302) (3.051) {2.968) (3.008)
Net pension (obligations)/surplus {170) {235) (369) 50 (236)

Gains and losses ansing on the revaluation of pension scheme assets and liabilties that have been recognised in the statement of
comprehensive ncome are set out below

2010 2009 2008 2007 2006
£m £m £m £Em £m
Gans and losses ansing dunng the year
Expenence (ossesygans on scheme kabilties 43) 18 ©) (28) (30)
Expenence gans/flosses) on scheme assets 198 301 (765) 34 99
Actuanal (lossesy/gains ansing on the present value of scheme
llabilites due to changes In
- discount rates {162) (249) 202 367 198
- inflation {50) (124) 198 (152) (77
— Iife expectancy and other actuanal assumptions (6) 60 27 3 {(51)
{63) 6 347 224 139
Net curnulative (losses)/gans at start of year (89) (95 252 28 (111
Net cumulative (losses)/gans at end of year (152) (89) {95) 252 28

Regular contnbutions to defined benefit pension schemes in respect of 2011 are expected to be approxmately £70m

Sensitivity analysis

Valuation of Reed Elsevier's pension scheme liabilites involves judgements about uncertain events, including the life expectancy of the
members, salary and pension ncreases, nflation and the rate at winch the future pension payments are discounted Estmates are used for
each of these factors, determined in conjunchon with ndependent actuanes Differences ansing from actual expenence or future changes
N assumptions may matenally affect future pension charges |n particular, changes in assumptions for discount rates, inflation and kfe
expectancies would have the following approximate effects on the annual net pension expense and the defined benefit pension obligations

£m

Increase/decrease of 0 25% in discount rate

Decrease/increase in annual net pension expense 5

Decrease/increase in defined benefit pension obligations 162
Increase/decrease of one year in assumed life expectancy

Increase/decrease in annual net pension expense 5

Increase/decrease in defined benefit pension obligatons 87
Increase/decrease of 0 25% in the expected inflation rate

Increase/decrease in annual net pension expense 5

Increase/decrease in defined benefit pension obligations 137

Addtionally, the annual net pension expense includes an expected retum on scheme assets A 5% increase/decrease in the market value
of equity nvestments held by the defined benefit pension schemes would, absent any change in therr expected iong term rate of retumn,
increase/decrease the amount of the expected retum on scheme assets by £9m and would decreasefincrease the amount of the net
pension obligations by £98m
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6 Share based remuneration

Reed Elsevier provides a number of share based remuneration schemes to directors and employees The pnncipal share based
remuneration schemes are the Executive Share Option Schemes (ESOS), the Long Term Incentive Plan {LTIP), the Reed Elsevier Growth
Pian (REGP), the Retention Share Plan (RSP) and the Bonus Investment Pian (BIP) Share options granted under ESOS and LTIP are
exercisable after three years and up to ten years from the date of grant at a pnce equivalent to the market value of the respectve shares
at the date of grant Condrtional shares granted under ESOS, LTIP, RSP and BIP are exercisable after three years for mil consideration

if conditions are met Conditonal shares granted under REGP are exercisable for nil consideration «f condtions are met after three and
five years Other awards pnncipally relate to all employese share based saving schemes in the UK and the Netherlands

Share based remuneration awards are, cther than in exceptional circurmstances, subject to the condition that the employee remamns

in employment at the time of exercise Share options and condtional shares granted under LTIP, RSP and BIP in 2009 and prior years
are subject to the achievement of growth targets of Reed Elsevier PLC and Reed Elsevier NV adjusted earmings per share measured at
constant exchange rates LTIP grants made in 2008, 2007, 2008 and 2009 are also varable subject to the achievement of an addttional
total shareholder return performance target

Conditional shares granted under LTIP, REGP, RSP and BIP in 2010 are subject to the achieverment of growth targets of Reed Elsevier PLC

and Reed Elsevier NV adjusted earnings per share measured at constant sxchange rates as well as the achievement of a percentage return

on rnvested capital of Reed Elsevier PLC and Reed Elsevier NV

The weighted average far value per award 13 based on full vesting on achievement of non market related performance conditions and

stochastic models for market related components The conditional shares and option awards are recognised in the income statement over

the vesting period, being between three and five years, on the basis of expected performance against the non market related conditions,
with the far value related to market related components unchanging Further detalls of performance conditions are gnven in the Directors'
Remuneration Report on pages 62 to 80

Inrespect of In respect of
Reed Elsevier PLC ordinary shares Reed Elsevier NV ordinary shares
Waeighted Werghted
average fawr average fair
Number of value Number of value
shares per award shares per award
2010 grants ’000 £ ‘000  »
Share options
~ESCS 2,204 077 1,448 1.08
— Other 846 099 381 0.82
Total share options 3,050 0.83 1,829 1.02
Conditional shares
~-ESOS 751 423 493 6.37
- LTIP 1,677 401 1,101 6.11
- REGP 1,038 699 681 10.66
- RSP 236 423 155 6.37
-BIP 1,714 464 820 693
Total conditional shares 5,416 482 3,250 7.32
tn respect of In respect of
Reed Hsevier PLC ordinary shares Reed Elsevier NV ordinary shares
Weighted Weighted
average far average far
Number of value Number of value
shares per award shares per award
2009 grants 000 £ 000 £
Share options
-ESOCS 4,303 083 2,799 144
— Other 1,284 125 588 087
Total share options 5,587 100 3,387 134
Condtional shares
-ESOS 770 491 500 752
~LTIP 1,845 626 1,188 973
- RSP 204 495 133 758
-BIP 661 448 352 648
Total conditional shares 3,480 555 2183 857
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6 Share based remuneration continued
The man assumptions used to dstenmine the farr values, which have been established with adwvice from and data provided by independent
actuanes, are set out below
In respect of In respeact of
Reed Elsevier PLC Reed Elsavier NV
ordmary shares ordinary shares

Assumptions for grants made dunng the year 2010 2009 2010 2009 @
Weighted average share pnce at date of grant %

-ESOS £4.69 £539 €8.36 €935 a

—LTiP £4.67 £544 €8 31 €950 |2

— REGP £4.67 - €8 31 L

-RsP £4.67 £542 €8.33 €942

-BIP £4.64 £4 N £8.1 €805

= Other £5.22 £502 €8.86 €8 31
Expected share pnce volatility 26% 26% 26% 26%
Expected option life 4 years 4 years 4 years 4 years
Expected dwvidend yield 3.5% 31% 3.9% 34%
Risk free interest rate 1.8% 20% 12% 24%
Expected lapse rate 3-5% 3-5% 3-4% 3-4%
Expected share pnice volatity has been estimated based on relevant histonc data in respect of the Reed Elsevier PLC and Reed Elsevier NV —5:—
ordinary share prnices Expected share option Ife has been estimated based on historical exercise patterns in respect of Reed Elsevier PLC 3
and Reed Elsevter NV share opticns %

H

The share based remuneraiton awards outstanding as at 31 December 2010, in respect of both Reed Elsevier PLC and Reed Elsevier NV

ordinary shares, are set out below

ESOS Lnp Qther Total
Waeighted Waeightod Weighted Weighted
average average average average
Number of exerctse  Number of exercise Number of exercise Number of exarcise
Share options: shares price shares price shares price shares price
Reed Elsevier PLC '000 {penca) ‘000 {pence) ‘000 {pence) 000 {pence)
Qutstanding at 1 January 2009 30,172 562 2,325 489 2,631 454 35,128 549
Granted 4,303 539 - - 1,284 402 5,587 508
Exercised (781) 436 - - {436} 404 (1,217} 424
Forferted (1,638) 602 - - (578) 469 (2.216) 549
Expired (1,490) 522 {66} 487 M) 408 (1,597) 518
Qutstanding at 1 January 2010 30,566 562 2,259 489 2,860 436 35,685 547
Granted 2,204 469 - - 846 418 3,050 455
Exercised (1,039) 481 (269) 487 {700} 447 (2,008) 470
Forferted (988) 560 - - (367 432 (1,359) 496
Exprred (1,494) 578 - - {167) 425 (1,661) 554
Outstanding at 31 December 2010 29,249 557 1,990 489 2,472 428 33,11 544
Exercisable at 31 December 2009 20,763 547 2,289 489 349 422 23,371 540
Exercisable at 31 December 2010 19,929 559 1,990 489 129 468 22,048 552
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6 Share based remuneration continued

ESOS LTIP Other Total

Waeighted Weighted Weighted Weighted

average average average average

Number of exercise Number of exercise  Number of exercise Number of axercise

Share options shares pnice shares pnce shares price shares pnce
Reed Elsevier NV ‘000 € 000 €) 000 (€) 000 (3]
Qutstanding at 1 January 2009 21,811 1223 1,809 1060 2,357 1219 25977 1221
Granted 2,799 g35 - - 588 831 3,387 917
Exercised - - - - (32) 793 32) 793
Forferted {1,203) 173 - - (376) 1200 (1,579 1184
Exprred (1,790) 1198 {46) 1057 - - (1,836} 1194
Qutstanding at 1 January 2010 21,617 1188 1,763 1060 2,537 1132 25,917 174
Granted 1,448 8.36 - - 381 8.86 1,829 845
Exercised {50) 931 - - (134) 8.38 (184) 8.63
Forferted (556) 1016 - - (452) 1401 {1,008) 875
Expired (1,499) 13.00 (222) 10 57 - - ,721) 67T
Qutstanding at 31 December 2010 20,960 11 61 1,541 1060 2,332 10.57 24,833 11.45
Exercisable at 31 December 2009 15,217 1201 1,763 1060 2,537 1132 19,517 1179
Exercisable at 31 December 2010 14,862 12.22 1,541 1060 2,332 10 57 18,735 11.88

Number of shares '000
Conditional shares Reed Elsevier PLC ESOS LTp REGP RSP BIP Total
Qutstanding at 1 January 2009 2,051 4,516 - 35 1,801 8,503
Granted 770 1,845 - 204 661 3,480
Exercised (867) (1,767 - (24) {622) (3,280)
Forfeited 87) {442) - - {26) {555)
Qutstanding at 1 January 2010 1,867 4,152 - 215 1,914 8,148
Granted 751 1,677 1,038 236 1,714 5,416
Exercised (594) (15) - 4) (65) (678)
Forferted (81) {595) - - {173) (849)
Qutstanding at 31 December 2010 1,943 5,219 1,038 447 3,390 12,037
Number of shares 000

Conditional shares: Reed Elsevier NV ES0S LmP REGP RSP BIP Total
Qutstanding at 1 January 2009 1,358 2978 - 24 838 5,198
Granted 500 1,198 - 133 352 2,183
Exercised (580) (1,162 - {17) (315) (2,074)
Forfetted (65) (311) - - (10 (386)
Qutstanding at 1 January 2010 1,213 2,703 - 140 865 4,921
Granted 483 1,101 681 155 820 3,250
Exercised (389) (19) - 3 (23) {425)
Forfertted a7y (324) - - {82) {453}
Qutstanding at 31 December 2010 1,270 3,470 681 292 1,580 7,293

The weighted average share pnce at the date of exercise of share optons and condional shares duning 2010 was 522p (2009 506p)
for Reed Hsewvier PLC ordinary shares and €8 82 {2009 €8 45) for Reed Elsevier NV ordinary shares
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6 Share based remuneration continued

2010 2009
Waighted Weughted
Number average Number average
of shares remamning of shares remamning
under pencd until under pencd untl
option axpiry opthion expiry
Range of exercise pnices for outstanding share optiens ‘000 (years} 000 (years)
Reed Elsevier PLC ordinary shares {pence)
351-400 - - 16 03
401-450 2,017 3.3 2157 26
451-500 8,919 4.5 8,219 29
501-550 11,299 56 12,638 60
551-600 3,153 1.6 3,593 23
601-650 6,053 66 6,600 76
651-700 2,270 02 2,462 12
Total RN, 4.6 35,685 43
Reed Elsevier NV ordinary shares {(eurc)
701-800 137 82 175 g2
801-900 2,062 9.0 511 90
3011000 3,915 6.0 4,011 68
1001-1100 4,385 3.3 4912 44
11011200 5,670 4.4 6,297 51
1201-13 00 2,653 6.8 2,854 74
1301-14 Q0 2,602 1.4 2,990 25
14011500 3,414 3.2 3,971 40
150116 00 95 0.8 196 13
Total 24,833 3.9 25917 52

Share options are expected, upon exercise, to be met pnncipally by the 1ssue of new ordinary shares but may also be met from shares held
by the Reed Elsevier Group plc Employee Benefit Trust (EBT) (see note 30) Conditional shares will be met from shares held by the EBT
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7 Net finance costs

2010 2009

£m £m

Interest on short term bank loans, overdrafts and commercial paper (33} 63
Interest on other loans (236) (226)
Interest on obligations under finance leases n ()
Total borrowing costs (270) (290
Losses on dervatives not designated as hedges {14} 8
Finance costs {284) (298)
Interest on bank deposits 7 5
Gains on loans and denvatives not designated as hedges 1 2
Finance income 8 7
Net finance costs (276) (291)

Finance costs include £26m (2009 £46m) transferred from the hedge reserve A net loss of £15m (2009 £11m) on interest rate denvatives

designated as cash flow hedges was recognised directly in equity in the hedge reserve to be recognised in future periods

8 Disposals and other non operating items

2010 2000
£m £m
Revaluation of held for trading investments 8 8
Loss on disposal and wnte down of businesses and other assets {54) {69)
Net loss on disposals and other non ¢perating items (46) 61
The loss on disposal and whte down of businesses and other assets in 2009 and 2010 principally relate to asset sales and closures In
RBI US's businesses
9 Taxation
2010 2008
£m £m
Current tax
United Kingdom 44 44
The Netherands 58 37
Rest of world 64 U]
Total current tax charge 166 80
Deferred tax
Ongination and reversal of temporary differences (48) {40)
Total taxation charge 120 40

The current tax charge includes a tax credit of £7m {2009 £34m) in respect of pror year disposals
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9 Taxation continued
A reconciliation of the notional tax charge based on average applicable rates of tax (weighted in proportion to accounting profits) to the
actual total tax expense 1s set out below
2010 2009
£m £m
Profit before tax 768 435 —
Tax at average applicable rates 118 M g’
Tax on share of resulis of joint ventures (14) (6) é
Prior year credits on disposals @ G4 |3z
Non deductible goodwill imparrment - 19 g
Non deductible loss on disposals 10 -
Net tax on share based remuneration 2 10
Non deductible amounts and other tems 4 10
Tax expense 120 40
Tax expense as a percentage of profit before tax 16% 9%
The following tax has been recognised directly In equity dunng the year
2010 2009
£m £m
Tax on actuanat moverments on defined benefit pension schemes 16 (10 -
Tax on far value movemnents on cash flow hedges 12 (15) §
Deferred tax charge on share based remuneration 1 - &
Net tax credit/{charge) recogmised directly in equity 29 (25) %
10 Adjusted figures
Reed Hsewvier uses adjusted figures as addiional performance measures Adjusted figures are stated before amortisation and imparrment
of acquired intangible assets and goodwill, exceptioral restructunng and acquisttion related costs, disposal gains and losses and other
non operating tems, related tax effects and movements in deferred taxation assets and liabilties that are not expected to crystalise in the
near term and includes the benefit of tax amortisation where available on acquired goodwill and intangible assets Adjusted operating profit
15 also grossed up to exclude the equity share of taxes in jont ventures Exceptional restructunng costs in 210 relate to the restructunng of
the Reed Business Information business and in 2009 relate to the exceptional restructunng programmes across Reed Elsevier Acquistion —
related costs relate to acquistion integration and, from 2010, professional and other transaction related fees and adjustments to deferred g
and contingent consideration %
8
Adusted operating cash flow 1s measured after net capital expenditure and dividends from joint ventures but before payments in relation
to exceptional restructunng and acquisition related costs Adjusted figures are denved as follows
2010 2009
£m £m
Operating profit 1,090 787
Adjustments
Amortisation of acquired intangible assets 349 368
Imparment of acqured intangible assets and goodwaill - 177
Exceptional restructunng costs 57 182
Acquistion related costs 50 48
Reclassification of tax in joint ventures 9 8 =
Adjusted operating profit 1,555 1,570 g
8
Profit before tax 768 435 |2
Adustments g
Amorbisation of acquired mtangible assets 349 368 @
impaiment of acquired ntangible assets and goodwil - 177 |3
Exceptional restructunng costs 57 182 g
Acquisttion related costs 50 48 ;
Reclassification of tax in joint ventures 9 8 g
Disposals and other non operating items 46 61 3
Adjusted profit before tax 1,279 1,279
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10 Adjusted figures continued

2010 2000
£m tm
Profit atinbutable to parent companies’ shareholders 642 39
Adustments (post tax)
Amortisation of acqured intangible assets 337 41
Imparment of acquired intangible assets and goodwill - 136
Exceptional restructuring costs 37 133
Acquisttion related costs 30 33
Disposals and other non operating tems 37 (22)
Deferred tax credits on acguired intangible assets not expected to crystallise in the near term (100) (100
Adjusted profit attnbutable to parent companies’ shareholders 983 982
Cash generated from operations 1,649 1,604
Diadends recewved from jont ventures 24 23
Purchases of property, plant and equipment (83) (78)
Proceeds from disposals of property, plant and eguipment 7 4
Expenditure on internally developed intangible assets (228) (164)
Payments in relation to exceptional restructunng costs 99 124
Payments in relation to acquisition related costs 5 45
Adjusted operating cash flow 1,519 1,558
11 Statement of cash flows
2010 2009
Reconcihiation of operating profit before joint ventures to cash generated from operations £m £m
Operating profit before jomt ventures 1,068 772
Amortisation and imparrment of acquired iIntangible assets and goodwill 345 533
Amcrtisation of iIntemally developed intangible assets 158 139
Depreciation of property, plant and equipment 79 84
Share based remuneratron {7) 17
Total non cash items 575 773
Decrease i inventonies and pre-publication costs 35 a7
Decrease in recevables 24 112
Decrease in payables {53) {100)
Decrease in working capital 6 59
Cash generated from operations 1,649 1,604
2010 2000
Cash fiow on acquisihons Note £m £m
Purchase of busingsses 12 (38) 9
Payment of ChotcePoint change of contral and other non operating payables assumed 0] (586)
Deferred payments relating to pnor year acquistions {5) (29)
Total {50) .
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11 Statement of cash flows continued

Related
denvative
Cash & cash financial
equivalents Borrowings instruments 2010 2009
Reconciiatton of net borrowings £m £m £m £m £m
At start of year 734 (4,706) 41 {3,931) {5,726)
Increase in cash and cash equivalents - - - - 301
Net movement in short term bank loans, overdrafts and
commercial paper - 143 - 143 (107)
Issuance of other loans - - - - {1,807)
Repayment of other loans - 394 - 394 2,862
Repayment of finance leases - 7 - 7 2
Change n net barrowings resulting from cash flows - 544 - 544 1,251
Inception of finance leases - @ - @) (26)
Far value adustments to borrowings and related denvatives - (52) 63 1 11
Exchange translahon differences 8 (86) 1 (77} 559
At end of year 742 {4,302) 105 (3,455) {3,931

Net borrowings comprnse cash and cash equivalents, loan capttal, finance leases, promissory notes, bank and other loans, and those
dervative financial instruments that are used to hedge the far value of fixed rate borrowings

Cash and cash equivalents include £4m (2009 £5m) held n trust to satisfy habilties in respect of change of control obiigations refated
to the acquistion of ChoicePoint

12 Acquisitions

During the year a number of small acquistions were made for a total consideration of £43m (2009 £11m), after taking account of net cash
acquired of il The net assets of the businesses acquired are ncorporated at therr far value to the combined businesses Provisional fair
values of the consideration given and of the assets and liabilities acquired are summarised below

Fair Far

value value

2010 2009

£m £m

Goodwit 27 6
Intangible assets 27 17

Current labities @ {1

Deferred tax {9) (1)
Net assets acquired 43 11
Consideration (after taking account of nil net cash acquired) 43 1

Less consideration deferred to future years (5) 2
Net cash flow 38 9

Goodwaill, baing the excess of the consideration over the net tangible and ntangible assets acquired, represents benefits which do not
qualify for recognrion as intangible assets, including the ability of a business to generate tigher returns than ndradual assets, skilled
workforces, acquisttion synergies that are specrfic to Reed Elsevier, and high barners 1o market entry In addition, goodwill anses

on the recognition of deferred tax liabilies in respect of Intangible assets for which amortisation does not qualify for tax deductions
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12 Acquisitions continued

The farr values of the assets and lliabiliies acquired are provisional pending the completion of the valuation exercises Final far values will
be incorporated in the 2011 combined financial statements There were no significant adjustments to the provisional far values of prior year

acquisitions established in 2009

The businesses acquired in 2010 contnbuted £2m to revenue, decreased adjusted operating profit by £1m, decreased adjusted profit
attributable by £1m, decreased profit attrbutable by £3m, and contnbuted nik net cash inflow from operating actmvities for the part year
under Reed Elsevier ownership and before taking account of acquisttion financing costs Had the businesses been acquired at the
beginning of the year, on a pro forma basis the Reed Elsevier revenues, adjusted operating profit, adjusted profit attnbutable and profit
attnbutable for the year would have been £6,065m, £1,556m, £984m and £643m respechvely before taking account of acquisition

financing costs

13 Equity dividends

2010 2009
Ordinary dividends declared in the year £m £m
Reed Elsevier PLC 245 228
Reed Elsevier NV 240 232
Total 485 480

Ordinary dividends declared in the year, n amounts per ordinary share, compnse a 2009 final dvidend of 15 0p and a 2010 interm dmdend
of 5 4p gvng a total of 20 4p (2009 20 4p) for Reed Elsevier PLC, and a 2009 final dvidend of €0 293 and a 2010 mtenm didend of £0109

gving a total of €0 402 (2009 €D 397) for Reed Elsevier NV

The directors of Reed Elsevier PLC have proposed a final dvidend of 15 Op (2009 15 0p) The directors of Reed BElsevier NV have proposed

a final dvidend of €0 303 (2009 €0 293) The total cost of funding the proposed final dwdends 1s expected to be £361m, for which no

liabilty has been recognised at the statement of financial position date

Ordinary dividends paid and proposed relating to the financial year 205:1:: 2033
Reed Elsevier PLC 245 245
Reed Elsavier NV 246 250
Total 491 495

Dadends paid to Reed Elsevier PLC and Reed Elsevier NV shareholders are, other than in special circumstances, equalised at the gross
level INnclusive of the UK tax credit of 10% recerved by certan Reed Elsevier PLC shareholders The cost of funding the Reed Elsevier PLC

dwidends 1s therefore simitar to that of Reed Elsevier NV

14 Goodwill
2010 2009
£m £m
At start of year 4,339 4,901
Acquistions 27 6
Disposals (38) (N
Impairment - (110)
Reclassified from held for sale - 22
Exchange translation differences 113 {473
At end of year 4,441 4,339
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14 Goodwill continued
The carrying amount of goodwill 1s after cumulative amortisation of £1,407m {2009 £1,573m) which was charged prior to the adoption of IFRS

Impairment charges in 2009 compnse £93m in Reed Business Information, principaly relating to ts US and Internahonal businesses,
and £17m in Reed Exhtotions, prncipally n Reed Exhibitions Continental Europe

impairment review

Impairment testing of goodwill and indefinite ived intangible assets 1s performed at least annually based on cash generating units (CGUSs)
A CGU 1s the smallest identrfiable group of assets that generate cash inflows that are largely independent of the cash inflows from cther
groups of assets CGUs which are not ndvidually significant have been aggregated for presentation purposes Typically, when an acquisiion
1s made the acquired business is fully integrated into the relevant business unit and CGU, and the goodwill ansing 1s allocated to the CGUSs,
or groups of CGUSs, that are expected to benefit from the synergles of the acquisition

The camying value of goodwall recerded in the major groups of CGUS is set out below

2010 2009
Goodwill £m £m
Elsevier 994 963
LexisNexis US Legal 1,064 1,012
LexisNexis Risk Solutions 1,720 1,659
LexisNexis Internationai 115 133
LexisNexis 2,899 2,804
Reed Exhibiions Continental Eurcpe 293 304
Reed Exhibrtions other 66 680
Reed Exhibitions 359 364
Reed Business Information US 63 73
Reed Business Informatron UK ral 89
Reed Busingss Information NL 24 29
Reed Business Information international 31 Kid
Reed Business Information 189 208
Total 4,441 4,339

The carrying value of each CGU s compared with its estimated value in use, which 1s determined to be its recoverable amount Value in
use Is calculated based on estimated future cash flows, discounted to ther present value Estmated future cash flows are determined

by reference to latest budgets and forecasts for the next five years approved by management, after which a long term perpeturty growth
rate 1s appled The estmates of future cash flows are consistent with past expenence adjusted for management’s estmates of future
performance The key assumptions used in the value In use calculations are discount rates and perpeturty growth rates The discount
rates used are based on the Reed Elsevier weighted average cost of capital, adjusted to reflect a nsk premium specific to each CGU

The Reed Elsevier weighted average cost of capital reflects an assumed equity retum, based on the nsk free rate for government bonds
adusted for an equity risk prermum, and the Reed Elsevier post tax cost of debt The pre-tax discount rates applied are 9 5% for Elsevier,
10 0-10 5% for LexisNexis, 10 5-11 0% for Reed Exhibitions and 10 5-12 0% for Reed Business Information Cash flows subsequent to the
forecast penod of five years are assumed 1o grow at nominal perpeturty growth rates The rates assumed are based on long term histonic
growth rates of the terntones where the CGUs operate and the growth prospects for the sectors in which the CGUs operate The nominal
perpetuty growth rates for all CGUs do not exceed 3%

The value In use calculatons and imparment reviews are sensitive to changes in key assumptions, particulary relating to discount rates
and cagh flow growth A sensitvity analysis has been performed based on changes in key assumptions considered to be reasonably
possible by management an increase in the discount rate of 0 5%, a decrease in the compound annual growth rate (CAGR) for adjusted
cperating cash flow in the five year forecast penod of 2 0%, and a decrease in perpeturty growth rates of 65% The sensitvity analysis
shows that impairment charges resutting from these sensitivity scenanos would be less than £10m
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15 Intangible assets

Markat Total Internally
art Content, acquired devaloped
customer software intangible intangsble
related and other assets assets Total
£m £m em £m £m
Cost
At 1 January 2009 2,819 3,835 6.754 940 7.694
Acquistions 5 12 17 - 17
Addtions - - - 179 179
Disposals 4} (14 (15) 20 (35
Reclassified ({to)/from held for sale and other transfers - (233) (233) 21 212
Exchange translation differences (288) (310) (538) (78) (676)
At 1 January 2010 2,535 3,390 5,925 1,042 6,967
Acquisitions 1 16 27 - 27
Additions - - - 230 230
Disposals - (99) (99} (77 {176)
Exchange translation differences 85 44 129 9 138
At 31 December 2010 2,631 3,351 5,082 1,204 7,186
Amortisation and impairment
At 1 January 2009 310 2415 2,725 565 3,290
Charge for the year 155 209 364 139 503
Impairment 7 52 59 - 59
Disposals ) 8) © 20) (29)
Reclassified ({to)/from held for sale and other transfers - (217) {217) 2 (215)
Exchange translation differences B34 {191) (225) 48) (273)
At 1 January 2010 437 2,260 2,697 638 3,335
Charge for the year 161 184 345 158 503
Disposals - (93) (93) {64} (157
Exchange translation differences 12 33 45 3 48
At 31 December 2010 610 2,384 2,994 735 3,729
Net book amount
At 31 December 2009 2,098 1,130 3,228 404 3,632
At 31 December 2010 2,021 967 2,988 469 3,457

Intangible assets acquired as part of business combinations compnse market related assets (e g trade marks, Imprnts, brands),

customer related assets (eg subscnption bases, customer lists, customer relationships), and content, software and other intangible

assets (eg edtonal content, software and product delvery systems, other publishing nghts, exhibiion nghts and supply contracts} Included n
contert, software and ather acquired intangible assets are assets with a net book value of £619m (2009 £698m) that arose on acquisitions
completed prior to the adopton of IFRS that have not been allocated to specific categones of ntangble assets Internally developed intangible
assets typically compnse software and systems development where an identrfiable asset is created that i1s probable to generate future
economic benefits

Included in market and customer related intangible assets are £368m (2009 £356m) of brands and impnnts relating to Elsevier determined
to have indefinite ives based on an assessment of thewr histoncal longevity and stable market posiions  indefinite Iived intangibles are tested
for impairment at least annually using the same value In use assumptions as set out In note 14

Impairment charges in 2009 compnse amounts of £10m in Reed Exhibitions, and £49m n Reed Business Information's US and
Internatonal businesses
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16 Investments

2010 2009

£m £m

Investments in joint ventures 136 135
Avallable for sale nvestments 10 9
Venture caprtal nvestments held for trading 338 32
Total 184 176

The value of £12m (2009 £11m) of venture capital investments held for trading has been determined by reference to quoted market prces
The value of other venture capital investments and avaitable for sale nvestments has been determined by reference to other observable
market inputs

An analysis of changes in the carrying value of investments in joint ventures is set out below

2010 2009

£m £m

At start of year 135 145
Share of results of joint ventures 22 15
Owidends received from joint ventures (24) (23)
Disposals (1) -
Exchange translation differences 4 2
At end of year 136 135

Share of results of joint ventures includes iImparment charges of nil 2009 £8m) in respect of minor jomnt ventures in Reed Exhibitions

The principal joint ventures at 31 December 2010 are exhibvhion joint ventures within Reed Exhibitons and Giuffré (an Iltahan legal publisher
in which Reed Elsevier has a 40% shareholding) within LexisNexis

Summansed aggregate information in respect of joint ventures and Reed Elsevier's share 1s set out below

Total jomt ventures Reed Elsewier share

2010 2009 2010 2009

£m £m £m £m

Revenue 235 246 116 118
Net profit for the year 46 51 22 15
Total assets 264 284 122 133
Total liabiities {132) (152) (62) (73)
Net assets 132 132 60 60
Goodwill 76 75
Total 136 135
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17 Property, plant and equipment

2010 2009
Land and Fixtures and Land and Fixtures and
buildings equipment Total buldings equipment Total
£m £m £m £m £m £m

Cost
At start of year 238 626 864 259 644 903
Captal expendrturs 7 78 85 10 68 78
Disposals (5} {141} {146) 8 (54 62
Reclassified from held for sale - - - - 18 18
Exchange translation differences 6 15 21 (23) (50) {73)
At end of year 246 578 824 238 6526 864
Accumulated depreciation
At start of year 106 466 572 106 468 574
Disposals 5) {127 (132) @ {50) 52)
Reclassiiied from held for sale - - - - 12 12
Charge for the year 12 67 79 12 72 84
Exchange translation differences 2 12 14 (10} (36) 46)
At end of year 115 418 533 106 466 572
Net book amount 131 160 291 132 160 292

No depreciation s provided on freehold land of £48m (2009 £50m) The net book amount of property, plant and equipment at
31 December 2010 includes £2m {2009 £4m) in respect of assets held under finance leases relating to fixtures and equipment
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18 Financial instruments

Details of the objectives, policies and strategies pursued by Reed Elsevier in relation to financial instruments and capital management are
set out on pages 48 and 49 of the Financiat Review The main financial nsks faced by Reed Elsevier are iquidity nsk, market nsk — compnsing
inierest rate nsk and foreign exchange risk = and credit nsk Financial instruments are used to finance the Reed Elsevier businesses and to
hedge interest rate and foreign exchange nsks Reed Elsevier's businesses do not enter into speculative dervative transactions Details of
financial instruments subject 1o kquidity, market and credit nsks are descrbed below

Liquidity risk

Reed Elsevier mantains & range of borrowing facities and debt programmes to fund its requirements, at short notice and at competitive
rates The remaning contractual maturnities for borrowings and denvatve financial Instruments are shown in the table below The table
shows undiscounted pnncipal and interest cash flows and includes contractual gross cash flows to be exchanged as part of cross currency
nterest rate swaps and forward foreign exchange contracts where there 1s a legal nght of set-off

Contractual cash flow

Carrying Within 1-2 2-3 3-4 4-5 Mare than

amount 1 year years years vears years 5years Total
At 31 December 2010 £m £m £m £m £m £m £m £m
Borrowings
Fixed rate borrowings {3,711) (370) (558) (833} {865) (246) (2,210) (5,082)
Floating rate borrowings (591} (383) (53) (6) (99) (67) 5) (613)
Denvative financial {iabilities
Interest rate denvatives (25) (19) (8) {2) - (1) (6} (36)
Cross currency interest rate swaps - 5 n (179) (190} - - (381)
Forward foreign exchange contracts (55} (1,283) {413) (154) (32) - - {1,882)
Denvative financial assets
Interest rate denvatives 19 15 10 20 - - - 45
Cross currency interest rate swaps 100 14 14 209 248 - - 485
Forward forelgn exchange contracts 15 1,262 401 154 33 - - 1,850
Total (4,248) (769) 614) {791) (905) (314) (2,221) {5,614)

Contractual cash flow

Camrying Within 12 23 3-4 4.5 More than

amount 1 year years years yoars years 5 years Total
At 31 December 2009 £m * Em £m £m £m £m m £m
Borrowings
Fixed rate borrowings (3,824) (252) (592) 542 (8370 {815) (2,409 (5.447)
Floating rate borrowings {8682 673 @ {115) ) (100) 5) Qo)
Denvative financial habifities
Interest rate denvatives {45) (28) {(12) 5) 3) )] (13) 64)
Cross currency Interest rate swaps - 6) (10) (14) (183) {184) - {397
Forward foreign exchange contracts (57} (807 (378) {165) - - - (1,450
Denivative financial assets
Interest rate denvatives 3 15 5 - 16 - - 36
Cross currency interest rate swaps 54 12 13 15 182 217 - 449
Forward foreign exchange contracts 14 875 374 1686 - - - 1415
Total {4,737) (964) {604) (660) (819) {886) {(2,426) (6.359)
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18 Financial instruments continued

The carrying amount of dervative financial liabilies comprises nil 2009 £9m) in relabon to far value hedges, £68m (2009 £67m) In
relation to cash flow hedges and £12m {2009 £26m) held for trading The carrying amount of denvative financial assets comprises £105m
{2009 £50m) in relation to far value hedges, £12m (2008 £12m) in relation to cash flow hedges and £17m (2009 £9mj} held for trading
Denvative financial assets and labiities held for trading comprise interest rate denvatives and forward foreign exchange contracts that
were not designated as hedging instruments

At 31 December 2010, Reed Elsevier had access to a $2,000m committed bank facity matunng in June 2013, which was undrawn

After taking account of the matunty of committed bank facilities that back short term borrowings at 31 December 2010, and after utiising
avallable cash resources, No borrowings mature within two years (2009 nil), 23% of borrowings mature in the third year (2009 19%),
27% in the fourth and fifth years (2009 35%), 39% i the sixth to tenth years {2009 369%), and 11% beyond the tenth year (2009 1094)

Market risk

Reed Elsevier's primary market nsks are to interest rate fluctuations and exchange rate movements Denvatives are used to hedge or
reduce the nsks of Interast rate and exchange rate movements and are not entered INto unless such risks exist Denvatives used by
Reed Elsevier for hedging a particular nsk are not specialised and are generally avalable from numerous sources The impact of market
risks on net post employment benefit obligations and taxation 1s excluded from the foflowing market nsk sensitvity analysis

Interest rate nsk
Reed Elsevier's interest rate exposure management policy 1s amed at reducing the exposure of the combined businesses to changes
In interest rates

At 31 December 2010, 73% of gross borrowings were erther fixed rate or had been fixed through the use of interest rate swaps, forward
rate agreements and options A 100 basis pont reduction in interest rates would resuft n an estimated decrease I net finance costs

of £3m (2009 £4m), based on the composition of financial instruments including cash, cash equivalents, bank loans and commercial
paper borowings at 31 December 2010 A 100 basis pant nse in interest rates would result In an estmated increase In net finance costs
of £3m (2009 £4m)

The impact on net equity of a theoratical change In Interest rates as at 31 December 2010118 restncted to the change n camrying value

of floating rate to fixed rate interest rate denvatives in a designated cash flow hedge refationship and undesignated nterest rate dervatives
A 100 basis point reduction In nterest rates would result in an estmated reduction n net equity of £8m (2008 £14m) and a 100 basis
point ncrease i nterest rates would increase net equity by an estimated £9m (2009 £15m) The impact of a change in interest rates

on the carrying value of fixed rate borrowings In a designated far value hedge relationship would be offset by the change In carmying
value of the related nterest rate denvative Fixed rate borrowings not In a designated hedging relationship are carned at amortised cost

Foreign exchange rate risk

Translation exposures anse on the earmings and net assets of business operations N countries with currencies other than sterling, most
particulary 1n respect of the US businesses These exposures are hedged, to a signficant extent, by a policy of denominating borrowings
in currencies where sigruficant translation exposures exist, most notably US dollars (see note 24)

A thearetical weakening of all currencies by 10% against sterking at 31 December 2010 would decrease the carrying value of net assets,
excluding net borrowings, by £457m (2009 £466m} This would be offset to a large degres by a decrease In net borrowings of £270m
(2009 £321m) A strengthering of all currencies by 10% against sterling at 31 December 2010 would mncrease the carrying value of net
assets, excluding net borrowings, by £570m (2009 £581m) and increase net borrowings by £329m {2009 £392m)

A retranslation of the combined businesses’ net profit for the year assuming a 10% weakening of all foresgn currenctes aganst sterling
but excluding transactional exposures would reduce net profit by £51m {2009 £17m) A 10% strengthening of all foreign currencies against
sterling on this basis would ncrease net profit for the year by £62m (2009 £20m)
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18 Financial instruments continued

Credit risk

Reed Elsevier seeks to hmit interest rate and foreign exchange nsks descnbed above by the use of financial instruments and as a result has
a credit nsk from the potential non performance by the counterparties to these financial instruments, which are unsecured The amount of
thus credt nsk 1s normally restncted to the amounts of any hedge gain and not the pnncipal amount being hedged Reed Elsevier also has
a credit exposure to counterparttes for the full pnncipal amount of cash and cash equivalents Credit nsks are controlled by montonng the
credit quality of these counterparties, principally icensed commercial banks and investment banks with strong long term credit ratings,

and the amounts outstanding with each of them

Reed Elsevier has treasury policies in place which do not allow concentrations of nsk with iIndnadual counterparties and do not allow
significant treasury exposures with counterpartes which are rated lower than A/A2 by Standard and Poor’s, Moody's or Fitch

Reed Elsevier also has credit nsk with respect to trade recevables due from its customers that include national and state governments,
academc instituions and large and small enterpnses including law firms, book stores and wholesalers The concentraton of credit nsk
from trade recenables 1s Imited due to the large and broad customer base Trade recevable exposures are managed locally in the business
units where they anse Where appropnate, business units seek to minimise this exposure by taking payment in advance and through
management of credit terms Allowance 1s made for bad and doubtful debts based on management's assessment of the nsk taking into
account the ageing profile, expenence and crcumstance The maximum exposure to credit nsk s represented by the camying amount of
each financial asset, including dervative financial instruments, recorded in the statement of financial position

Included within trade recevables are the following amounts which are past due but for which rno allowance has been made Past due up
to one month £241m 2009 £248m), past due twe to three months £58m (2009 £66m), past due four to six months £16m (2009 £25m),
and past due greater than six months £5m (2009 nil} Examples of trade receivables which are past due but for which no allowance

has been made nciude those recevables where there 1s no concern over the creditworthiness of the customer and where the history

of dealings with the custormer indicate the amount will be settfed

Hedge accounting
The hedging relationships that are designated under IAS39 - Financial Instruments are descnbed below

Fair value hedges
Reed Elsevier has entered nto interest rate swaps and cross currency interest rate swaps to hedge the exposure to changes
in the far value of fixed rate borrowings due to interest rate and foreign currency movements which could affect the income staterment

Interest rate denvatives (including cross currency nterest rate swaps) with a principal amount of £1,093m (2009 £1,104m) were in place
at 31 December 2010 swapping fixed rate term debt issues denominated in sterling, euros and Swiss francs (CHF) to floating rate stering,
eure and US dollar (USD) debt respectively for the whole of therr term
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18 Financial instruments continued

The gains and losses on the borrowings and related denvatives designated as fair value hedges, which are included in the income staternent,
for the two years ended 31 December 2010 were as follows

Far value Fair value
1 January movemant Exchanga  1January movement Exchange 31 December
Gains/{losses) on borrowings 2009  gandlosss  gandioss) 2010  gandloss) gan/(loss) 2010
and related denvatives £em £m £m £m £m £m £m
GBP debt - 9 - 9 {16) - @
Related interest rate swaps - Q) - {9) 16 - 7
EUR debt - @ - 2) (10) - (12)
Related interest rate swaps - 2 - 2 10 - 12
CHF debt 41) (1) 4 {48) {37) 1) (86)
Related CHF to USD cross currency
interest rate swaps 41 11 (4) 48 37 1 86
Total GBP, EUR and CHF debt @1 G 4 (41) 63) (1) (105)
Total related interest rate dervatives 41 4 @ 4 63 1 105
Net gain - - - - - - -

Al farr value hedges were highly effective throughout the two years ended 31 December 2010

Gross borrowings as at 31 December 2010 included £51m 2009 £59m) in relation to fair value adjustments to borrowings previousty
designated n a far value hedge retationship which were de-designated in 2008 The related dernvatves were closed out on de-designation
with a cash inflow of £62m £10m 2009 £11m) of these far value adjustmenis were amortised mn the year as a reduction to finance costs

Cash flow hedges

Reed Elsevier enters into two types of cash flow hedge

{1} Interest rate denvatives which fix the interest expense on a portion of forecast floating rate debt {ncluding commercial paper, short term
bank loans and floating rate term debt}

(2) Foreign exchange denvatives which fix the exchange rate on a portion of future foreign currency subscnption revenues forecast by the
Elsevier science and medical businesses for up to 50 months

Movements In the hedge reserve (pre-tax) In 2009 and 2010, including gains and losses on cash flow hedging instruments, were as follows
Foreign  Total hedge

rate hange resarve
hedges hedges pre-tax

£m £m £m
Hedge reserve at 1 January 2009 losses deferred (80) (176) (256)
{Losses)gans ansing in 2009 (1) 64 53
Amounts recognised in income staternent 46 58 104
Exchange translation differences 7 3 10
Hedge reserve at 1 January 2010 losses defarred (38) {51) (89)
Losses ansing in 2010 {15) {43) (58)
Amounts recognised in income statement 26 35 61
Exchange translation differences 2) - (2)
Hedge reserve at 31 December 2010 losses deferred (29) (59) (88)

All cash flow hedges were highly effective throughout the two years ended 31 December 2010
Atax credt of £21m (2009 £24m) In respect of the above gans and Iosses at 31 December 2010 was also deferred n the hedge reserve
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18 Financial instruments continued

Of the amounts recogrised In the Income statement in the year, losses of £35m (2009 £58m) were recognised in revenue, and losses
of £26m (2009 £46m) were recognised in finance costs A tax credit of £15m (2009 £20m) was recognised in relation to these items

The deferred losses on cash flow hedges at 31 December 2010 are currently expected to be recognised in the income statement in future
years as follows

Totat
Foreign hedge
Interest rate exchange raserve
hedges hedges pre-tax
£m £m £m
2011 (14) (35) (49)
2012 (12) {15) {27)
2013 3) 8 (1)
2014 - (1) )
2015 - - -
Losses deferred in hedge reserve at end of year {29) (59) (88)
The cash flows for these hedges are expected to occur in ine with the recogntion of the losses in the Income statement, other than in
raspect of certain forward foreign exchange hedges on subscnptions, where cash flows may be expected to occur In advance of the
subscnpton year
19 Deferred tax
2010 2009
Em m
Deferred tax assets 151 208
Deferred tax labilites {(1,192) (1.272)
Total (1,041) (1,064)
Movements in deferred tax llabimes and assets are summansed as follows
Deferred tax liabilities Deferred tax assets
Excess of tax Excess of
allowances Acquirad Other amortisation Tax losses Other
over ntangible Pensions  temporary over tax carried  Pensions temporary
amortisation assets asseis differences allowances forward lhatwiities differences Total
£m £m €m £m £m £m £m £m £m
Deferred tax (lability)/asset
at 1 January 2009 219) (1,239) 44) (23) 10 6 180 147 (1,172
(Charge)/credtt to profit (20) 18 @) 4 19 3 (24) (56) 40
Credit/charge) to equity - - 17 - - - 27 {15) (25)
Transters - - - - - - - {20} {20
Acquisitions - (1) - - - - - - {1)
Exchange translaion differences 23 15 - 1 2 - (17 6) 114
Deferred tax (habity)/asset
at 1 January 2010 (216) {1,007) {31) (18) 27 g9 122 50 (1,064)
Credit/icharge) to profit 2 100 @) 1 (14} 4 {40) - 46
Credit/charge) to equity - - 23 7 - - {7) 6 29
Transfers - - - - - - - {11) (1)
Acquisitions - 9 - - - - - - 9
Exchange translation drfferences (9) (28) - - - - 3 2 (32)
Deferred tax (liability)/asset
at 31 December 2010 (223) (944) {15} {10) 13 13 78 47 (1,041)
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20 Inventories and pre-publication costs

2010 2009
£m £m
Raw materials 6 9
Pre-publication costs 130 168
Finished goods 92 98
Total 228 275
21 Trade and other receivables
2010 2009
£m £m
Trade recevables 1,361 1,367
Allowance for doubtful debts (73) B0
1,288 1,287
Prepayments and accrued income 187 206
Total 1,475 1,492
Trade recewvables are predominantly non-interest bearing and therr carrying amounts approximate to ther far value
Trade recenables are stated net of allowances for bad and doubtful debts The movements in the provision during the year were
as follows
2010 2009
£m £m
At start of year 80 77
Charge for the year 15 33
Trade receivables written off (22) (24}
Exchange translation differences - ®)
At end of year 73 80
22 Assets and liabilities held for sale
The magjor classes of assets and habilities of operations classified as held for sale are as follows
2010 2009
£m £m
Trade and other recevables - 5
Total assets held for sale - 5
Trade and other payables - 5
Total habilities associated with assets held for sale - 5

Assets held for sale as at 31 December 2009 related to Reed Business Information’s US controlled circulation and other titles
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23 Trade and other payables

2010 2009
£m £m
Payables and accruals 1,276 1,251
Deferred iIncome 1,308 1,220
Total 2,584 2,471
24 Borrowings
2010 2009
Falling due Falling due Faling due Fafing due
within m more withen n more
1 year than 1 year Tetal 1 year than 1 year Total
£m £m €m fm £m £m
Financial iabiliies measured at amortised cost
Short term bank loans, overdrafts and commercial paper 379 - 379 515 - 515
Finance leases 7 15 22 7 20 27
Other lcans 130 1,944 2,074 156 2,247 2,403
Other leans in far value hedging relationships - 1,198 1,198 - 1,144 1,144
Other loans previously In far value hedging relationships - 629 629 - 617 617
Total 516 3,786 4,302 678 4,028 4,706

The total far value of financial liabilities measured at armortsed cost 1s £2,786m (2009 £3,262m) The total far value of other loans in far
value hedging relationships 1s £1,278m (2009 £1,257m) The total far value of other loans previously i far value hedging relationships 1s

£885m (2009 £646m)

Analysis by year of repayment

2010 2008

Short term Short term

bank loans, bank lcans

overdrafts and overdrafts and

commercial Other Finance commercial Cther Finance

paper loans leases Total paper loans leases Total
£m £m £m £m £m £m £m £m
Within 1 year 379 130 7 516 515 156 7 678
Within 1 to 2 years - 382 T 388 - 342 7 349
Within 2 to 3 years - 636 8 644 - 43 6 437
Within 3 o 4 years - 825 - 825 - 633 7 640
Within 4 to 5 years - 1838 - 188 - 779 - 779
After 5 years - 1,740 - 1,740 - 1,823 - 1,823
- 3,771 15 3,786 - 4,008 20 4,028
Total 379 3,901 22 4,302 515 4,164 27 4,706

Short term bank loans, overdrafts and commercial paper were backed up at 31 December 2010 by a $2,000m (£1,283m) committed bank

facity matunng in June 2013, which was undrawn
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24 Borrowings continued

Analysis by currency

2010 2009

Short term Short term

bank loans, bark loans

ovardratts and overdrafts and

commercial Other Finance commercial Other Finance

paper loans leases Total paper Ipans leases Tota!
£m £m £m £m £m £m £ £m
US Dollars 225 2,566 22 2,813 371 2,828 27 3,226
£ Sterling - 707 - 707 - 691 - 691
Euro 123 628 - 751 7 645 - 762
Cther currencles 31 - - 31 27 — - 27
Total 379 3,901 22 4,302 515 4,164 27 4,706

Included In the US dollar amounts for other loans above 1s £364m (2003 £316m) of debt denominated in Swiss francs (CHF 500m,
2009 CHF 500m) that was swapped into US dollars on issuance and aganst which there are related denvatve financial instruments,
which, as at 31 December 2010, had a far value of £86m (2009 £48m)

25 Lease arrangements

Finance leases
At 31 December 2010 future finance lease obligations fall due as follows

2010 2009

£m £m

Within one year 8 7

In the second to fifth years inclusive 17 23

25 30

Less future finance charges (3) )]

Total 22 27
Present value of future finance lease obligations payable

Within one year 7 7

In the second to fifth years inclusive 15 20

Total 22 27

The farr value of the lease cbligations approximates to ther carrying amount

Operating leases

Reed Eisevier leases vanous properties, pnncipally offices and warehouses, which have varying terms and renewal nghts that are typical to
the terrtory in which they are located

At 31 December 2010 cutstanding commitments under non-cancellable cperating leases fall due as follows

2010 2009

£m £m

Within one year 128 140
In the second to fifth years inclusive 306 354
After five years 208 229
Total 642 723

Of the above outstanding commitments, £609m (2009 £677m) relate to land and buldings
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25 Lease arrangements continued

Reed Elsevier has a number of properties that are sub-leased The future lease recevables contracted with sub-tenants fall as follows

2010 2009

£m £m

Within one year 17 17

In the second to fifth years inclusive 25 36

After five years 5 7

Total 47 80
26 Provisions

2010 2000

Property Restructunng Total Property  Restructunng Total

£m tm £m £m £m £m

At start of year 89 106 195 45 69 114

Charged 36 31 67 70 187 227

Utiised {22) {82) (104) (20) (M4 (134)

Exchange tranglaton differences 2 (1) 1 (6) (&3] (12)

At end of year 105 54 159 89 106 195

Property provistons relate to estimated sub-lease shortfalls and guarantees given in respect of certain property leases for vanous penods

up te 2024 Restructunng provisions at 31 December 2010 principally relate to Reed Business Information

At 31 December 2010 provisions are included within current and non-current habilities as follows

2010 2009
£m £m
Current lizbilhes 71 134
Non-current habilities 88 &1
Total 159 185
27 Contingent liabilities and capital commitments
There are contingent llabilibes amounting to £10m (2002 £22m) In respect of property lease guarantees
28 Combined share capitals
2010 2009
£m £m
At start of year 225 209
Issue of ordinary shares - 20
Exchange translation differences (1) @
At end of year 224 225

In July 2009, Reed Elsevier PLC placed 109,198,190 new ordinary shares at 405p per share for proceeds, net of 1ssue costs, of £435m

and Reed Elsevier NV placed 63,030,989 new ordinary shares at €7 08 per share for net proceeds of €441m The number of sharas issued

represented 9 9% of the 1ssued ordinary share capital of the respective parent companies pror to the placings No share premium was
recognised In Reed Elsevier PLC as the company took advantage of section 612 of the Companies Act 2006 regarding merger relief

Combined share capitals exclude the shares of Reed Elsevier NV held by a subsidiary of Reed Elsevier PLC

Drsclosures in respect of share capital are given in note 12 to the Reed Elsevier PLC consolidated financial statements and note 13 1o the

Reed Elsevier NV consolidated financial statements
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29 Combined share premiums

2010 2009

£m £m

At start of year 2,807 2,529
Issue of ordinary shares, net of expenses 1" 385
Exchange translaton differences (64) (17
At end of year 2,754 2,807

Combined share premiums exclude the share premium in respect of shares of Reed Elsevier NV held by a subsidiary of Reed Elsevier PLC

30 Combined shares held in treasury

Shares Shares held

held by parent
by EBT companies Total
£m £m m
At 1 January 2009 232 551 783
Settlement of share awards (57) - (57)
Exchange translation differences - (28) (28)
At 1 January 2010 175 523 698
Settlement of share awards (9) - 9)
Exchange translation differences - {12) (12)
At 31 December 2010 166 51 677

At 31 December 2010, shares held in treasury related to 14,654,161 (2009 15,350,605} Reed Elsevier PLC ordinary shares and 7,781,780
{2009 8,219,196) Reed Elsevier NV ordnary shares held by the Reed Elsevier Group ple Employee Benefit Trust (EBT), and 34,196,298
{2009 34,196,298) Reed Elsevier PLC ordinary shares and 23,952,791 (2009 23,952,791) Reed Elsevier NV ordinary shares held by the

respective parent companigs

The EBT purchases Reed Elsevier PLG and Reed Elsevier NV shares which, at the trustees’ discretion, can be used in respect of the

exercise of share options and to meet commitments under condtional share awards

31 Translation reserve

2010 2009

£m £m

At start of year (100) (14)
Exchange differences on translation of foreign operations 94 (122
Exchange translation differences on capital and reserves 35 36
At end of year 29 {100)
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32 Other combined reserves
Hedge Other
regarve reserves Total Total
2010 2010 2010 2009
£m £m £m £m
At start of year (69) 437 (502) @88 L
Profit atinbutable to parent companies' shareholders - 642 642 391 ©
Dividends paid - {483) (483) (@57) g
Issue of ordinary shares, net of expenses - - - 419 @
Actuanal (losses)y/gans on defined benefit pension schemes - {63) (63) 6 3
Cumulative far value movements on disposals of avalable for sale investments - - - 1 g
Far value movements on cash flow hedges (58) - (58) 53
Tax recognised diractly in equity 12 17 29 (25)
{Decrease)increase In share based remuneration reserve - (4] (4] 17
Settlement of share awards - 9) 9) (60)
Transfer from hedge reserve to net profit (net of tax) 46 - 46 84
Exchange translation drfferences 2) 20 18 57
At end of year {67) (320) (387) {502)
Other reserves pnncipally comprise retained earnings, the share based remuneration reserve and available for sale investment reserve L
i)
E
33 Reiated party transactions 3
2
Transactions batween the Reed Elsevier combmed businesses have been eiminated within the combined financial staterments
Transactons with jont ventures were made on normal market terms of trading and comprise sales of goods and services of
£1m (2009 £2m) As at 31 December 2010, amounts owed by joint ventures were £2m (2009 £4m) Key management personnel are
also related parties and compnse the executive directors of Reed Elsevier PLC and Reed Elsevier NV Transachons with key management
personnel are set out below
2010 2009
£m £m
Salanes and other short terrmm employee benefits S 6
Post employment benefits 1 1
Terminabion benefits - 1 —
Share based remuneration (1) 1 I
Total 5 9 §
8
8
34 Exchange rates
The following exchange rates have been applied in prepanng the combined financiat staterments
Statement of
Income statement financial posrhon
2010 2009 2010 2009
Euro to stering 1147 112 117 112
US dollars 1o steding 155 157 1.56 162
o
3
35 Approval of financial statements %
The combined financial statements were approved and authonsed for 1Issue by the Boards of directors of Reed Elsevier PLC and %
Reed Elsevier NV on 16 February 201 E
2
g
3
g
g
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Independent auditors' report

to the members of Reed Elsevier PLC and shareholders of Reed Elsevier NV

Report on the combined financial statements

We have audited the combined financial staternents of Reed Elsevier
PLC (registered in England and Wales), Reed Elsevier NV fregistered
in Amsterdam), Reed Elsevier Group plc (registered in England and
Wales), Elsevier Reed Finance BV {registered in Amsterdam) and
therr respective subsidiaries, associates and jont ventures (together
“the combined businesses”), for the year ended 31 December 2010
(“the combined financial statements”), which comprise the combined
income statement, the combined statement of comprehensive
income, the combined statement of cash flows, the combined
staternent of financial position, the combined statement of changes
In equity, the accounting policies and the related notes 1 to 35

Our audit work has been undertaken so that we might state to the
members of Reed Elsevier PLC and shareholders of Reed Elsevier
NV those matters we are required to state to them in an auditor's
repert and for no other purpose To the fullest extent permitted by
law, wa do not accept or assume responsibiity to anyone other
than Reed Blsevier PLC and Reed Elsevier NV, and the members of
Reed Elsevier PLC as a body and the shareholders of Reed Elsewvier
NV as a bady, for our audit work, for this report, or for the opinions
we have formed

Responsibilities of directors

As explained more fully In the Directors’ Responsibiities Statement,
the directors are responsible for the preparation of the combined
financial staterments in accordance wath International Financial
Reporting Standards as adopted by the European Union {“IFRS")
and for being satisfied that they give a true and fair view and for
such internal control as they determine 1s necessary to enable

the preparation of financial statements that are free from matenal
misstatement, whether due to fraud or error

Auditors’ responsibilities

Qur responsibility 1s to audit and express an opinion on the
combined financial statements in accordance wath International
Standards on Auditing {UK and Ireland) as 1ssued by the United
Kingdom Auditing Practices Board, and Dutch law, including the
Dutch Standards on Auditing  Those standards require us to comply
with our respective professions’ ethical requirements, Including

the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the combined financial statements
An audtit nvolves obtaning evidence about the amounts and
disclosures in the combined financial statements suificient to give
reasonable assurance that the combined financial statements are
free from matenal misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies
are appropnate to the combined businesses’ circumstances

and have been consistently applied and adequately disclosed,
the reasonableness of signficant accounting estmates made

by the directors, and the overall presentation of the combined
financial statements

The procedures selected depend on the audrtor's judgment,
Including the assessment of the nsks of matenal misstatement

of the combined financial statements, whether due to fraud or error
In making those nsk assessments, the auditor considers intemal
control relevant to the entity’s preparation of the combined financial
statements in order to design audit procedures that are appropriate
in the crcumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control

We believe that the audit ewdence we have obtained I1s sufficient
and appropnate to providke a basis for our audit opirvon

Opinion on the combined financial statements
In our opinion the combined financial statements

> gwve atrue and far view of the state of the combined businesses’
affars as at 31 December 2010 andt of s profit for the year then
ended, and

> have been propery prepared in accordance with IFRSs as
adopted by the European Union

Other matter

We have also audited the information in the parts of the Drectors’
Remuneration Report presented in the Reed Elsevier Annual
Reports and Financial Statements (“the Remuneration Report”)

that are descnbed as having been audited The separate audit
reports on the consolidated financial statements of Reed Blsevier PLC
and Reed Elsevier NV, which have been audited under locally

ich include the other opinions required

Delortte LLP Deloitte Accountants BV.
Chartered Accountants Amsterdam
and Statutory Audrtor The Netherlands
London, United Kingdom 16 February 2011

16 February 2011
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Introduction

The Reed Elsevier combined financial statements are presented in pounds stering This summary financial nformation preserits the primary
combined financial statements and selected notes in euros using the exchange rates provided In note 34 to the combined financial statements,

except for signficant transactions which are translated at the relevant spot rate

Combined income statement

2010 2009
For the year ended 31 December Note €m €m
Revenue 1 7,084 6,800
Cost of sales (2,584) (2.523)
Gross profit 4,500 4,277
Seling and distibution costs (1,276) (1,246)
Administration and other expenses (1,874) (2.167)
Operating profit before jont ventures 1 1,250 864
Share of results of joint ventures 25 17
Operating profit 1,275 881
Finance income 9 8
Finance costs (332) (334)
Net finance costs (323) (326}
Disposals and other non operating items (54) {68}
Profit before tax 898 487
Taxation (140) (45
Net profit for the year 758 442
Attnbutable to
Parent compantes' shareholders 751 438
Non-controling interests 7 4
Net profit for the year 758 442
Combined statement of comprehensive income

2010 2009

For the year ended 31 Decamber €m €m
Net profit for the year 758 442
Exchange differences on translation of {foreign operations 196 {50)
Actuanal (lossesy/gains on defined benefit pension schemes {74) 7
Cumulative far value movermnents on disposal of avalable for sale investments - 1
Far value moverments on cash flow hedges {68) 59
Transfer to net profit from hedge reserve (net of tax) 54 94
Tax recognised drrectly In equity 34 (28)
Other comprehensive income for the year 142 83
Total comprehensive income for the year 900 525
Atinbutable to
Parent companies’ shareholders 893 521
Non-controling interests 7 4
Total recognised income for the year 900 525
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Summary combined financial information in euros

g
- F
Combined statement of cash flows :
2010 2009
For the year ended 31 December Note €m m
Cash flows from operating activities
Cash generated from operaficns 4 1,929 1,796
Interest paid (345) (338)
Interest receved 9 10
Tax pad (het) (10} (134)
Net cash from operating activities 1,583 1,334 g
Cash flows from investing activities %
Acquistions 4 (58) {106) 2
Purchases of property, plant and equipment {97) 87
Expendture on internally developed intangible assets (267) (184)
Purchase of investments (6) @)
Proceeds from disposals of property, ptant and equipment 8 4
Net proceeds/{costs) from other disposals 7 2
Dmdends received from joint ventures 28 26
Net cash used in investing activities (385} {352)
Cash flows from financing activities
Diadends pad to shareholders of the parent companies (565) (512 -
Distnbutions to non-controling interests ) @ g
(Decrease)/increase n short term bank loans, overdrafts and commercial paper (168} 120 g
Issuance of ather loans - 2.024 g
Repayment of other loans (461) (3,206) E
Repayment of finance leases {8) @
Proceeds on 1ssue of ordinary shares 13 934
Net cash used in financing activities {1,198) (845)
Increase in cash and cash equivalents 4 - 337
Movement in cash and cash equivalents
At start of year 822 386
Increase in cash and cash equivalents - 337 —
Exchange translation differences 46 29 g
At end of year 868 822 :
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Combined statement of financial position

2010 2009
As at 31 December Nots €m m
Non-current assets
Goodwall 5,196 4,860
Intangible assets 4,045 4,068
Investments in joint ventures 159 151
Other investments 56 45
Property, plant and equipment 341 327
Net pension assets 2 64 123
Deferred tax assets 177 233
10,038 9,808
Current assets
Invertones and pre-publication costs 267 308
Trade and other recewvables 1,725 1,671
Denvatve financial instruments 157 79
Cash and cash equivalents 4 868 822
3,017 2,880
Assets held for sale - B
Total assets 13,055 12,694
Current habilities
Trade and other payables 3,023 2,768
Denvatve financial nstruments 94 114
Borrowings 5 604 759
Taxation 755 536
Provisions 5] 83 150
4,559 4,327
Non-current liabilthes
Borrowings 5 4,430 4,511
Deferred tax habilties 1,395 1,425
Net pension obiigations 2 263 386
Provisions 5] 103 69
6,191 6,391
Liabilities associated with assets held for sale - 6
Total habilies 10,750 10.724
Net assets 2,305 1,970
Capetal and reserves
Combined share capitals 7 262 252
Combined share premiums 8 3,222 3144
Combined shares held in treasury 9 (792) {782
Translation reserve 229 79
Other combined reserves 10 (648) {753)
Combined shareholders’ equity 2,273 1,940
Non-controlling interests 32 30
Total equity 2,305 1,970
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Summary combined financial Information in guros

Combined statement of changes in equity

Comhinad Combined Combmed Other Combined Non-
share share  shares held Translation combined shareholdars’ controlling
caprtals premiums In treasury raserve reserves equrty imterests  Total equity
€m €m €m £€m €m €m €m €m
Balance at 1 January 2010 252 3,144 (782) 79 {753) 1,940 30 1,970
Total comprehensive
income for the year - - - 196 697 893 7 900
Dmdends paid - - - - (565) (565) (9) (574)
Issue of ordinary shares,
net of expenses - 13 - - - 13 - 13
Decrease in sharg based
remLneration reserve - - - - {8) (8) - 8)
Settlement of share awards - - 1" - (11) - - -
Exchange differences
on translation of
capital and reserves 10 65 21) (46) (8) - 4 4
Balance at 31 December 2010 262 3,222 (792) 229 [648) 2,273 32 2,305
Balance at 1 January 2009 215 2,605 (806} 174 (1,207) 981 29 1,010
Total comprehensive
income for the year - - - (50) 571 521 4 525
Dvidends pad - - - - {512) (512) 1€)] (515)
Issue of ordinary shares,
net of expenses 22 442 - - 470 Q34 - 934
Increase in share based
remuneration reserve - - - - 19 19 - 19
Settlernent of share awards - - 64 - 67) S| - [161]
Exchange differences
on translation of
capital and reserves 15 97 40Q) (45) 27) - - -
Balance at 31 December 2009 252 3144 (782) 79 (753) 1,940 30 1,970
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Notes to the summary combined financial

information in euros

1 Segment analysis

Ravenue Operating profit Adjusted operating profit
2010 2009 2010 2009 2010 2009
€m €m €m €m €m €m
Business segment
Elsevier 2,370 2,223 757 631 847 776
LesasNexis 3,063 2,864 379 377 693 745
Reed Exhixtions an 715 149 88 185 170
Reed Business Information 840 998 - (183) 104 99
Sub-total 7,084 6,800 1,285 913 1,829 1,790
Corporate costs - - (40) 39 (40) (39
Unallocated net pension credt - - 30 7 30 7
Total 7,084 6,800 1,275 881 1,819 1,758

Revenue s analysed before the €136m (2009 €132m) share of joint ventures' revenue, of which €28m (2009 €28m) relates to LexisNexis,
prngipally to Guffre, €104m (2009 €101m) relates to Reed Exhibimions, principally to exhibition joint ventures, and €4m (2008 €3m) relates

to Reed Business Information

Share of post-tax results of oint ventures of €25m (2009 €17m) included in operatng profit cormpnses €5m (2009 €5m) relating to LexasNexis,
€19m (2009 €11m) relating to Reed Exhibitions and €1m (2009 €1m) relating to Reed Busingss Information The unallocated net pension
credit of €30m (2009 €7m) compnses the expected return on pension scheme assets of €254m (2009 €212m) less interest on pension

scheme liabilmes of €224m (2009 €205m)

2010 2009
Analysis of revenue by geographical ongin €m &m
North Amenca 3,759 3,615
Urited Kingdom 1,061 1,005
The Netherlands 726 742
Rest of Europe 965 953
Rest of world 573 485
Total 7,084 8,800

2010 2009
Analysis of revenue by geographical market €m ém
North America 3,864 3,707
Untted Kingdom 573 575
The Netherands 239 272
Rest of Europe 1,323 1,268
Rest of world 1,085 978
Total 7,084 5,800

2010 2009
Analysis of revenue by type €m €m
Subscnpbons 3,170 3,037
Circulaton/transactions 2,059 1,913
Advertising 574 655
Exhibtions 790 701
Cther 49 494
Total 7,084 6,800
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Summary combined financeal information In euros

Notes to the summary combined financial

information in euros

1 Segment analysis continued

Expendrture on Capital Amortisation and imparrment

acquired goodwill and expandriture of acquired intangible Depreciation and

intangible assets addtions assets and goodwill other amortsation
2010 2009 2010 2008 2010 2009 2010 2009
€m €m €m €m €m £€m €m €m

Business segment

Elsevier 15 5 95 86 88 87 87 80
LexisNexis 4 8 246 168 258 259 144 120
Reed Exhibitions 7 13 14 13 27 70 16 8
Reed Business Information 1 - 14 21 35 194 30 32
Total 64 26 369 288 408 610 277 250

Capital expenditure comprises additions to property, plant and equipment and internally developed ntangible assets Amortisation and
imparrment of acquired Intangible assets and goodwill Includes amounts in respect of joint ventures of €4m {2008 €13m) In Reed Exhibhons

Ciher than the depreciation, amortigation and imparrment above, non cash items include €8m credit (2009 €19m charge) relating to
the recognition of share based remuneration and comprise €2m credit (2008 €5m charge) in Elsevier, €1m charge (2008 €8m charge)

n LexisNexts, €1m credit (2009 €2m charge) In Reed Exhibiions, €4m credt (2009 €2m charge) in Reed Business Information and €2m credit

{2009 €2m charge) in Corporate

Total assets

2010 2009

£€m €m

Business segment
Elsevier 3,359 3,265
LexisNexis 6,928 6,576
Reed Exhibmions 797 815
Reed Business Information 533 613
Sub-total 11,617 11,269
Taxaton 177 233
Cash and cash equivalents 868 822
Net pension assets 64 123
Assets held for sale - 8
Other assets 329 24
Total 13,055 12,694
Geographical location
North Amernca 8,840 8,478
United Kingdom 1,092 1,304
The Nethertands 999 769
Rest of Europe 1,587 1,685
Rest of world 537 458
Total 13,0565 12,694

Investrments i jont ventures of €159m {2009 €151m) Included N segment assets above compnse €44m (2008 €42m) relating to LexusNexis,
€108m (2009 €103m) relating to Reed Exhibitions and €7m (2009 €6m) relating to Reed Business Information
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Notes to the summary combined financial

information in euros

2 Pension schemes

The pension expense recognised within the income statement compnses

2010 2009

€m €m

Servce cost (including curtalment credits of €20m (2009 €48m)) 56 27
Interest on pension scheme liabilties 224 205
Expected retum on scheme assets (254) (212)
Net defined benefit pension expense 26 20
Defined contnbution pension expense 37 27
Total pension expense 683 a7

The amount recogrised in the statement of financal position in respect of defined benefit pension schemes at the start and end of the year

and the movements dunng the year were as follows

2010 2009
Defined Fair value Net Defined Far value Net
benefit of acheme pension benefit of scheme pension
abligations assets  obligations obigations assets obligabons
€m €m €m m n m
At start of year (3,698) 3,435 {263) (3143) 2,763 (380)
Service cost (56) - (56) 27) - 27
Interest on pension scheme liabilties (224) - {224) 205) - (205)
Expected retum on scheme assets - 254 254 - 212 212
Actuanal (loss)ygamn (306) 232 (74) {330) 337 7
Contnbutions by employer - 180 180 - 113 113
Contnbutions by employees (13) 13 - (13) 13 -
Benefits pad 163 {163) - 150 (150 -
Exchange translation differences (168) 152 {(16) (130) 147 (17)
At end of year {4,302) 4,103 {199) (3.698) 3,435 (263)

The net pension obligations of €199m (2009 €263m) at 31 December 2010 compnse schemes in deficit with net pension obligations of
€263m (2009 €386m) and schemes in surplus with net pension assets of €64m (2009 €123m)

As at 31 December 2010 the defined benefit obligations compnse €4,131m (2009 €3,553m) in relation to funded schemes and €171m

(2009 €145m) In relation to unfunded schemes
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Summary cambined financial iInformation in euros

Notes to the summary combined financial
information in euros

3 Adjusted figures

Reed Elsevier uses adjusted figures as addtional performance measures Adjusted figures are stated before amortisation and imparment
of acquired intangible assets and goodwill, exceptional restructunng and acquisiion related costs, disposal gains and loses and other

non operabing items, related tax effects and movements in deferred taxation assets and llabities that are not expected to crystalise in the
near term and ncludes the benefit of tax amortisabon where avallable on acquired goodwill and intangible assets Adusted operating profit
I1s also grossed up to exclude the equity share of taxes in joint ventures Exceptional restructunng costs in 2010 relate to the restructunng of
the Reed Bustiness Informahon business and in 2009 relate to the exceptonal restructunng programmes across Reed Elsevier Acquisition
related costs relate to acquisition integration and, from 2010, professional and other transaction related fees and adjustments to deferred
and contingent consideraton

Adusted operating cash flow 15 measured after net capital expenditure and dividends from joint ventures but before payments in relation
to exceptional restructunng and acquisihon related costs

2010 2009
€m €m
Qperating profit 1,275 88t
Adustments
Amorhsation of acquired intangible assets 408 M2
Imparment of acquired intangible assets and goodwil - 198
Exceptional restructunng costs 67 204
Acquisition related costs 58 54
Reclassification of tax in joint ventures " 9
Adjusted operating profit 1,819 1,758
Profit before tax 898 487
Adustments
Amortisation of acquired intangible assets 408 412
Imparment of acquired intangible assets and goodwill - 198
Exceptional restructunng costs 67 204
Acquisition related costs 58 54
Reclassification of tax in joint ventures " 9
Disposals and other non operating items 54 68
Adjusted profit before tax 1,496 1,432
Profit attributable to parent companies’ shareholders 751 438
Adjustments {post tax)
Amortisation of acquired mtangible assets 394 460
Imparment of acquired ntangible assets and goodwill - 152
Exceptional restructunng costs 44 148
Acquistion related costs 35 ar
Disposals and other non operating items 43 (25)
Deferred tax credits on acquired intangible assets not expected to crystallise in the near term (117) (112)
Adjusted profit attnibutable to parent companies’ shareholders 1,150 1,098
Cash generated from gperations 1,929 1,796
Dmdends receved from joint ventures 28 26
Purchases of property, plant and equipment (97) 87
Proceeds from disposals of property, plant and equipment 8 4
Expenditure on internally developed intangible assets (267 (184)
Payments in relation to exceptional restructunng costs 116 139
Payments in relation to acquisition related costs 60 51
Adjusted operating cash flow 1,777 1,745
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Notes to the summary combined financial
information in euros

4 Statement of cash flows

2010 2009
Reconciliation of operating profit before joint ventures to cash generated from operations €m €m
Cperating profit before joint ventures 1,250 864
Amortisation and imparment of acquired intangible assets and goodwil 404 597
Amortisation of internally developed ntangble assets 185 156
Depreciation of property, plant and equipment 92 94
Share based remuneration (8) 19
Total non cash items 673 866
Decrease in inventones and pre-publication costs 40 53
Decrease i recevables 28 125
Decrease in payables (62) {112
Decrease 1n working capital 6 66
Cash generated from operations 1,929 1,796
2010 2009
Cash flow on acquisitions €m on
Purchase of businesses (44) (10)
Payment ¢f ChoicePomnt change of control and other non operating payables assumed (8) 63)
Deferred payments relating to pnor year acquisthons {6) (33)
Total (58) (106)
Related
derivative
Cash & cash financial
equivalents Borrowings instruments 2010 2009
Reconciliation of net borrowings €m €m €m €m £m
At start of year 822 (5,270) 46 {4,402) {5,898)
Increase In cash and cash equvalents - - - - 337
Net movement in short term bank loans, overdrafts
and commercial paper - 168 - 168 {120)
tssuance of other loans - - - - (2,024)
Repayment of other loans - 461 - 461 3,206
Repayment of finance leases - 8 - 8 2
Change in net borrowings resutting from cash flows - 637 - 637 1,401
Inception of finance leases - 2 - 2) 29
Far value adjustments to borrowings and related denvatives - (61) 74 13 12
Exchange translation differences 46 {338) 3 (289) 112
At end of year 868 (5,034) 123 (4,043) (4,402

Net bomowings comprise cash and cash equivalents, loan capital, finance leases, promissory notes, bank and other loans, and those

denvative financial instruments that are used to hedge the far value of fixed rate borrowings

Cash and cash equivalents include €5m (2009 €6m) held in trust to satisfy liabilhes in respect of change of control obligations related to

the acquistion of ChoicePaint
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Summary combined financial information in euros

Notes to the summary combined financial

information in euros

5 Borrowings

2010 2009

Fallngdue  Falling due Falling due Faling due

within n more within n more
1year than 1 year Total 1year than 1 year Total
€m £m €m mn m wn

Financial babiiies measured at amortised cost

Short term bank loans, overdrafts and commercial paper 444 - 444 577 - 577
Finance leases 8 18 26 8 22 30
Other loans 152 2,274 2,426 174 2517 2,691
Other loans in far value hedging relatienships - 1,402 1,402 - 1,281 1,281
Other loans previously In far value hedging relationships - 736 736 - 58] 6N
Total 604 4,430 5,034 759 4,511 5,270

The total far value of financial habilihes measured at amorhsed cost 1s €3,271m (2009 €3,653m) The total far value of other loans in far
value hedging relahonships 1s €1,496m (2009 €1,408m) The total far value of other loans previously In far value hedging relationships 1s

€801m (2009 €724m)

Analysis by year of repayment
2010 2009
Short term Short term
bank lcans, bank loans,
averdrafts and overdrafts and
commercial Other Finance commercial Other Finance
paper loans leases Total paper Ioans leases Total
€m €m €m €m €m €m €m €m
Within 1 year 444 152 8 604 577 174 8 759
Within 1 to 2 years - 447 8 455 - 383 7 390
Within 2 to 3 years - 744 10 754 - 483 7 490
Within 3 to 4 years - 965 - 965 - 708 8 7
Within 4 to 5 years - 220 - 220 - 872 - 872
After 5 years - 2,036 - 2,036 - 2,042 - 2,042
- 4,412 18 4,430 - 4,489 22 4,51
Total 444 4,564 26 5,034 577 4,663 30 5,270

Short term bank loans, overdrafts and commercial paper were backed up at 31 December 2010 by a $2,000m (€1,501m) committed bank

facity matunng in June 2013, which was undrawn

Analysis by currency
2010 2009
Short tarm Short temm
bank loans, bank loans
overdrafts and overdrafts and
commercial Other Finance commercal Cther Fnance
paper loans leases Total paper loans leases Total
€m €m €m €m tm m m m
US Dollars 263 3,002 26 3,291 416 3,167 30 3,613
£ Sterling - 827 - 827 - 774 - 774
Euro 144 735 - 879 13 722 - 853
Other currencies 37 - - a7 30 - - 30
Total 444 4,564 26 5,034 577 4,663 30 5,270

Included in the US dollar amounts for other loans above 1s €425m (2009 €354m) of debt denominated in Swiss francs (CHF 500m,
2009 CHF 500m) that was swapped into US dollars on issuance and aganst which there are related denvative financial nstruments

which, as at 31 December 2010, had a far value of €100m (2008 €53m)
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Notes to the summary combined financial
information in euros

6 Provisions

2010 2009

Property Restructunng Total Property  Rastructunng Total

€m €m €m €m €m €m

At start of year 99 120 219 486 71 17
Charged 42 36 78 78 176 254
Utiised (26) (96) (122) 22) (128) (150
Exchange translaton differences 8 3 11 3 1 1]
At end of year 123 63 186 99 120 219

Property provisions relate to esuimated sub-lease shortfalls and guarantees given in respect of certain property leases for vanous penods up to

2024 Restructunng provisions at 31 December 2010 pnncipally relate to Reed Business Information

At 31 December 2010 provisions are included within current and non-current liabilies as follows

2010 2009

€m £m

Current labilities a3 150

Non-current liabilties 103 69

Total 186 219
7 Combined share capitals

2010 2009

€m &m

At start of year 252 215

lssue of ordinary shares - 22

Exchange translation differences 10 15

At end of year 262 252

In July 2009, Reed Elsevier PLC placed 109,198,190 new ordinary shares at 405p per share for proceeds, net of issue costs, of £435m
and Reed Elsevier NV 1ssued 63,030,989 new ordinary shares at €708 per share for net proceeds of €441m The number of shares 1ssued
represented 9 9% of the issued ordinary share capital of the respective parent companes prior to the placings No share premium was
recogrused n Reed Elsevier PLC as the company took advantage of sechion 612 of the Companies Act 2006 regarding merger rehief

Combined share capitals exclude the shares of Reed Bsevier NV held by a subsidiary of Reed Elsevier PLC

8 Combined share premiums

2010 2009

€m €m

At start of year 3,144 2,605
lssue of ordinary shares, net of expenses 13 442
Exchange translation differences 65 97
At end of year 3,222 3,144

Combined share premiums exclude the share premium in respect of shares of Reed Elsevier NV held by a subsidiary of Reed Eisevier PLC
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Notes to the summary combined financial

information in euros

9 Combined shares held in treasury

Sharos  Shares held

held by parent
by EBT companies Total
€m €m €m
At 1 January 2009 239 567 806
Settlement of share awards B64) - 64
Exchange franslaton differences 21 19 40
At 1 Jarnuary 2010 196 586 782
Settlernent of share awards {11) - (1)
Exchange translaticn differences 9 12 21
At 31 December 2010 194 598 792
10 Other combined reserves
Hedge Other
reserve raserves Total Total
2010 2010 2010 2000
€m €m €m €m
At start of year (73) (680) {753} (1.207)
Profit atinbutable to parent companies’ shareholders - 751 751 438
Dividends paid - (565) (565) (512
Issue of ordinary shares, net of expenses - - - 470
Actuanal {losses)/gains on defined benefit pension schemes - {r4) {74) 7
Cumulatve far value movements on disposal of avalable for sale investments - - - 1
Farr value movements on cash flow hedges (€8) - {68) 59
Tax recognised directly in equity 14 20 34 (28)
(Decrease)/increase In share based remuneration reserve - (8) {8) 19
Settlerment of share awards - {11) {11) 67}
Transfer from hedge reserve to net profit (net of tax) 54 - 54 94
Exchange translation differences (6) {2} {8) (27)
At end of year 79) {569) (648) (753)
11 Exchange rates
Stateament of
Income statement fmaneal position
2010 2009 2010 2009
Sterling to euro 085 089 0.85 089
US dollars to euro 1.32 140 1.33 144
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Reed Elsavier PLC

Directors’ report

The directors present thewr report, together with the financial
statements of the group and company, for the year ended
31 December 2010

As a consequence of the merger of the company's businesses

with those of Reed Elsevier NV in 1993, descnbed on page 56,

the shareholders of Reed Elsevier PLC and Reed Elsavier NV can
be regarded as having the interests of a single economic group
The Reed Elsevier combined financial statements represent the
combined imerests of both sets of shareholders and encompass the
businesses of Reed Elsevier Group ple, Elsevier Reed Finance BY
and ther respective subsidianes, associates and jont ventures,
together with the parent companies, Reed Elsevier PLC and Reed
Elsevier NV (“the combined businesses” or “Reed Elsevier’} This
directors’ report and the financial statements of the group and
company should be read In conunction writh the combined financiat
staternents and other reports set out on pages 4 to 128 A review
of the Reed Elsevier combined businesses and ther performance
in the year 1s set out on pages 8 to 37, a summary of the pnncipal
nsks facing Reed Elsevier is set out on pages 50 to 52, and the
Reed Blsevier statement on Corporate Responsibility 1S set out on
pages 38 to 41

Principal activities

The company is a holding company and its principal Investments
are its drect 50% shareholding in Reed Elsevier Group plc and
39% shareholding in Elsevier Reed Finance BV, which are engaged
i publishing and information activities and financing activities
respactvely The remaning shareheldings in these two companies
are held by Reed Elsevier NV Reed Blsevier PLC also has an
indrect equity interest in Reed Elsevier NV Reed Elsevier PLC and
Reed Elsevier NV have retained therr separate legal identites and
are publicly held companies Reed Elsevier PLC's securities are
listed in London and New York and Reed Blsewvier NV's securities
are listed in Amsterdam and New York

Financial statement presentation

The consolidated financial statements of Reed Elsevier PLC include
the 52 9% economic interest that shareholders have under the
equalisabon arrangements in the Reed Bsevier combined businesses,
accounted for on an equity basis

Under the terms of the merger agreement, dividends paid to

Reed Elsevier PLC and Reed Elsevier NV shareholders are,

other than in special circumstances, equalised at the gross level
inclusive of the UK tax credit received by certain Reed Elsevier PLC
shareholders Because of the tax credrt, Reed Elsewvier PLC normally
requires proporhonately less cash to fund s net dividend than
Reed Elsevier NV does to fund tts gross dividend An adjustment

15 thersfore required in the consaolidated income statement

of Reed Elsevier PLC to share this tax benefit between the

two sets of shareholders in accordance with the equalisation
agreement The equalisation adjustment anses on dvidends

pad by Reed Elsevier PLC to its shareholders and 1t reduced

the consolidated attnbutable earnings by £13m (2002 £12m),
being 471% of the total amcunt of the tax credit

In addhion to the reported figures, adjusted profit figures are
presented as additional performance measures used by
management These exclude the tax credit equalisation adjustment
and, in relation to the results of joint ventures, the company’s share
of amortisation and imparrment of acquired intangible assets and
goodwill, exceptional restructunng and acquisition related costs,
disposal gains and losses and other non operating tems, related
tax effects and movements in deferred taxation assets and liabiities
not expected to crystalise in the near term and includes the benefit
of tax amortisabion where avalable on acquired goodwall and
intangible assets

Consolidated income statement

Reed Elseviar PLC'’s shareholders’ 52 3% share of the adusted profit
before tax of the Reed Elsevier combined businesses was £677m,
the same as the 2009 level Reported profit before tax, including the
Reed Elsevier PLC shareholders' share of amortisation and impaiment
charges, exceptional restructunng and acquisition related costs and
disposals and other non operating tems, was £328m (2009 £201m)
The increase largely reflects the intangible asset and goodwall
mpaimment charges in the pner year and lower exceptional
restructunng spend in 2010 compared to the pnor year Elsevier saw
continued growth although at a iower rate than the pnor year due to
a constraned customer budget envronment The LexisNexis nsk
bustness saw strong growth, driven by the msurance sector and the
return to growth In more cyclical markets The LexasNexas legal and
professional businesses saw a smal undertying revenue dechine
reflecting the impact on renewals and print product of the low levels
of law finm actvity and employment Reed Exhiubtions benefited from
a net cycling n of iennial exhibiions and a retum to growth in annual
exhibrions in the second half of the year Reed Business Information
saw good growth in data services and onfine marketing solutions
and significantly moderated declines In advertising markets, while
the portfolio was reshaped through disposals and closures and
costs signicantly reduced The adjusted operating margn decined
02 percentage points reflecing increased spend on product
development, sales & marketing and infrastructure, largely offset

by tight cost control and the incremental benefits from the earker
restructunng programmes

Reed Elsevier PLC's shareholders' share of the adjusted profit
attnbutable of the combined businesses was £520m, up from £519m
In 2008 After deducting the company’s share of the post tax charge
for amortisation and impanment of acquired intangible assets and
goodwil, excephonal restructunng and acquistion related costs,
disposal gains and losses and other non operating tems and defemred
taxes not expected to crystallise in the near term, the reported net
profit for the year was £327m, up from £185m in 2009

Adiusted earnings per share decreased 5% to 43 dp (2009 459p)
At constantt rates of exchange, the adusted earmings per share were
8% lower Including the effect of the tax credit equalisation as well

as amortisation and imparment of acquired intangible assets and
goodwill, exceptional restructunng and acquisrion related costs,
disposal gains and losses and cther non operating tems, and tax
adjustments, the basic eamings per share was 27 3p (2009 172p)

Consolidated statement of financial position

The consolidated statement of financal positon of Reed Blsevier PLC
reflects its 52 9% economic interest In the net assets of Reed Elsevier
which as at 31 December 2010 was £1,028m (2009 £916m) The
£112m ncrease in net assets reflects the company’s share in the
atmbutable profits of Reed Blsevier partially offset by dividends paidt
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Directors' report continued

Dividends

The board 18 recommending an equalised final dwvidend of 15 0p

per ordinary share, unchanged from the prior year This gves total
ordinary dvidends for the year of 20 4p (2009 20 4p), unchanged on
2009 The final dmidend will be pad on 17 May 2011 to shareholders
cn the Register on 26 April 2011

Dimdend cover, based on adjusted earmings per share and the
total ntenm and proposed final dividends for the year, 1s 21 tmes
The boards of the company and Reed Elsevier NV have adopted
dividend policies in recent years in respect of their equaksed
dividends that, subject to currency considerations, grow dividends
broadly in line with adusted earnings per share whilst mantaning
dividend cover (being the numiber of tmes the annual dividend 1s
covered by the adjusted earnings per share) of at least two times
over the longer term

The total dividend pard on the ordinary shares in the financial year
was £245m (2009 £228m)

Parent company financial statements

The indvidual parent company financial statements of Reed Elsevier
PLC are presented on pages 161 to 163, and are prepared under
UK Generally Accepted Accounting Practice (UK GAAP) Parent
company shareholders' funds as at 31 December 2010 were
£2,791m (2009 £2,444m)

Corporate Governance

The company has comphied throughout the year with the provisions
of the Combined Code on Corporate Governance issued in

June 2008 {the “UK Code”) The UK Code is publicly avalable at
wwwirc org uk Detalls of how the principles of the UK Code have
been applied and the directors’ staterment on intemal control are
set out n the Structure and Corporate Governance report on
pages 56 to 61

In May 2010 the Financial Reporting Council issued The UK
Corporate Governance Code (“the New UK Code”), which replaces
the UK Code for financial years beginning on or after 29 June 2010
The New UK Code will, therefore, apply in respect of the company’s
financial year beginning 1 January 2011

Details of the role and responsibilities, membership and activities

of the Reed Elsevier Audit Commuttees, including the company's
Audit Committee, are set out in the Report of the Audit Commuttess
on pages 81 to 84

Directors
The following served as directors of the company during the year

A J Habgood (Chairman)

E Engstrom (Chief Executve Officer)
M H Armour (Chief Financial Officer)
M W Elliott

L Hook

R B Polet

A Prozes (Retired 31 December 2010}
D E Red (senior Independent director)
Lord Sharman of Redlynch OBE

B van der Vieer

Biographical details of the directors at the date of this report are
given on pages 54 and 55

Directors are appointed in accordance with the Articles of Association,
which provides that any director appointed dunng the year holds
office only until the next following Annual General Meeting and is then
eligible for election by the shareholders The company's Articles of
Association provide that at every Annual General Meeting of the
company, cne third of the directors (or If ther number 15 not a multiple
of three the number nearest 1o one third) shall retire from office and,

if they wish, put themselves up for re-electton by the sharehoiders
The New UK Code, applicable in respect of the company’s financial
year begnning 1 January 2011, recommends that all directors should
seek re-slection by shareholders annually Accordingly, the board
ntends to implement this provision with effect from the Annual
General Meeting to be held in Apnl 2011

The office of director shall be vacated if he or she () resigns, (i)
becomes bankrupt or compounds with his or her creditors generally,
{u) 1s or may be sufferng from a mental diness, () 1s prohibrited by law
from being a drrector, or () 1s removed from office pursuant 1o the
company's Articles of Association Subject to the shareholders’ nghts
to appoint ndmduals to the board in accordance with the company's
Articles of Association, no indvidual may be appointed to the board
unless such appomntment i1s recommended by the Nominations
Committee

Lord Sharman will retre as a director at the conclusion of the

Annual General Meeting In Apnl 2011, and will not seek re-election

In accordance with the provisions of the New UK Code, all other
directors will retire from the board at the Annual General Meeting In
2011 and, being eligible, they will each offer themsehves for re-election
Taking Into account the assessment by the Corporate Govermance
Committee of the qualfications, performance and effeciveness of
each indmidual director seeking re-elechon, the board has accepted a
recommendation from the Nominations Committee that each director
be proposed for re-election at the 2011 Annual General Meebing

The board, In conunction with external recrutment consultants,

has been conducting a search for a suitable candidate as a
non-executive director and, on the recommendation of the
Nominations Committee, Adnan Hennah will be proposed for
appointment as a non-executive director of Reed Elsevier PLC and
as a member of the Supervisory Board of Reed Elsevier NV at the
Reed Elsevier PLC and Reed Elsevier NV Annual General Meetings
in Apnl 2011 Mr Hennah was appointed chief financial officer of
Smith & Nephew plc In 2006 He has over 25 years' experience

n finance and operations in the medical devices, technology and
pharmaceuticals industries, and will bnng highly relevant expertence
to the board discussions Subject to his appointment at the Annual
General Meetings, he will also be appointed a non-executive director
of Reed Elsevier Group plc and a member of the Audit Committees
and of the Corporate Governance Committee

The notice penod applicable to the service contracts of E Engstrom
and M H Amrmour 1s 12 months  The remaining directors seeking
re-appointment at the 2011 Annual General Meeting do not have
service contracts

Detals of drectors’ remunerabion and thewr interests in the share
capital of the company are provided in the Directors’ Remuneraton
Report on pages 62 to 80
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Read Elsevier PLC

Directors' report continued

Share capital

The company's 1ssuied share capital compnses a single class of
ordinary shares, all of which are hsted on the London Stock Exchange
All issued shares are fully pard up and cairy no additional obligations
or special nghts Each share cames the nght to one vote at general
meetings of the company In a general meeting, subject to any nghts
and restncbons attached to any shares, on a show of hands every
member who is present in person shall have one vote and every
proxy present who has been duly appointed by one or more
members entitled to vote on the resoluton has one vote (atthough

a proxy has one vote for and one vote against the resolution if

{1} the praxy has been duly appanted by more than cne member
entiled to vote on the resolution, and (i the proxy has been
instructed by one or more of those members to vote for the
resolution and by one or more other of those members to vote
against ity Subject to any nghts or restnctions attached to any
shares, on a vote on a resolution on a poll every member present

N person or by proxy shall have one vote for every share of which
he s the holder Proxy appointments and voting instructions must
be receved by the company's registrars not less than 48 hours
before a general meeting There are no specific restnctions on

the size of a holding nor on the transfer of shares, which are both
govemed by the general provisions of the Articles of Associabon and
prevaiing legislaton The company Is not aware of any agreements
between shareholders that may result n restnctions on the transfer
of shares or on voting nghts attached to the shares

At the 2010 Annual General Meeting, shareholders passed a
resolution authonsing the directors to allot shares up to a nominal
value of £9m, representing less than 5% of the compary's 1ssued
share capital Since the 2010 Annual General Meeting no shares
have been issued under this authorty The shareholder authonty also
permitted the directors to allot shares in order to satisfy entitlements
under employee share plans, and detals of such allotments are noted
below The authonty to allot shares will exprre at the 2011 Annual
General Meeting, and a resolution to further extend the authonty will
be submitted to the shareholders at the 2011 Annual General Meeting

During the vear, 2,010,391 ordinary shares in the company were
issued in order to satisfy entlements under employee share plans
as follows

> 704,655 under a UK SAYE share option scheme at prices
between 377 6p and 504 Op per share

> 1,305,736 under executive share option schemes at prices
hetween 451 5p and 534 Op per share

The 1ssued share capital as at 31 December 2010 1s shown in
note 12 to the consolidated financial staterments

Authorty to purchase shares

At the 2010 Annual General Meeting, shareholders passed a
resolution authonsing the purchase of up to 124 7 millen ordinary
shares in the company {representing less than 10% of the 1ssued
ordinary shares) by market purchase No shares were purchased
under this authorty dunng the year As at 31 December 2010 there
were 34,196,298 ordinary shares held in treasury, representing

2 74% of the 1ssued ordinary shares The authorty to make market
purchases wilf expire at the 2011 Annual General Meeting, and a
resolution to further extend the authorty will be submitted to the
shareholders at the 2011 Annual General Meeting

Substantial share interests

As at 16 February 2011, the company had been notbfied by the
followang shareholders that they held an interest of 3% or more
In voting nghts of the 1ssued share capital of the company

> Legal & General Group plc 4 30%
> Silchester International Investors Lmited 3 03%

The percentage interests stated above are as disclosed at the date
on which the nterests were notified to the company

In addition to the interests noted above, the company Is aware
that as at the year end Scottish Widows Investrment Partnership
held, approxmately, a 4 83% shareholding in the company and
BlackRock Group held, approximately, a 4 22% shareholding in
the company

Employee benefit trust

The Trustee of the Reed Elsevier Group plc Employes Benefit

Trust held an interest In 14,654,161 ordinary shares in the

company (representing 117% of the Issued ordinary shares) as

at 31 December 2010 The Trustee may vote or abstain from voting
any shares it holds in any way it sees fit

Significant agreements - change of control

The Governing Agreement between Reed Elsevier PLC and

Reed Elsevier NV states that upon a change of control of

Reed Blsevier PLC (for these purposes, the acquistion by a third
party of 50% or more of the issued share capital having voting
nghts), should there not be a comparable offer from the offeror
for Reed Bisevier NV, Reed Elsewvier NV may serve notice upon
Reed Elsevier PLC varyving certain provisions of the Goverming
Agreemaent, including the governance and the standstll provistons

There are a number of borrowing agreements including credit
faciities that in the event of a change of control of both Reed
Blsevier PLC and Reed Elsevier NV and, in some cases, a
consequential credit rating downgrade to sub-investment grade
may, at the option of the lenders, require repayment and/or
cancellation as appropnate

Powers of directors

Subject to the prowisions of the Companies Act 2006, the
company's Arhicles of Association and any directions given by
special resolutions, the business of the company shall be managed
by the board which may exercise all the powers of the company

Directors’ indemnity

In accordance with the company's Articles of Association, the
company has granted directors an indemnity, to the extent permitted
by law, in respect of habilihes incurred as a result of ther office

The company also purchased and mantaned throughout the

year Directors’ and Officers’ kability insurance in respect of itself

and ts directors

Related party transactions

Interal confrols are in place to ensure that any related party
fransactions invoving directors or their connected persons are
carned out on an arm'’s length basis and are property recorded
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Directors' report continued

Conflict of interest

The company’s Articles of Association permit the board to approve
situations where a director has an interest that conflicts, or may
possibly conflict, with the interests of the company The board has
established a formal system whereby the Nominations Committee
considers and decides whether to authorise any such conflict or
potential conflict, and whether to iImpose imits or condrhions when
gving authonsation In reaching ts decision, the Nominations
Committee 1s required to act in a way it considers would be most
likely to promote the success of the company

Creditor payment policy

Reed Elsevier companies agree terms and condrions for business
transactions with suppliers, including the terms of payment Reed
Elsevier does not operate a standard code in respect of payments
1o supplers The average tme taken to pay suppliers during the
year was between 30 and 45 days (2009 hetween 30 and 45 days)

Chantable donations

Through the Reed Elsevier Cares programme, which concentrates
on education for disadvantaged young pecple, Reed Elsevier
companies made donations dunng the year for chartable purposes
amounting to £2 3m (2008 £2 5m) of which £0 5m (2009 £0 5my)
was in the United Kingdom  Further information conceming the
Reed Elsevier Cares programme 15 avallable from the Reed Elsevier
Corporate Responsibility Report at www reedelsevier com/
CorporateResponsibility

Political donations

Reed Elsevier does not make donations to EU political crganisations
or incur EU polmical expenditure In the United States, Reed Elsevier
companies donated £53,000 (2009 £46,000) to paltical organisahons
In ine with US law, these donations were not made at federal

level, but only to candidates and political parties at the state and
local levels

Financial Statements and accounting records

The directors are responsible for preparing the directors' report
and the financial staiements in accordance with applicable law
and regulations

Company law requires the directors to prepare financial statements
for each financial year Under that law the directors are required
to prepare the consolidated financial statements in accordance
with International Financial Reporting Standards as adopted by
the European Union and Article 4 of the |AS Regulation and have
elected to prepare the parent company financial statements in
accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable
law) Under company law the directors must not approve the
accounts unless they are satisfied that they give a true and far
view of the state of affars of the company and of the profit or loss
of the company for that penod

In preparng the parent company financial statements, the directors
are required to select suitable accounting policies and then apply
them consistently, make judgments and accounting estimates

that are reasonable and prudent, state whether applcable

UK Accounting Standards have been followed, subject to any
material departures being disclosed and explaned in the financial
statements, and prepare the financial statements on a going
concern basis unless it 1s Inappropnate to presume that the
company will continue In business

In prepanng the group financial statements, IAS1 requires that
drectors property select and apply accounting policies, present
nfermation, including accounting policies, N a manner that provides
relevant, reliable, comparable and understandable information,
provide additional disclosures when compliance with the specific
requrements i IFRSs are insufficient to enable users to understand
the iImpact of particular transactions, other events and conditions
on the entity’s financial position and financial performance, and
make an assessment of the company’s abiity to continue as a
going concem

The directors are responsible for keeping adeguate accounting
records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time
the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006
They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention
and detection of fraud and other iregularties

Directors’ responsibility statement
The board confirms that to the best of ts knowledge

> the consclidated financial statements, prepared in accordance
with International Financial Reporting Standards as 1ssued by the
International Accounting Standards Board and as adopted by the i
European Union, give a true and far view of the financial position |
and profit or loss of the group, and

> the Directors’ Report includes a far review of the development
and performance of the business and the position of the group,
together with a descnpion of the principal nsks and uncertanties
that it faces

Neither the company nor the directors accept any hability to any
person in relation 10 the Annual Report except to the extent that
such lability could anse under English law Accordingly, any hability
to a person who has demonstrated reliance on any untrue or
misleading statement or omission shall be determined in accordance
with Section 90A of the Financial Services and Markets Act 2000
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Reed Elsevier PLC

Directors' report continued

Disclosure of information to audrtors

As part of the process of approving the company’s 2010 financtal
statements, the directors have taken steps pursuant {0 section
418(2) of the Companies Act 2006 to ensure that they are aware of
any relevant audit nformation and to establish that the company’s
audrors are aware of that informaton In that context, so far as the
directors are awars, there 1s no relevant audit information of which
the company’s audttors are unaware

Going concem

The directors, having made appropnate enquines, consider that
adequate resources exst for the combined businesses to continue
In operational existence for the foreseeable future and that, therefore,
it 1s appropnate to adopt the going concern basis N preparnng the
2010 financial statements In reaching this conclusion, the directors
have had due regard to the combined businesses' financial posiion
as at 31 December 2010, the strong free cash flow of the combined
businesses, Reed Elsevier's abilty to access capital markets and the
principal nisks facing Reed Elsevier

A commentary on the Reed Elsevier combined businesses’

cash flows, financial position and iquidity for the year ended

31 December 2010 1s set out in the Chief Financial Officer's Report
on pages 44 and 45 This shows that, after takeng account of
avatlable cash resources and committed bank facilties that back up
short term borrowings, none of Reed Elsevier's borrowings fall due
within the next two years Reed Elsevier's policies on Iiquidity, capital
management and management of nsks relating to interest rate,
foreign exchange and credrt exposures are set out on pages 48
and 49 Further information on liquidity of the combined businesses
can be found in note 18 of the combined financial statements The
pnncipal nsks facing Reed Elsevier are set out on pages 50 to 52

Auditors

Resolutions for the re-appointment of Delorte LLP as auditors of the
company and to authorise the directors 1o fix therr remuneration will
be submitted to shareholders at the 2011 Annual General Meeting

By order of the board Registered Office
Stephen J Cowden 1-3 Strand
Secretary London

16 February 2011 WC2N 5JR
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Consolidated income statement

2010 2009
For the year ended 31 December Notg £m £m
Administrative expenses 1 2) (1]
Effect of tax credt equalisation on distnbuted earmings 2 (13) (12
Share of resufts of joint ventures 11 342 213
Operating profit 327 199
Finance income 5 1 2
Profit before tax 328 201
Taxation 6 (1) {6)
Profit attributable to ordinary shareholders 327 195
Consolidated statement of comprehensive income

2010 2009
For the year ended 31 December £m £m
Profit attnbutable to ordinary shareholders 327 195
Share of jomt ventures’ other comprehensive income/expense) for year 25 (&)
Total comprehensive ncome for the year 352 193
Earnings per ordinary share

2010 2009
For the year ended 31 December Note ponce pence
Basic earnings per share 8 273 172
Diluted eamings per share 8 271 171
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Reed Elsevier PLC

Consolidated statement of cash flows

2010 2009
For the year ended 31 December Noter £m £m
Cash flows from operating activities
Cash used by operations 10 2 2
Interest recewved 1 2
Tax pad {3) (6)
Net cash used in operating activities {4) {6)
Cash flows from investing activiies
Dmdends recenved from joint ventures 1 589 -
Increase In Investment In joint ventures 11 (596) 462)
Net cash used in investing activities {7) (462)
Cash flows from financing activities
Equity dmdends paid 7 {245) (228)
Proceeds on 1ssuse of ordinary shares g 440
Decrease in net funding balances due from jont ventures 10 247 256
Net cash from financing activihes " 468

Movement in cash and cash equivalents
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Consolidated statement of financial position

2010 2009
As at 31 December Note £m £m
Non-current assets

Investments in joint ventures 11 1,037 927
Total assets 1,037 927
Current hiabilities

Taxation 9 11

Total habilities 9 11

Net assets 1,028 916
Capital and reserves

Called up share capital 12 180 180
Share premum account 13 1,168 1159
Shares held in treasury (including in ot ventures) 14 (312) @317
Capital redemption reserve 15 4 4
Translation reserve 16 142 92

Other reserves 17 (154) (202)
Total equity 1,028 918

The consolidated financial statements were approved by the Board of directors, 16 February 2011

A J Habgood M H Armour

Charman Chief Financial Officer
| L | ”@"""""
(=
7 Uy

150 Reed Elsevier Annual Reports and Financial Staterments 2010




Reed Elsevier PLC

Consolidated statement of changes in equity

Shares Capntal
Share Share heldin  redemption Translation Other
capital premium treasury reserve resarve reserves Total equrty
Note £m £m £m £m £m £m £m
Balance at 1 January 2010 180 1,159 (817} 4 92 (202) 916
Total comprehensive Income
for the year - - - - 50 302 352
Equity dwdends pad 7 - - - - - (245) (245)
Issue of ardinary shares,
net of expenses - 9 - - - - 9
Share of jont veniures' settlement
of share awards by employee
benefit trust - - 5 - - 5 -
Share of jont ventures' decrease
n share based remuneration
reserve - - - - - {4) 4)
Balance at 31 December 2010 180 1,168 (312) 4 142 {154) 1,028
Balance at 1 January 2009 164 1,154 (347) 4 157 628) 504
Total comprehensive income
for the year - - - - (65) 258 193
Equity dmdends pad 7 - - - - - (228) (228)
Issue of ordinary shares,
net of expenses 16 5 - - - 419 440
Share of jont ventures’ settlernent
of share awards by employee
benefit trust - - 30 - - (32) @
Shara of joint ventures’ increase
in share based remuneration
reserve - - - - - 9 9
Balance at 31 December 2009 180 1,159 (317) 4 92 (202) 916
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Group accounting policies

Basis of preparation

These consolidated financial statements have been prepared

under the historical cost convention in accordance with applicable
accounting standards They report the consolidated statements

of income, cash flow and financial position of Reed Elsevier PLC,
and have been prepared in accordance with internatonal Financial
Reporting Standards (IFRS} as endorsed by the Ewropean Union and
as 1ssued by the Intermational Accounting Standards Board {(ASB)

The consolidated financial statements are prepared on a going
concern hasis, as explained on page 147

Unless otherwise indicated, all amocunts shown in the financial
statements are In milltlons of pounds

The basis of the merger of the businesses of Reed Elsevier PLC
and Reed Elsevier NV 1s set out on page 56

Determination of profit

The Reed Elsevier PLC share of the Reed Elsevier combined results
has been calculated on the basis of the 52 9% economic interest of
the Reed Blsevier PLC shareholders in the Reed Elsevier combined
businesses, after taking account of results ansing in Reed Elsevier
PLC and its subsichanes Dividends paid to Reed Elsevier PLC

and Reed Elsevier NV shareholders are, other than in special
arcumstances, equalised at the gross level inclusive of the UK

tax credrt recened by certain Reed Elsevier PLC shareholders

In Reed Elsevier PLC's consolidated financlal statements,

an adjustment 1s required to equalise the benefit of the tax credit
between the two sets of shareholders n accordance with the
equalisation agreement This equahsation adjustment anses

on dvidends paid by Reed Elsevier PLC to its shareholders

and reduces the consolidated attnbutable earnings 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 90 to 96

Investments

Reed Elsevier PLC's 52 9% economic interest N the net assets

of the combined businesses has been shown on the statement
of financial position as iNvestments 0 joint ventures, net of the
assets and liabilities reported as part of Reed Elsevier PLC and s
subsidianes investments in jont ventures are accounted for using
the equity method

Foreign exchange translation

Transactions n foreign curencies are recorded at the rate

of exchange prevailing on the date of the transaction At each
statement of financial posmion date, monetary assets and habilities
that are denominated in foreign currencies are refranslated at

the rate prevaling on the staterment of financial position date
Exchange differences ansing are recorded in the income statement
The exchange gains or losses relating to the retranslation of

Reed Elsevier PLC's 52 9% economic interest in the net assets

of the combwned businesses are classified as equity and transferred
to the translation reserve

When forexgn operations are disposed of, the related cumulative
translation differances are recognised within the income statement
in the penod

Taxation

The tax expense represents the sum of the tax payable on

the current year taxable profits, adjustments in respect of prior
year taxabla profits and the movements on deferred tax that are
recognised in the ncoms statement Tax ansing In joint ventures
1s Included in the share of results of joint ventures

The tax payable on current year taxable profits 1s calculated using
the applicable tax rate that has been enacted, or substantvely
enacted, by the statemment of financial position date

Deferred tax Is the tax ansing on differences between the carrying
amounts of assets and habilties in the financial statements and ther
carrasponding tax bases used in the computation of taxable profit,
and 1s accounted for using the balance sheet hability method
Deferred tax habimes are generally recognised for all taxable
temporary differences and deferred tax assets are recognised

to the extent that, based on current forecasts, it 1s probable that
taxable profits will be avalable aganst which deductible temporary
differences can be utised

Deferred tax 1s calculated using tax rates that are expected to

apply in the period when the hability 1s settled or the asset 1s realised
Full provision 1s made for deferred tax which would become payable
on the distnbution of retained profits from foreign subsidianes,
associates or joint ventures

Movements in deferred tax are charged and credited in the iIncome
statement, except when they relate to tems charged cr credited
directly to equrty, In which case the deferred tax 1s also recognised
n equity

Critical judgements and key sources of estimation
uncertainty

Crmhcal judgements in the preparation of the combined financial
statements are set out on pages 94 and 95

Standards, amendments and interpretations not yet effective
Recently 1ssued standards, amendments and interpretations and
their impact on future accounting policies and reporting have been
considered on page 96 of the combined financial statements and
arg not expected to have a signficant iImpact on the consoldated
financial statements
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Reed Elsevier PLC

Notes to the consolidated financial statements

for the year ended 31 December 2010

1 Administrative expenses

Administrative expenses include £742,000 (2009 £712,000) paid m the year to Reed Elsevier Group plc under a contract for the services

of directors and administrative support Reed Elsevier PLC has no employees (2009 nil)

2 Effect of tax credit equalisation on distributed earings

The tax credit equaksation adjustment anses on ordinary dvdends paid by Reed Elsevier PLC to its shareholders and reduces

the consolidated profit attnbutable to ordinary shareholders by 47 1% of the total amount of the tax credit, as set out in the accounting

policies on page 152

3 Auditors’ remuneration

Audrt fees payable by Reed Bsevier PLC were £27,000 (2009 £28,000) Further information on the audtt and non-audit fees paid by
the Reed Elsevier combined businesses to Delotte LLP and its associates 1s set out in note 3 to the combined financeal statements

4 Related party transactions

All transactions with joint ventures, which are related parties of Reed Blsevier PLC, are reflected in these financial statements  Key management
personnel are also related parties and compnse the executive directors of Reed Elsevier PLC Transactions with key management personnel

are set out in note 33 to the combined financial statements

5 Finance income

2010 2009
£m £m
Finance income from joint ventures 1 2
6 Taxation
2010 2008
£m €m
UK corporation tax 1 6
A reconciliation of the notional tax charge based on the applicable rate of tax to the actual total tax expense s set out below
2010 2009
£m £m
Profit before tax 328 201
Tax at applicable rate 28% (2009 28%) 92 56
Tax at apphcable rate on share of results of joint ventures {96) (B60)
Other 5 10
Tax expense 1 6
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Notes to the consolidated financial statements

for the year ended 31 December 2010

7 Equity dividends
2010 2009 2010 2009
Ordinary dividends declared in the year pence pence £m £m
Ordinary shares
Final for prior financial year 15.0p 150p 180 163
Intenm for financial year 54p 54p 65 65
Total 20.4p 20 4p 245 228

The dwectors of Reed Elsevier PLC have proposed a final dwidend of 15 0p {2009 15 0p) The cost of funding the proposed final dvdend

1s expected to be £180m No liabulty has been recogrised at the statement of financial posrion date

2010 2009
Ordinary dividends pad and proposed relating to the financial year pence pence
Ordinary shares
intenm (paid) 5.4p 54p
Final (proposed) 15 0p 150p
Total 20.4p 204p
8 Earnings per ordinary share (“EPS”)
2010 2009
Weighted Wexghted
average average
numbar of number of
shares Earnings EPS shares Earmings EPS
{miilions) £m pence {milkons) em pence
Basic earnings per share 1,1991 327 273 11314 195 172
Based on 52 9% interest in total operations
of the combined businesses 1,1991 340 284 11314 207 183
Diluted earnings per share 1,2051 327 2741 11395 195 171

The diluted EPS figures are calculated after taking account of the effect of potential additional ordinary shares ansing from share options

and condiional shares
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Reed Elsevier PLC

Notes to the consolidated financial statements

for the year ended 31 December 2010

8 Earnings per ordinary share (“EPS”) continued

The weighted average number of shares 1s after deducting shares held in treasury Movements in the number of shares inissue net

of treasury shares for the year ended 31 December 2010 are shown below

Year ended 31 December

2010 2009

Shares in Shares in

133ue net of tssue net of

Shares in Treasury treasury treasury

1Ssue shares sharas shares

Number of ordinary shares {millions) {milltons) {mullions) (rulions)
At start of year 1,247.3 {49.6) 1,1977 10826
Issue of ordinary shares 2.0 - 2.0 1104
Net release of shares by employee benefit trust - 0.7 0.7 47
At end of year 1,249 3 (48 9) 1,200.4 11977
Weighted average number of equivalent ordinary shares during the year 1,199.1 11314

9 Adjusted figures

Adsted profit and earnings per share figures are used by management as addiional performance measures The adjusted figures are

denved as follows

Profit attnbutable to Basic earnings
ordinary shareholders per share
2010 2009 2010 2009

Earnings per share £m £m pence pence
Reported figures 327 195 273 172
Effect of tax credit equalisation on distnbuted earnings 13 12 1.1 11
Profit attnbutable to ordinary shareholders based on 52 9% economic

interest in the Reed Elsevier combined businesses 340 207 284 183
Share of adjustments in joint ventures

Amortisation of acquired intangible assets 178 217 148 192

Imparment of acquired intangible assets and goodwill - 72 - 64

Exceptional restructunng costs 20 70 17 62

Acquistion related costs 15 18 1.2 18

Disposals and other non operating tems 20 (12) 17 (1)

Deferred tax adjustments {53) (53} {4.4) @an
Adjusted figures 520 519 43.4 459
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Notes to the consolidated financial statements
for the year ended 31 December 2010

10 Statement of cash flows

2010 2009
Reconcihation of administrative expenses to cash used by operations £m £m
Administrative expenses (@ 2
Cash used by operations {2) 2)
2010 2009
Reconciliation of net funding balances due from joint ventures £m £m
At start of year 521 777
Cash flow (247) (256)
At end of year 274 521
11 Investments in joint ventures
2010 2009
£m £m
Share of results of jont ventures 342 213
Share of joint veniures’
Net ncomedexpense) recognised directty in equity 1 47
Cumulative far value movements on disposal of avallable for sale investments - 1
Transfer to net profit from hedge reserve 24 44
(Decrease)/increase in share based remuneration reserve 4) 9
Settlement of share awards by employee benefit trust - 1]
Equalisaton adjustments (13) (12)
Dividends recetved from joint ventures (589) -
Increase in Investment In jont ventures 596 462
Decrease in net funding balances due from joint ventures (247) (256)
Net movement in the year 110 412
At start of year 927 515
At end of year 1,037 927

Dunng the year the company receved a dvidend of £589m from Elsevier Reed Finance BV The company alsc subscribed for 3,751 new

ordmnary R shares in Reed Elsevier Group plc for £586m

Summansed information showing total amounts in respect of joint ventures and Reed Blsevier PLC shareholders’ 52 9% share 1s set out below

Total jomnt ventures

Reed Elsaviar PLC
shareholders’ share

2010 2010 2000

m £m £m

Revenue 6,055 6,071 3,203 3,212
Net profit for the year 648 342 213

Reed Elsevier PLC’s share of joint ventures' net profit atinbutable to parent company shareholders for the year excludes the net loss that

arose directly in Reed Elsevier PLC of £2m (2008 £6m)
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Reead Elsevier PLC

54
[v]
. . . 3
Notes to the consolidated financial statements :
for the year ended 31 December 2010
11 Investments in joint ventures continued
Read Elsevier PLGC
Total joint ventures shareholders’ share
2010 2009 2010 2009
£m £m £m £m
Total assets 11,158 11,334 5,903 5,996
Tetal habilties (9,188) 0,575) (5,140) 6,500 L—
Net assets 1,970 1,759 763 408 g
Aftnbutable to é
Jort ventures 1,943 1,732 763 406 3
Non-controlling interests 27 27 - - 2
1,970 1,759 763 408
Funding balances due from joint ventures 274 521
Total 1,037 927
The above amounts exclude assets and habilties held directly by Reed Elsevier PLC and include the counterparty balances of amounts
owed to and by other Reed Elsevier businesses Included within Reed Elsevier PLC’s share of assets and liabilties are cash and cash
equivalents of £393m (2009 £388m) and borowings of £2,276m (2008 £2,489m) respectively
12 Share capital 3
3
Authonsed No of shares £m ii
Ordinary shares of 145%ep each 1,249,286,224 180 %
Unclassified shares of 14516p each 788,785,984 114
Total 294
All of the ordinary shares rank equally with respect fo voting nghts and nghts to receive dividends There are no restrictions on the rights to
transfer shares
2010 2009
Called up share caprtal - 1ssued and fully pad No of shares £m MNo of shares £m
Al start of year 1,247,275,833 180 1,136,924,693 164
lssue of ordinary shares 2,010,391 - 110,351,410 16
[n]
At end of year 1,249,286,224 180 1,247,275,833 180 2
3
g
8

The 1ssue of ordinary shares relates to the exercise of share options and the 2009 share placing Details of share option and condrtional
share schemes are set out In note 6 to the Reed Blsevier combined financial staterments

A share placing was announced on 30 July 2008 for up to 109,198,180 new ordinary shares representing approximately 9 9% of the
company's share caprtal pnor to the placing The shares were fully subscrbed at a price of 405p per share, raising £435m net of Issue
costs of £7m No share premium was recogrised in the company as 1t took advantage of section 612 of the Companies Act 2006 regarding
merger relief Accordingly, the excess of the net proceeds receved over the nominal value of the share caprtal Issued 1s added to cther
reserves rather than credited to the share premium account and 15 distnbutable

Detals of shares held in treasury are provided in note 14
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Notes to the consolidated financial statements

for the year ended 31 December 2010

13 Share premium

2010 2009
£m jai]
At start of year 1,159 1154
Issue of ordinary shares, net of expenses 9 5
At end of year 1,168 1,159
14 Shares held in treasury
2010 2009
£m £m
At start of year N7 347
Share of joint ventures' settlement of share awards by employee benefit trust {5) (30)
At end of year 312 317
Further detaits of shares held in treasury are provided in note 30 to the Reed Elsevier combined financial staterments
15 Capital redemption reserve
2010 2009
£m £m
At start and end of year 4 4
16 Translation reserve
2010 2009
£m £m
At start of year 92 157
Share of jont ventures’ exchange differences on translation of foreign operations 50 65}
At end of year 142 92
17 Other reserves
2010 2009
£m £m
At start of year {202) (628)
Profit atinbutable to ordinary shareholders 327 185
Issue of ordinary shares, net of expenses - 419
Share of joint ventures’
Actuanal {(losses)/gains on defined benefit pension schemes (33) 3
Cumulative fair value movements on disposal of avallable for sale investments - 1
Fair value movements on cash flow hedges {31) 28
Tax recognised drrecty In equity 15 {13)
(Decreaseyincrease in share based remuneration reserve 4) 9
Settlement of share awards by employee benefit trust 5) (32)
Transter to net profit from hedge reserve 24 44
Equity dwdends paid {245) (228)
At end of year {154) (202)
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Reed Elsevior PLC

Notes to the consolidated financial statements
for the year ended 31 December 2010

18 Contingent Eabilities

There are contingent liabiliies In respect of borrowings of joint ventures guaranteed by Reed Elsevier PLC as follows

2010 2009
£m £m
Guaranteed jointly and severally with Reed Elsevier NV 3,924 4,381

Financial instruments disclosures in respect of the borrowings covered by the above guarantees are gven in note 18 to the Reed Elsevier

combined financial statements

19 Principal joint ventures

% holcing
Reed Elsevier Group plc
Incorporated and operating in Great Britain £18,385 ordinary R shares 100%
1-3 Strand £18,385 ordinary E shares -
London WC2ZN 5JR £100,000 7 5% cumulative preference non voting shares 100%
Holding company for operating businessas involved In
science & medical, nsk management, legal and business
publishing and organisation of trade exhibrions Egunalent to a 50% equity interest
Elsevier Reed Finance BV
Incorporated in the Netherlands 133 ordinary R shares 100%
Radarweg 29 205 ordinary E shares -
1043 NX Amsterdam, the Netherlands
Holding company for financing businesses Equivalent to a 39% equity interest
The E shares in Reed Elsevier Group plc and Elsevier Reed Finance BV are owned by Reed Elsevier NV
20 Principal subsidiary

% holding
Reed Holding BY
Incorporated n the Netherlands 191 ordmnary shares 100%
Radarweg 29

1043 NX Amsterdam, the Netherlands

At 31 December 2010 Reed Holding BV owned 4,303,179 (2009 4,303,179) shares of a separate class n Reed Blsevier NV The equalisation
arrangements entered into between Reed Elsevier PLC and Reed Elsevier NV at the tme of the merger give Reed Elsevier PLC a 5 8%

economic Interest in Reed Elsevier NV
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Independent auditor's report on the consolidated
financial statements to the members of Reed Eisevier pLC

We have audited the consclidated financial statements of

Reed Elsewvter PLC for the year ended 31 December 2010

(*the consolidated financial statements”), which compnse the
consoldated income statement, the consolidated statement of
comprehensve Income, the consoldatad staterment of cash flows,
the consolidated statement of financial position, the consolidated
statement of changes in equity, the group accounting policies and
the related notes 1 to 20 The financial reporting framework that has
been applied in thewr preparation 1s applicable law and Intemational
Financial Reporting Standards (FRSs) as adopted by the
European Union

This report 1Is made solely to the company's members, as a body,

n accordance with Chapter 3 of Part 16 of the Comparues Act

2006 Qur audtt work has been undertaken so that we might state
to the company’s members those matters we are required to state
to them n an auditor’s report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility
to anyone other than the compary and the company’s members

as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditor

As explaned more fully n the Directors” Responsibilities Staterment,
the directors are respensible for the preparation of the consoldated
financial statements and for being satisfied that they give a true and
far view

Qur responsibility ts to audit and express an opinion on the
consclidated financial statements in accordance with applicable
law and Intermational Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices Board's
Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropnate to
the group's circumstances and have been consistently appled and
adequately disclosed, the reasonableness of signrficant accounting
estmates made by the directors, and the overall presentation of the
financial statements

Opinton on financial statements

In our opinion the consolidated financial statements

> give a true and farr view of the state of the group's affars as
at 31 December 2010 and of its profit for the year then ended,

> have been property prepared in accordance with IFRSs as
adopted by the European Union, and

> have been prepared in accordance with the requirements of
the Comparies Act 2008 and Article 4 of the JAS Regulation

Opinion on other matter prescnbed by the Companes
Act 2006

In our opirion the Information given in the Directors' Report for
the financial year for which the financial statements are prepared
15 consistent with the consclidated financial statements

Matters on which we are required to report by exception
We have nothing to report In respect of the following

Under the Companies Act 2006 we are required to report to you if,

IN QUr oPINICN

> certain disclosures of directors' remuneration specified by law
are not made, or

> we have not receved all the information and explanations we
require for our audt

Under the Listing Rules we are requied to review
> the directors’ statement containgd within the Structure and
Corporate Governance report in relation to going concem,

> the part of the Corporate Governance Statement relating to
the company's compliance with the nine prowisions of the
2008 Combined Code specified for our review, and

> certain elements of the report to shareholders by the Board on
directors' remuneration

Other matter

We have reported separately on the mdmdual parent company
financial statements of Reed Elsevier PLC for the year enced

31 December 2010 and on the informabon in the parts of the
Directors’ Remuneratton Report presented in the Reed Elsewvier
Annual Reports apd Fingnoial Statements 2010 that are descnbed

Deloitte LLP
Chartered Accountants and Statutory Auditor
London

United Kingdom

16 February 2011
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Roed Elsevier PLC

Parent company balance sheet

2010 2009
As at 31 Decemnber MNote £m £m
Fixed assets
Irvestments in subsichary undertakings 1 309 309
Investments in joint ventures 1 2,304 1,702
2,613 2011
Current assets
Debtors amounts due from joint ventures 274 521
274 521
Creditors: amounts falling due within one year
Other creditors (10) -
Taxaton © a
Amounts owed to subsidiary undertakings {77) (77)
(96) (88
Net current assets 178 433
Net assets 2,7 2,444
Capital and reserves
Called up share captal 180 180
Share premium account 1,168 1,159
Shares held in treasury (224) (224)
Capttal redemption reserve 4 4
Other reserves 134 138
Profit and loss reserve 1,529 1187
Shareholders’ funds 2,791 2444
The parent com financal statements were approved by the Board of directors, 16 February 2011
A J Habgoo /) M H Armour
Chairman Chief Financial Officer PO
. -
‘- . '
Parent company reconciliation of shareholders’ funds
Share Shares Capital Profit
Share premium he!d in  redemption Other and loss
capnat account treasury resarve reserves reserve Total
£m £m £m £m £m £m £m
At 1 January 2009 164 1154 (224) 4 129 1,002 2,229
Profit attnbutable to ordinary shareholders - - - - - ) (B)
Equity dwdends paid - - - - - (228) (228)
Issue of ordinary shares, net of expenses 16 5 - - - 419 440
Equity nstruments granted to employees
of combined businesses - - - - 9 - g
At 1 January 2010 180 1,159 (224) 4 138 1,187 2,444
Profit attnbutable to ordinary shareholders - - - - - 587 587
Equity dividends paid - - - - - (245) {245)
Issue of ordinary shares, net of expenses - 9 - - - - 9
Equrty nstruments granted to employees
of combined businesses - - - - {4) - 4
At 31 December 2010 180 1,168 (224) 4 134 1,529 2,791
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Parent company accounting policies

Basis of preparation Principal joint ventures and subsidiaries are set out In notes 19
The parent company financial statements have been prepared under  and 20 of the Reed Elsevier PLC consolidated financial statements
the histoncal cost convention in accordance with UK Generally

Accepted Accounting Practice (UK GAAP) Unless otherwise Shares held in treasury

indicated, all amounts in the financial statements are in milions The consideration paid, mcluding directly attnbutable costs, for

of pounds sharas repurchased s recognised as shares held in treasury and
presented as a deduction from total equity Details of share capital

The parent company financial statements are prepared on and shares held in treasury are set out In notes 12 and 14 of the

a going concern basis, as explaned on page 147 Reed Elsevier PLC consolidated financial statements

As permitted by section 408 of the Companies Act 2008, the Foreign exchange translation

company has not presented its own profit and loss account Transactions entered into In foreign curencies are recorded

at the exchange rates appficable at the time of the transachon
The Reed Elsevier PLC accounting policies under UK GAAP are

set out below Taxation
Deferred taxation 1s provided in full for timing differences using
Investments the hability method Deferred tax assets are only recognised to

Fixed asset investments in the Reed Blsevier combined businesses  the extent that they are considered recoverable in the short termn
are stated at cost, less prowvision, If appropnate, for any impairment Deferred taxation balances are not discounted

invalue The far value of the award of share options and conditionat

shares over Reed Elsevier PLC ordinary shares to employees

of the Reed Hsevier combined businesses are treated as a

capital contnbuton

Notes to the parent company financial statements

1 Investments

Subsidiary Joint

undertaking vantures Total

£m £m £m

At 1 January 2008 303 1,237 1,540
increase In iInvestments 6 456 462
Equity instruments granted to Reed Elsevier employees - 9 9
At 1 January 2010 309 1,702 2,011
Increase In Investments - 596 596
Equity nstruments granted to Reed Elsevier employees - 6 6
At 31 December 2010 309 2,304 2,613
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Reed Elsevier PLC

Independent auditor’s report on the parent company
ﬁnanCiaI Statements to the members of Reed Elsevier PLC

We have audited the parent company financial statements

of Reed Elsevier PLC for the year ended 31 December 2010

(“the company financial statements”) which compnse the parent
company balance sheet, the parent company reconciliation of
shareholders' funds, the parent company accounting policies and
the related note on page 162 The financial reporting framework
that has been apphed In thewr preparation Is applicable law and
United Kingdom Accounting Standards (United Kingdom Generalty
Accepted Accounting Practice, or “UK GAAPT}

This report 1s made solely to the company's members, as a body,

In accordance with Chapter 3 of Part 16 of the Companes Act

2006 Our audrit work has been undertaken so that we might state
to the company's members those matters we are required to state
o them in an auditor’s report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility
to anyone other than the company and the company’s members

as a body, for our audt work, for this report, or for the opimions

we have formed

Respective responsibilities of directors and auditor

As explaned more fully in the Directors’ Responsibilities Statement
the drectors are responsible for the preparation of the parent
company financial statements and for being satisfied that they
give a true and far view Our responsibility 1s to audit and express
an opinion on the parent company financial statements in
accordance with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audt mvolves obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from matenal
musstaternent, whether caused by fraud or error This Includes an
assessment of whether the accounting policies are appropnate to
the parent company's crrcumstances and have been consistently
apphed and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall
presentaton of the financial statements

Opinion on financial statements

In our opinion the parent company financial statements

> gve a true and far view of the state of the parent company's
affars as at 31 Decernber 2010 and of tts profit for the year
then ended,

> have been properly prepared n accordance with UK GAAP, and

> have been prepared in accerdance with the requirements of the
Compantes Act 2006

Opimon on other matters prescribed by the

Companies Act 2006

In our opinion

> the part of the Directors' Remuneration Report to be audited has
been properly prepared in accordance with the Comparues Act
2006, and

> the mformation gven in the Directors’ Report for the financial
year for which the financial statements are prepared 1s consistent
with the parent company financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where

the Comparnies Act 2006 requires us 1o report to you ff, In our opinon

> adequate accounting records have not been kept by the parent
company, or returns adeguate for our audit have not been
recerved from branches not visited by us, or

> the parent company financial statements and the part of
the Directors’ Remuneration Report to be audned are not
in agreement with the accounting records and retumns, or

> certain disclosures of directors’ remuneration specified by law
are not made, or

> we have not receved all the information and explanatons we
require for our audit

Other matter
We ha

reparted separately on the consolidated financial statemerrts

Deloitte LLP

Chartered Accountants and Statutory Auditor
London

United Kingdom

16 February 2011
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5 year summary

2010 2009 2008 2007 2006
Note £m £Em jap] £m £m
Combined financial information
Revenue — continuing operations 2 6,055 8,071 5,334 4,584 4,509
Reported cperating profit - continuing operations 2 1,090 787 aot 883 837
Adusted operating profit — continuing operations 2 1,585 1,570 1,379 1,137 1,081
Reported profit attnbutable to shareholders - total operations 642 391 476 1,200 623
Adusted profit attnbutable to shareholders - total operations 983 982 919 852 796
Reed Elsevier PLC consolidated financial information
Reported profit attnbutable to shareholders 3 327 195 241 524 320
Adusted profit atinbutable to shareholders 4 520 519 486 451 421
Reported earnings per ordinary share (pence) 3 273p 172p 221p 497p 256p
Adusted earnings per ordinary share (pence) 4 43 4p 459p 44 6p 359p 336p
Dwdend per ordinary share (pence) 5 20.4p 204p 203p 18 1p 159p

(1) Adusted figures are presented as addiional performance measures used by management and are stated before amortisation and

imparrment of acquired intangible assets and goodwill, exceptional restructunng and acquisition related costs, and in respect of

attnbutable profit, reflect a tax rate that excludes the effect of movements in deferred taxation assets and habilties that are not expected
to crystallise in the near term and includes the benefit of tax amortisation where avalable on acquired goodwilll and intangible assets
Acquisition related finance costs and profit and loss from disposal gains and losses and other non operating items are also excluded

from the adjusted figures

(2) Revenue, reported operating profit and adjusted operating profit are presented for continuing operations Net profit from discontnued

operations 1s Included in profit attributable to shareholders

(3) Reported profit attnbutable to shareholders and reported earmings per share are based on the 52 9% share of the Reed Elsevier
combined profit attnbutable to shareholders, adjusted to equalise the benefit of the UK dividend tax credit with Reed Elsewier NV

shareholders as a reducton in reported profits

@) Adusted profit attnbutable to shareholders and adjusted earmings per share are based on the 52 9% share of the Reed Elsevier
combined profit attrbutable to Reed Blsevier PLC shareholders

(5 Dmdend per ordinary share s based on the intenm dvidend and proposed final dvidend for the relevant year, and does not include

the 82 Op per share special distnbution in 2008
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Report of the Supervisory Board and the Executive Board

The Supervisory Board and the Executrve Board (which jointly make
up “the Combined Board”) presert ther jont report, together with
the financial statements of the group and of the company, for the
year ended 31 December 2010

As a consequence of the merger of the company’s businesses

with those of Reed Elsevier PLC in 1993, descnbed on page 56,

the shareholders of Reed Elsevier NV and Reed Elsevier PLC can

be regarded as having the interests of a single economic group The
Reed Hsevier combined financial staternents represent the combined
interests of both sets of sharsholders and encompass the businesses
of Reed Elsevier Group plc, Blsevier Reed Finance BY and therr
respective subsidianies, associates and joint ventures, together with
the parent companies, Reed Blsevier NV and Reed Elsevier PLC
{*the combined businesses” or “Reed Elsevier”)

This report of the Supervisory Board and the Executive Board and
the consolidated and parent company financial statements should

be read in comuncbon with the Reed Blsevier combined financal
staternents and other reports set out on pages 4 to 141, which are
Incorporated by reference heren Summary combmned financal
information in eurcs 1s set out on pages 129 to 141 The combined
financial statements on pages 86 to 128 are to be considered as part
of the notes to the statutory financial statements The annual report
of Reed Elsevier NV within the meaning of article 2 391 of the Dutch
Cwml Code consists of pages 166 to 162 and, incorporated by
reference, pages 4 to 141 The Corporate Governance Statement

of Reed Hsevier NV dated 16 February 2011 1s published on the
Reed Elsevier website (www reedelsevier com) and I1s incomporated by
reference heren as per the Vaststellingsbesturt nadere veorschnften
inhoud jaarverslag January 2010 article 2a under 1 sub b

Principal activities

The company Is a holding company and ts pnncipal investmenis are
its direct 50% shareholding in Reed Elsevier Group plc and its direct
61% shareholding in Elsevier Reed Finance BY, which are engaged
in publishing and information actvihes and financing achviies
respectively The remaning sharsholdings in these two companies
are held by Reed Elsevier PLC

Reed Eisevier NV and Reed Elsevier PLC have retaned therr separate
legal identries and are publicly held companes Reed Elsevier NV's
securties are isted in Amsterdam and New York and Reed Elsevier
PLC's secunties are Isted in Londorn and New York

Financial statement presentation

The consolidated financial statements of Reed Elsevier NV include
the 50% economic Interest that s shareholders {including Reed
Elsevier PLC, wihich has an indirect 5 8% interest in the company)
have under the equalisaton arangements in the Reed Elsevier
combined businesses, accounted for on an equity basis

Under the terms of the merger agreement, dmdends pad to Reed
Elsevier NV and Reed Elsevier PLC shareholders are, other than in
special circumstances, equalised at the gross level inclusive of the
UK tax credit receved by certan Reed Elsevier PLC shareholders In
addition to the reported figures, adjusted profit figures are presented
as addtional performance measures used by management These
exclude, in relation to the results of joint ventures, the company’s
share of amortisation and imparment of acquired intangible assets
and goodwll, exceptional restructunng and acquistion related costs,
dispesal gans and losses and cther non operating riems, related tax
effects and movements in defered taxabon assets and habilihes

not expected to crystallise in the near term and includes the benefit
of tax amortisation where avallable on acquired goodwill and
Intangble assets

Consolidated income statement

Reed Elsevier NV's shareholders’ 50% share of the adjusted profit
before tax of the Reed Elssvier combined businesses was €748m,
up from €716m In 2009 reflecting the 3% mcrease N adjusted
operating profits and the lower net Interest expense Reported profit
before tax, including the Reed Elsevier NV shareholders’ share of
amortisation and wpaiment charges, exceptional restructunng and
acquision related costs and disposals and non operating tems, was
€379m (2009 €217m) The ncrease largely reflects intangible asset and
goodwill imparment charges n the pror year and lower exceptional
restructunng spend in 2010 compared to the pnor year Elsewier saw
contnued growth although at a lower rate than the prior year due to
a constrained customer budget environment  The LexsNexs nsk
business saw strong growth, dimven by the insurance sector and the
retum to growth In more cyclical markets The LexisNexs legal and
professional busnesses saw a small underiyving revenue decline
reflecting the impact on renewals and pnnt product of the low levels

of law firm actwty and employment Reed Exhwbiions benefited from
a net cycling in of biennial exhibrions and a returmn to growth n annual
exhibiions in the second half of the year Reed Business Information
saw good growth in data services and onkine marketing solutions
and significantly moderated decines in advertising markets, while
the portfolio was reshaped through disposals and closures and costs
signfficantly reduced The adjusted operating margin declined

0 2 percentage points reflecting increased spend on product
development, sales & marketing and infrastructure, parhally offset

by tight cost control and the incremental benefits of the earlier
restructunng programmes

Reed Elsevier NV's shareholders’ share of the adiusted profit
atinbutable of the combined businesses was €575m, up from €550m
n 2008 After deducting the company's share of the post tax charge
for amortisation and impaimment of acquired intangtble assets and
goodwill, exceptional restructuning and acguisiion related costs,
disposal gains and losses and other non operating tems and
deferred taxes not expected to crystalise in the near term, the
reported net profit for the year was €376m, up from €219m in 2009

Adjusted earmings per share decreased 1% to €0 78 (2009 €0 79)
At constant rates of exchange, the adusted earmings per share
were 6% lower Including amorhisation and imparment of acquired
ntangible assets and goodwill, exceptional restructuning and
acquistion related costs, disposal gains and losses and other non
operating tems, and tax adjustments, the basic eamings per share
was €0 51 (2009 €0 32)
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Consolidated statement of financial posrtion

The consolidated staterment of financial posiion of Reed Elsewier NV
reflects its 50% economic interest In the net assets of Reed Elsevier
which as at 31 December 2010 was €1,137m {2009 €970m) The
€167m increass In net assets raflects the company's share in the
atinbutable profits of Reed Elsevier partially offset by dividends paid

Parent company financial statements

In accordance with article 2 362(1) of the Dutch Cmil Code, the
indmidual parent company financial staternents of Reed Elsevier NV
{presented on pages 183 to 187) are prepared under UK generally
accepted accounting practce (UK GAAP) The profit atinbutable to
the sharehoiders of Reed Elsevier NV was €9m (2009 €22m) and
net assets as at 31 December 2010, pnincipally representing the
imvestments in Reed Elsevier Group pic and Elsevier Reed Finance BY
under the historical cost method and loans to ther subsidianes, were
€4,884m (2009 €4,065m) Free reserves as at 31 December 2010
were €4,655m (2009 €3,833m), comprsing reserves and paid-in
surplus less shares held in treasury

Dividends

The Combined Board 1s recormmending an equalised final dvdend
of €0 303 per ordinary share, up 3% compared with the pnor year
This gives total ordinary dividands for the year of €0 412 (2009 €0 400),
up 3% on 2008 The final dmdend will be paid on 17 May 2011

Dmdend cover, based on adjusted earnings per share and the
total intenm and proposed final dvidends for the year, 1s 19 tmes
The boards of the company and Reed Elsevier PLC have adopted
dividend policies in recent years in respect of ther equalised
divdends that, subject to curency considerations, grow dwvdends
broadly n ine with adjusted earmings per share whilst maintainng
dmdend cover (being the number of times the annual dvidend 1s
covered by the adjusted sarmings per share) of at least two tmes
over the longer term

The total dmvidend pad on the ordinary shares in the financial year
was €281m (2003 €260m)

Share capital
DCunng 2010, 184,116 ordinary shares In the company were issued
as follows

> 134,350 under convertible debentures at prices between €7 35
and €9 45

> 49,766 under executive share option schemes at pnces between
€831and €934

Information regarding shares outstanding at 31 December 2010
18 shown in note 13 to the consolidated finanaial staterments

As at 31 December 2010 31,734,581 of the ordnary shares were held
In reasury ncluding 7,781,790 heldd by the Reed Elsewvier Group plc
Employee Benefit Trust No R shares were held n treasury

As at 16 February 2011, based on the public database of and on
notfication recenved from the Netherlands Authonty for the Financial
Markets, the company I1s aware of interests in the capital and voting
nghts of the 1ssued share capital of the company of at least 5%

by Reed Blsevier PLC and Mondnan Investment Partners Limited

Corporate Governance

Reed Elsevier NV and Reed Elsevier PLC are subject to vanous
corporate governance principles and best practice codes, In
particular the Dutch Corporate Governance Code (the Dutch Code)
and the UK Combined Code {the UK Code) In May 2010 the
Financial Reporting Council issued the UK Corporate Governance
Code (“the New UK Code”), which replaces the UK code for financal
years beginning on or after 29 June 2010 The New UK Code will,
therefore, apply In respect of the company’s financial year beginning
1 January 2011 Reed Elsevier NV may not apply fully the verbatm
language of these codes, but does fully apply the pnnciples and best
practice provisions other than, in respect of the Dutch Code, the
following for reasons explained below

> Best practice provision il 25 Executwve directors are required
to build up a minmum shareholding and Reed Elsewier uses long
term incentive arrangements in the form of awards of shares which
may vest after three years The intent of this shareholding policy
15 to align the nterests of sentor executives and shareholders
This intent 1s In compliance with the Dutch Code Shares receved
on joirng Reed Blsewvier n compensation for benefits forferted
under incentive schemes from a previous employer are not to be
considered as part of the minimum shareholding in this context

> Best practice prowiston Il 2 8: Reed Elsevier has arrangements
that are commensurate with local and legal requirements to ensure
a competitive employment offer to its board members Executive
drrectors have employmeant agreements under English or New York
law that prowvide for notice pencds not exceeding one year There
are currently no executive directors with employment agreements
under Dutch law In the event of dismissal, notice is gven in
accordance with the agreed notice penod The payment dunng
the notice period may be miitgated if the director finds other
employment within this penod The application of this arrangement
may fall within the best practice provision that remuneration in
the event of dismissal may not exceed the fixed compoenent of
one year's salary There are no other severance arrangements
in place for the executive drectors and none of the employment
agreemenits contan severance pay arrangements Although
the pnnciple that severance pay should not exceed the fixed
component of one year's salary 1s supported, there may be
exceptional circumstances where this maxsmum would be
manifestly unreasonable that could justrfy additional compensation
on termination for loss of vanable remuneration components
Full disclosure on remuneraton n event of dismissal is provided
in the Director's Remuneration Report in the Reed Elsewvier Annual
Reports and Financial Statements 2010

> Best practice provisions 11 2.13 and IL.2 18 In view of therr
detailed specificty and complexity and because of the confidental
or potentally commercially sensitive nature of the information
concemed, individual performance targets and achievements
relevant for vanable executive remuneration will only be disclosed
in general terms

> Best practice provision [! 3 4 and 111 6.3 The disclosure of
transactons where directors have a conflict of Interest, as required
by these provisions, shall be qualfied to the extent required
under apphcable rules and laws pertaming to the disclosure of
pnce sensitive information, confidentalty and justified aspects
of competition
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Report of the Supervisory Board and the Executive Board

continued

> Principle Il 7 The remuneration of Supervisory Board members
1$ determined by the Combyined Board in the context of the board
harmonisation with Reed Blsewvier PLC and Reed Elsewvier Group plc,
having regard for the maximum approved by the general meeting
of shareholders

> Best practice provision V1.1, Appointments, suspensions
and remaval procedures for members of the Executive Board and
the Supervisory Board are set out in the Corporate Govemnance
Statement 2010 In order to safeguard the agreed board
harmonisation with the Board of Reed Elsevier PLC, the Articles
of Association of Reed Elsevier NV provide that a resoluton of
the General Shareholders’ Meeting to appoint a member of the
Executve or Supervisory Board other than in accordance with the
proposal of the Combined Board shall require a majonty of at least
two-thirds of the votes cast if less than one-half of the company's
1issued capital 1s represented at the meeting Given the stil generally
low attendance rate at shareholders’ mestings in the Netherlands,
the Boards believe that this qualified majonty requrernent 1s
appropnate for this purpose

> Best practice provision IV 31 It 1s considered mpractcal and
unnecessary to provde access for shareholders to all meetings
with analysts and all presentations to investors inreal tme Pnce
sensitive and other information relevant to shareholders s disclosed
as required or as appropnate and made avalable on the website

For further information on the apphcation of the Dutch Code, see the
Corporate Governance Statement of Reed Elsevier NV pubhished on
the Reed Elsevier websrte, www reedelsevier com

Significant agreements - change of control

The governing agreement between Reed Elsevier NV and Reed
Blsevier PLC states that upon a change of control of Reed Blsevier
NV (for these purposes, the acquisition by a third party of 50% or
more of the iIssued share capital having voting nghts), should there
not be a comparable offer from the offeror for Reed Elsevier PLC,
Reed Blsewier PLC may serve notice upon Reed Elsevier NV
varying certain prowsions of the goverming agreement, including
the govemance and the standstill provisions

There are a number of borrowing agreements including credit
faciibes that in the event of a change of control of both Reed Elsevier
NV and Reed Elsevier PLC and, in some cases, a consequential
credit rating downgrade to sub-investment grade may, at the opton
of the lenders, require repayment and/or cancellation as appropriate

Directors
The following indviduals served as members of the Supervisory
and Execuiive Boards dunng the year

The Supervisory Board The Executive Board

A Habgood {Charmar) E Engstrom (Chairman and

G de Boer-Kruyt Chief Executve Officer)
{retred 20 Apnl 2010) M Armour

M Hiiott (Chief Financial Officer)

L Hook A Prozes

M van Lier Lels (retired 31 December 2010)
(apponted 13 January 2010)

R Polet

D Red

Lord Sharman of Redlynch OBE

B van der Veer

Lord Sharman will retire as a member of the Supervisory Board at
the conclusion of the Annual General Meeting in Apnl 2011

In view of the retirement of Lord Sharman, a search has been
conducted in conjunction with external recrutment consuftants for a
suitable candidate to jom the Supervsory Board This has resulted in
the Nominations Committee recommending to the Combined Board
the appointment of Adnan Hennah as a member of the Superasory
Board of Reed Elsevier NV and as a non-exacutive director of Reed
Eisevier PLC This will be proposed at the Annual General Meetings
in April 2011 Subject to shareholder approval of his appontment,

he will become a member of the Audit Committees and of the
Corporate Govemnance Comimitiee

Biographcal details of the directors at the date of this report are gven
on pages 54 and 55 Details of the remuneration of the members of
the Executive Board and of the Supervisory Board and therr interests
in the share capital of the company are prowded In the Directors'
Remuneration Report on pages 62 (o 80

Financial statements and accounting records

The financial statements prowvids a true and farr view of the state of
affars of the company and the group as of 31 December 2010 and
of the profit or loss 1N 2010 In preparing the financial statements,
the Superwiscry Board and the Executive Board ensure that suitable
accounting policies, consistently applied and supported by
reasonable judgements and estimates, have been used and
apphcable accounting standards have been followed The Boards are
responsible for keeping proper accountng records, which disclose
with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements
comply with the law The Boards have general responsibiity for
taking reasonable steps to safeguard the assets of the company
and to prevent and detect fraud and cther imeguianties
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Internal control

As required under sectons 114 and 115 of the Dutch Code,

the Audit Committes and the Combined Board have reviewed the
effectveness of the systems of internal control and nsk management
dunng the last financial year The objective of these systems 1s to
manage, rather than elminate, the nsk of faflure to acheve business
objectives Accordingly, they can only provice reasonable, but not
absolute, assurance aganst matenal misstatement or loss The
outcome of this review has been discussed with the extemal
auditors The Combined Board confimmed that as regards financial
reporting, the nsk management and control systems provide
reascnable assurance aganst matenal naccuracies or loss and
have functioned property during the financial year

Directors’ responsibility statement

The Combined Board confimns, to the best of ts knowledge, that

> the conschdated financial statements, prepared in accordance
with Intemational Financial Reporting Standards as 1ssued by
the International Accounting Standards Board and as adopted
by the European Union, grve a trus and far view of the financial
postion and profit or loss of the group, and

> the Report of the Supervisory Board and the Executve Board
includes a far review of the development and performance of
the business dunng the financial year and the position of the
group as at 31 December 2010 together with a descnption of
the principal nsks and uncertainties that it faces

Nestther the company nor the directors accept any iiabilty to any
person In refation to the Annuat Report except to the extent that
such hability anses under Dutch law

Disclosure of information to auditors

As part of the process of approving the company's 2010 financial
statements, the Supervisory and the Executive Boards and their
members have taken steps to ensure that all relevant information
was provided to the company’s auditors and, so far as the boards
are aware, there 1s no relevant audrt information of which the
company's auditors are unaware

Going concern

The Combined Board, having made appropriate enquines, considers
that adequate resources exist for the combined businesses to
continue In operatonal existence for the foreseeable future and

that, therefore, 1t i1s appropnate to adopt the going concem basis in
preparing the 2010 financial statements In reaching this conclusion,
the Combined Board has had due regard to the combined
businesses’ financial poston as at 31 December 2010, the strong
free cash flow of the combined busnesses, Reed Elsevier's ability to
access caprtal markets and the prncipal nisks facing Reed Blsevier

A cormmentary on the Reed Bisevier combined businesses’

¢ash flows, financial position and hquicity for the year ended

31 Decemnber 2010 15 set out In the Chief Financial Officer's Report
on pages 44 and 45 This shows that, after taking account of
available cash resources and committed bank facikies that back up
short term borrowings, none of Reed Elsevier’s borrowings fall due
within the next two years Reed Elsevier’s policies on hquidity, capitat
management and management of nsks relating to interest rate,
foreign exchange and credrt exposures are set out on pages 48
and 49 Further nformation on kquidity of the combined businesses
can be found in note 18 of the combined financial statements The
principal nsks facing Reed Elsevier are set out on pages 50 to 52

Auditors

Resclutions for the re-appointment of Deloiite Accountants BY as
auditors of the company and authonsing the Supervisory Board to
determine their remuneration will be submitted to the forthcoming
Annual General Meeting on 19 Apnl 2011

Signed by

The Supervisory Board

A Habgood {Chairmany

M Eliott

L Hook

M van Lier Lels

R Polet

D Red

Lord Sharmman of Rediynch OBE
B van der Veer

The Executive Board
E Engstrom {Chaiman

and Chief Executive Officer)
M Armour

(Chief Financial Officen

Registered office

Radarweg 29
1043 NX The Netherlands

Chamber of Commerce Amsterdam
Register file No 33155037
16 February 2011
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Consolidated income statement

2010 2009
For the year ended 31 December Note €m m
Admiristrative expenses 2 2) @
Share of results of joint ventures 1 367 197
Qperating profit 365 195
Finance ncome 5 14 22
Profit before tax 379 217
Taxation 6 {3) 2
Profit attributable to ordinary shareholders 376 219
Consolidated statement of comprehensive income

2010 2009
For the year ended 31 Decamber €m €m
Profit attnbutable to ordinary shareholders 376 219
Share of jont ventures’ other comprehensive income for the year 71 42
Total comprehensive income for the year 447 261
Earnings per ordinary share

2010 2009
For the year ended 31 December Note € €
Basic eamings per share 8 €0.51 €032
Diluted eamings per share 8 €0.51 €031
Consolidated statement of cash flows

2010 2009
For the year ended 31 Decernber Note €m €m
Cash flows from operating activities
Cash used by operations 10 ) @
Interest received 14 24
Tax pad ) G
Net cash from operating activities 9 14
Cash flows from Investing activities
Divdends recewed from jont ventures 1 1,093 -
Increase in investment in joint ventures 1 (719) {531)
Net cash from/{used In) investing activities 374 (531)
Cash flows from financing activities
Equity dwdends pad 7 (281) {260}
Proceeds on issue of ordinary shares 2 470
(Increasel/decrease in net funding balances due from joint ventures 10 (104) 298
Net cash (used in)/from financing activities (383) 508
Movement in cash and cash equivalents - 9

170 Reed Elsewtar Anual Reports and Financal Statements 2010




Rood Elsevior NV

Consolidated statement of financial position

MEBINOALD

2010 2009
As at 31 December Note €m m
Non-current assets
Investrments In joint ventures 1 1,198 1,01
Current assets
Amounts due from joint ventures 2 2
Cash and cash equwalents 3 3 _
5 5 g
Total assets 1,203 1,036 é
2
Current habilities S
Payables 12 1 10
Taxabon 55 56
Total habilities 66 66
Net assets 1,137 970
Capital and reserves
Share caprtal 1Issued 13 54 53
Pad-in surplus 14 2,169 2,168
Shares held In treasury (including in joint ventures) 15 (433) @34 —
Translation reserve 16 {51} (053 |3
Other reserves 17 {602) (664) 3
Total equity 1,137 970 |3
g
Consolidated statement of changes in equity
Share Paid-in  Shares held Translation Other Total
capital surplus in treasury reserve reserves equity
Nota €m €m &m €m €m €m
Balance at 1 January 2010 53 2,168 (434} {153) (664) 970
Total comprehensive Income for the year - - - 98 349 447 o
Equity dvidends paid 7 - - - - {281) (281) 2
Issue of ardinary shares, net of expenses 1 1 - - - 2 2
Share of joint ventures’ settlement of 3
share awards by employee benefit trust - - 5 - {5) -
Share of joint ventures’ decrease In
share based remuneration reserve - - - - @ {4)
Equalisation adustments - - - - 3 3
Exchange translation differences - - {4) 4 - -
Balance at 31 December 2010 54 2,169 (433) {51) (602) 1,137
Balance at 1 January 2009 49 1,712 477 (138) {[655) 491
Total comprehensive income for the year - - - {25) 286 261
Equity dvidends paid 7 - - - - (260) 260 L—
Issue of ordinary shares, net of expenses 4 456 21 - (1) 470 n
Share of joint ventures' settlement of g
share awards by employee benefit trust - - 32 - {34) ] %
Share of joint ventures’ increase N a
share based remuneration reserve - - - - 10 10 %
Exchange translation differences - - {10) 10 - - &
Balance at 31 December 2009 53 2,168 (434) (153) {664) 970 %
g
g
2
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Group accounting policies

These consolidated financial statements, which have been

prepared under the historic cost convention, report the consolidated
statements of income, cash fiow and financial position of Reed
Elsevier NV Unless otherwise incicated, all amounts shown n the
financial staternents are in millons of euros

As required by a regulation adopted by the European Parliament,
the consolidated financial staterents have been prepared in
accorctance with International Financial Reporting Standards (IFRS)
as endorsed by the European Union and as issued by the
International Accounting Standards Board (|ASB)

The consolidated financial statements are prepared on a going
concemn basis, as explained on page 169

The Reed Elsevier combined financial staterments presented

in pounds sterng on pages 86 to 128 form an integral part of
the notes to Reed Elsevier NV's statutory financial statements
The pnmary combined financial statements and selected notas
are presented N euros on pages 129 to 141

As a consequence of the merger of the company's businesses with
those of Reed Elsevier PLC, described on page 56, the shareholders
of Reed Elsevier NV and Reed Blsevier PLC can be regarded

as having the nterests of a single economic group, enjoying
substantally equivalent ordinary dvidend and capital nghts in the
earnings and net assets of the Reed Elsevier combined businesses

The Reed Elsevier NV consolidated financial statements are
preserted incorporating Reed Elsevier NV's investments in

the Reed Elsevier combined businesses accounted for using
the equity method, as adjusted for the effects of the equalisation
arrangement between Reed Elsevier NV and Reed Elsevier PLC
The arrangement lays down the distnbution of dvidends and
net assets In such a way that Reed Elsevier NV’s share n the
profit and net assets of the Reed Elsevier combined businesses
equals 50%, with all settlements accruing to sharsholders

from the equalisation arrangements taken duectly to reserves
Further detail 1s provided n note 1

Because the dvidend pad to shareholders by Reed Elsevier NV

15 equivalent to the Reed Elsevter PLC dwvidend plus, other than in
special crcumstances, the UK tax credit receved by certain Reed
Eisevier PLC sharsholders, Reed Elsevier NV normally distributes

a higher proportion of the combined profit attnbutable than Reed
Elsevier PLC Reed Elsevier PLC's share in this difference in dwvidend
distnbutions 15 settled with Reed Elsewvier NV and 1s credited directly
1o consolidated reserves under equalisation Reed Elsevier NV

can pay a nominal dmvidend on s R shares held by a subsichary

of Reed Blsevier PLC that 1s lower than the dividend on the ordinary
shares Equally, Reed Eisevier NV has the possibility to recenve
dividends directly from Dutch affhiates Reed Elsevier PLC 15
compensated by direct dvidend payments by Reed Elsevier Group
plc The setilements flowing from these arrangements are also taken
directly to consolidated reserves under equalisation

Parent company financial statements

In accordance with 2 402 of the Dutch Civit Code, the parent
company financiat staterments only contain an abndged profit
and loss account

Combined financial statements
The accounting policies adopted in the preparation of the combined
financial statements are set out on pages 90 to 96

These include policies In refation to ntangible assets Such assets
are amorhised over ther estimated useful economic Iives which,
due to ther longevity, may be for penods In excess of five years

Basis of valuation of assets and habilities

Reed Elsevier NV's 50% economic interest in the net assets

of the combined businesses has been shown on the consolidated
staternent of financial position as Ivestments In jont ventures, net
of the assets and habilities reported as part of Reed Elsevier NV
Jont ventures are accounted for using the equity method

Cash and cash equivalents are stated at far value Other
assets and llabiittes are stated at histonical cost, less provision,
if appropnate, for any impairment in value

Foreign exchange translation

Transactons in foreign currencies are recorded at the rate

of exchange prevaiing on the date of the transaction At each
statement of financial position date, monetary assets and habilties
that are denominated i foraign currencies are retranslated at the
rate prevaing on the statement of financial position date Exchange
differences arising are recorded in the income statement The gains
or losses relating to the retranslation of Reed Blsevier NV's 50%
interest in the net assets of the combined businesses are classified
as equity and transferred to the translation reserve

When foreign operations are disposed of, the related cumulative
franslation differences are recognised within the Income statement
in the period

Taxation

The tax expense represents the sum of the tax payable on the

current year taxable profits, adjustments in respect of prior year

taxabtle profits and the movements con deferred tax that are

recogrised in the income statement Tax ansing In joint ventures

15 Included i the share of results of joint ventures !

The tax payable on current year taxable profits 1s calculated using
the applicable tax rate that has been enacted, or substantively
enacted, by the statement of financial posttion date
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Group accounting policies continued

Deferred tax Is the tax ansing on differences between the carrying
amounts of assets and habilibes in the financial statements and ther
corrgsponding tax bases used in the computation of taxable profit,
and 1s accounted for using the balance sheet lability method
Deferred tax habilties are generally recognised for all taxable
temporary differences and deferred tax assets are recognised

to the extent that, based on current forecasts, 1t 1s probable that
taxable profits will be avalable against which deductible temporary
differences can be utlised

Deferred tax I1s calculated using tax rates that are expected

to apply In the penod when the habifity 1s setfled or the asset

Is realised Full provision 1s made for deferred tax which would
become payable on the distribution of retaned profits from foreign
subsidiaries, associatas or joint ventures

Movements in deferred tax are charged and credited in the income
statement, except when they relate to tems charged or credited
directly to equity, In which case the deferred tax 1s also recognised
N equity

Critical judgements and key sources of estimation
uncertainty

Crivcal judgements in the preparation of the combined financial
staternents are set out on pages 94 and 85

Standards, amendments and interpretations not yet effective
Recently issued standards, amendments and interpretations and
therr impact on future accounting policies and reporting have been
considered on page 96 of the combined financial statements and
are not expected to have a signficant impact on the consolidated
financial statements
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Notes to the consolidated financial statements
for the year ended 31 December 2010

1 Basis of preparation

The consclidated financial statements of Reed Elsevier NV reflect the 50% economic interest that its shareholders have under the equalisation
amangements In the Reed Elsevier combined businesses, accounted for on an equity basis

The Reed Elsevier combined financial statements are presented in pounds stering, which is the funchonal currency of Reed Elsevier Group ple,
a UK registered company which owns the publishing and information businesses of Reed Elsevier The following analysis presents how the
consolidated financial statements of Reed Elsevier NV, presented in euros, are denved from the Reed Elsevier combined financial statements

Reed Elsevier NV consolidated profit attnbutable to ordinary shareholders 2010 2009
Reed Elsevier combined businesses net profit attnbutable to parent company shareholders

In pounds sterling £642m £391m
Reed Elsevier combined busmnesses net profit attnbutable to parent company shareholders

In pounds sterling translated into euros at average exchange rates €751m €438m
Reed Elsevier combined businesses net profit attnbutable to parent company shareholders in euros €751m €438m
Reed Elsevier NV's 50% share of combined net profit attnbutable to ordinary sharehoiders €376m €219m
Reed Elsevier NV consolidated total equity 2010 2009
Reed Elsevier combined sharehclders’ equity n pounds sterling £1,943m £1,732m
Reed Elsevier combined shareholders’ equity in pounds sterling translated into eurcs

at year end exchange rates €2,273m €1,940m
Reed Elsevier NV's 50% share of combined equity €1,137m €970m

2 Administrative expenses

Administrative expenses are stated after the gross remuneration for present and former directors of Reed Hsevier NV in respect of services
rendered 10 Reed Elsevier NV and the combined businesses Fees for members of the Supervisory Board of Reed Elsevier NV of €0 3m
(2009 €0 2m) are included in gross remuneration [nsofar as gross remuneration 1s related to services rendered to Reed Elsevier Group plc
group and Elsevier Reed Finance BV group, It 1s borne by these groups Reed Elsevier NV has no employees (2009 nd)

3 Auditors’ remuneration

Audit fees payable by Reed Elsevier NV were €48,000 (2009 €48,000) Further nformation on the audit and non-audt fees pad by the
Reed Elsevier combined busingsses to Deloitte Accountants BV and rts associates Is set out n note 3 to the combined financial statements
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Reed Elseviar NV

Notes to the consolidated financial statements

for the year ended 31 December 2010

4 Related party transactions

All ransactions with joint ventures, which are refated partes of Reed Elsevier NV, are reflected in these financial statements Key
management personnel are also related parties and comprise the members of the Executive Board of Reed Elsevier NV Transactons
with key management personnel are set out in note 33 to the combined financial statements

5 Finance income

2010 2009
€m €m
Finance income from joint ventures 14 22
6 Taxation
A reconciiation of the notional tax charge based on the apphcable rate of tax to the actual total tax expense 1s set out below
2010 2009
€m €m
Profit before tax 379 217
Tax at applicable rate 25 5% (2008 25 5%) 97 55
Tax at applicable rate on share of resuits of joint ventures {94) (50)
Other - ]
Tax expense/(credit) 3 2
7 Equity dividends
2010 2009 2010 2009
Ordinary dividends declared in the year € € €m &m
Ordinary shares
Final for prior financial year €0.293 €0 290 205 185
Intenm for financial year €0.109 €0 107 76 75
Total €0.402 €0397 281 260
R shares - - - -

The directors of Reed Elsevier NV have proposed a final dvidend of €0:303 (2009 €0 293) The cost of funding the proposed final dvmdend
15 expected to be €212m No lability has been recognised at the statement of financial posiion date

2010 2009
Ordinary dividends paid and proposed relating to the financial year € €
Ordinary shares
Interim (paid) €0.109 €0107
Final {proposed) €0 303 €0 293
Total €0.412 €0 400
R shares - -
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Notes to the consolidated financial statements

for the year ended 31 December 2010

8 Earnings per ordinary share (“EPS”)

2010 2009

Waetighted Wexghted

average average

number of number of
shares Earnings EPS shares Earmings EPS
{milhions) €m € {millons) €m €
Basic earmings per share 734 5 376 €051 6939 219 €032
Diluted earmings per share 737.8 376 €051 698 7 219 €03

The diluted EPS figures are calculated after taking account of the effect of potential additional ordinary shares ansing from share options

and conditional shares

The weighted average number of shares reflects the equivalent ordinary shares amount taking into account the R shares and 1s after
deducting shares held in treasury Movements in the number of shares in1ssue net of treasury shares for the year ended 31 December 2010

are shown below

Year onded 31 December

2010 2009

Shares n Sharas in

13sue net of ssua net of

Shares In Treasury treasury treasury

1Ssue shares shares shares

Number of ordinary shares (millions) {mullrons) {rullions) (mullions)
At start of year 723.7 (32.2) 691.5 6254
issue of ordinary shares 0.2 - 02 631
Net release of shares by employee benefit trust - 05 0.5 30
At end of year 723.9 (31.7) 692.2 6915
Weighted average number of equivalent ordinary shares during the year 734 5 693 9

The average number of equivalent ordinary shares takes into account the R shares in the company held by a subsidary of Reed Elsevier PLC,

which represents a 5 8% interest in the company’s share caprtal
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Reed Elsewiar NV

Notes to the consolidated financial statements

for the year ended 31 December 2010

9 Adjusted figures
Adjusted profit and eamings per share figures are used by management as addtional performance measures The adjusted figures are
denved as follows
Profit attributable to Basic earmings
ordinary shares ordinary shares
2010 2009 2010 2009
Earnings per share £m €m € €
Reported figures 376 219 €051 €032
Share of adjustments 1n joint ventures
Amortisation of acquired intangible assets 197 230 €027 €033
Imparment of acquired intangible assets and goodwill - 76 - €0N
Exceptional restructunng costs 22 5 €003 €010
Acquisition related costs 18 19 €0.02 €003
Disposals and other non operating tems 4 (13) €003 €002
Deferred tax adjustments (59) (56) €(008) €(008)
Adjusted figures 575 550 €0.78 €079
10 Statement of cash flows
2010 2009
Reconcihation of administrative expenses to cash used by operations €m ém
Admimstrative expenses @ 2
Net movement in payables 1 -
Cash used by operations (1) (2)
2010 2009
Reconciliation of net funding balances due from joint ventures €m €m
At start of year 1,255 1,553
Cash flow 104 (298}
At end of year 1,359 1,255

MBIAZI [BIOUBL | ' DAL SSEUTSNG I |

BOUBLIBADD) | |

LOBLLUOJ JSI0 PUE SILALLSIEIS [RIOUEUL

Annual Reports and Financil Statements 2010 Reed Elsevier 177




Notes to the consolidated financial statements

for the year ended 31 December 2010

11 Investments in joint ventures

2010 2009
£m €m
Share of results of joint ventures 367 197
Share of jont ventures’
Net incomeAexpense) recognised directty In equity 44 3]
Cumulative far value movements on disposal of available for sale investments - 1
Transfer to net profit from hedge reserve 27 47
{Decrease)/increase in share based remuneration reserve 4) 10
Settlerment of share awards by employee benefit trust - 2
Equalsation adustments 3 -
Dividends receved from jont ventures (1,093) -
Increase in Investment in jont ventures 719 531
Decrease/(increase) In net funding balances due from joint ventures 104 (298)
Net movement in the year 167 480
At start of year 1,031 551
At end of year 1,198 1,031

Dunng the year the company receved a dvidend of €1,093m from Elsevier Reed Finance BV The company alse subscrbed for 3,751

new ordinary E shares in Reed Elsevier Group plc for €719m

Summansed imformation showing total amounts in respect of joint ventures and Reed Elsewvier NV shareholders' 50% share 15 set out below

Total jont vantures

Reed Elsevier NV
sharsholders' share

2010 2009 2010 2008

&m €m €m &m
Revenue 7,084 6800 3,542 3,400
Net profit for the year 758 442 367 197

Reed Hsevier NV's share of joint ventures’ net profit atinbutable to parent company shareholders for the year excludes the net profit that

arose drrectly In Reed Elsevier NV of €9m (2009 €22m)

Reed Elsevier NV
Total joint ventures shareholders' share

2010 2009 2010 2009

€m €m €m €m

Total assets 13,055 12,694 6,523 6,342
Total habities {10,750) (10,724) {6,684) (B.556)
Net assets/(labilities) 2,305 1,970 {161) (224)

Attnbutable to

Joint ventures 2,273 1,840 (161) (224)
Non-controling interests 32 30 - -
2,305 1,970 (161) {224)

Net funding balances due from joint ventures 1,359 1,255
Total 1,198 1,031

The above amounts exclude assets and liabiies held directly by Reed Elsevier NV and include the counterparty batances of amounts owed
to and by other Reed Elsevier businesses Inciuded within Reed Elsevier NV’s share of assets and labilites are cash and cash equivalents

of €431m (2009 €408m) and borrowings of €2,508m (2009 €2,625m) respectvely

12 Payables

Included within payables are employee convertible debenture loans of €9m (2009 €10m) with a weighted average interest rate of 3 30%
(2009 404%) Depending on the conversion terms, the surender of €227 or €200 par value debenture loans qualfies for 50 Reed Blsevier NV

ordinary shares
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Roed Elsewier NV

Notes to the consolidated financial statements

for the year ended 31 December 2010

13 Share capital

Authonsed No of shares €m
Ordinary shares of €0 07 each 1,800,000,000 126
R shares of €070 each 26,000,000 18
Total 144
Ordinary QOrdinary

R shares shares R shares shares Total
{ssued and fully paid Number Numbar €m €m €m
At 1 January 2009 4,050,720 660,620,462 3 46 49
|ssue of ordinary shares 252,459 63,063,439 -~ 4 4
At 1 January 2010 4,303,179 723,692,801 3 50 53
Issue of ordinary shares - 184,116 - 1 1
At 31 December 2010 4,303,179 723,877,017 3 51 54

The issue of shares relates to the exercise of share options and the 2009 share placing Details of share option and conditional share schemes
are set out In nate 6 to the Reed Elsevier combined financal statements

A share placing was announced on 30 July 2009 for up to 63,030,989 new ordinary shares representing approximately 9 9% of the
compary's share capital prior to the placing The shares were fully subscnbed at a price of €708 per share, raising €441m net of issue costs
of €6m The excess of the net proceeds received over the nominal value of the share capital Issued has been credited to paid-in surplus
252,459 new R shares were also 1ssued for total proceeds of €18m

Detalls of shares held in treasury are provided in note 15
At 31 Decernber 2010 4,303,179 R shares were held by a subsidiary of Reed Blsevier PLC The R shares are convertible at the electton

of the holders into ten ordinary shares each and each R share cames an entittement to cast ten votes They have otherwise the same
nghts as the ordinary shares, except that Reed Elsevier NV may pay a tower dvdend on the R shares

14 Paid-in surplus

2010 2009
€m €m
At start of year 2,168 1712
Issue of ordinary shares 1 456
At end of year 2,169 2,168
Within paid-in surplus, an amount of €1,992m 2009 €1,991m) 1s free of tax
15 Shares held in treasury
2010 2000
€m &m
Al start of year 434 477
Release of R shares from treasury - 21
Share of joint ventures' setlement of share awards by employee benefit trust {5) {32
Exchange translation differences 4 10
At end of year 433 434

Further details of shares held in treasury are provided in note 30 to the Reed Elsevier combined financial statements
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Notes to the consolidated financial statements

for the year ended 31 December 2010

16 Translation reserve

2010 2009
€m £€m
At start of year (153) (138)
Share of joint ventures’ exchange differences on translahon of foreign operations 98 (25)
Exchange translahon differences on capital and reserves 4 10
At end of year {51) {153
17 Other reserves
2010 2009
€m €m
At start of year (664) (655)
Profit attnbutable to ordinary shareholders 376 218
Issue of ordinary shares, net of expenses - (1)
Share of jont ventures’
Actuanal {osses/gains on defined benefit pension schemes 37 4
Cumulative farr value movements on disposal of availahle for sale nvesiments - 1
Fairr valug movements on cash flow hedges (34) 29
Tax recogrused directly in equity 17 (14
{Decrease)increase n share based remuneration reserve )] 10
Settiement of share awards by employee benefit trust (5 34
Transfer to net profit from hedge reserve 27 47
Equahsaton adjustments 3 -
Equity dwidends paid (281) (260)
At end of year (602) (664)
18 Contingent liabilities
There are contingent liabilihes in respect of borrowings of joint ventures guaranteed by Reed Elsevier NV as follows
2010 2009
€m m
Guaranteed jointly and severally with Reed Elsevier PLC 4,59 4913

Financial instruments disclosures in respect of the borrowings covered by the above guarantees are given in note 18 to the Reed Elsevier
combined financial statements
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Reed Elsovier NV

Notes to the consolidated financial statements
for the year ended 31 December 2010

19 Principal joint ventures

% holding
Reed Elsevier Group plc
Incorperated and operating in Great Brtain £18,385 ordinary R shares -
1-3 Strand £18,385 ordinary E shares 100%
London WC2N SJR £100,000 7 5% cumulative preference non-voting shares -
Holding company for operating businesses
involved In science & medical, nsk management, legal and
business publishing and organisation of trade exhibihions Equivalent to a 50% equity interest
Elsevier Reed Finance BV
incorporated i the Netherlands 133 ordinary R shares -
Radarweg 29 205 ordinary E shares 100%
1043 NX Amsterdam, the Netherlands
Holding company for financing businesses Equivalent to a 61% equity interest

The R shares in Read Elsevier Group plc and Elsevter Reed Finance BV and the non-voting preference shares in Reed Elsevier Group plc
are owned by Reed Elsevier PLC

in addion, Reed Blsevier NV holds shares with special dmdend nghts in Reed Elsevier Overseas BV, a subsidiary of Reed Elsevier Group plc
with registered offices in Amsterdam These shares are inciuded in the amount shown under investrments in joint ventures and enable
Reed Elsevier NV to receive dividends from companies within the same tax junsdiction

Alist of companies within Reed Elsewvier 1s filed with the Amsterdam Chamber of Commerce in the Netherlands

20 Approval of financial statements
The consolidated financial statements were signed and authonsed for issue by the Combined Board of directors on 16 February 2011

A J Habgood M H Armour
Chairman of the Supervisory Board Chief Financial Officer

and the Combined Board
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Independent auditors’ report on the consolidated
ﬁ nanC|aI Statements to the sharehalders of Reed Elsevier NV

Report on the consohdated financial statements

We have audited the accompanying consolidated financial
statements 2010 which are part of the financial statements of
Reed Elsevier NV, Amsterdam, which compnse the consolidated
statement of financial posiion as at 31 December 2010, the
consalidated ncome statement, the consolidated statement of
comprehensive Income, the conschdated statement of cash flows,
and the consolidated statement of changes in equity for the year
then ended and the notes, compnsing a summary of the accounting
policies and other explanatory information, as set out In pages 170
to 181

Management's responsibility

Management is responsible for the preparation and fair presentation
of the consolidated financiad staterments in accordance with
International Financial Reporting Standards as adopted by the
European Union and with Part 9 of Book 2 of the Dutch Cwil Code,
and for the preparation of the report of the Supervisory Board and
the Executive Board in accordance with Part 8 of Book 2 of the
Dutch Cwvil Code Furthermore, management 1S responsible for such
nternal control as it determines necessary to enable the preparation
of financial statements that are free from matenal misstaterment,
whether due to fraud or error

Auditors’ responsibility

Cur respansibility 1s to express an opirion on the consolidated
financial statements based on our audt We conducted our audit
in accordance with Dutch law, including the Dutch Standards on
Audiing This requires that we comply with ethical requirements
and plan and perform the audit t¢ obtain reasonable assurance
about whether the consolidated financial statements are free from
rmatenal mrsstatement

An audrt iInvolves performing procedures to obtain audt ewdence
about the amounts and disclosures In the consolidated financial
statements The procedures selected depend on the auditor's
Judgment, including the assessment of the nsks of matenal
misstatement of the consolidated financial statements, whether
due to fraud or emmor

In making those nsk assessments, the audstor considers internal
control relevant to the entity's preparation and far presentation
of the consoclidated financial statements m order to design audit
procedures that are appropnate in the crcumnstances, but not
for the purpose of expressing an opinion on the effectiveness

of the entity’s intemal control An audt also ncludes evaluating
the appropnateness of accounting policies used and the
reasonableness of accounting estmates made by management,
as well as svaluating the overall presentation of the consolidated
financial statements

We beliave that the audt ewdence we have obtaned 1s sufficent
and appropnate to provide a basis for our audit opinion

Opinion with respect to the consolidated

financial statements

In our opinion, the consolidated financial statements give a true

and farr view of the financial position of Reed Elsevier NV as at

31 Becember 2010, and of its results and its cash fiows for the year
then ended in accordance with International Financial Reporting
Standards as adopted by the European Union and with Part © of
Book 2 of the Dutch Cwil Codde

Report on other legal and regulatory requirements
Pursuant to the legal requirement under 2 393 sub 5 at e and f of
the Dutch Cnil Code, we have no deficiencies to report as a result
of our examination whether the report of the Supervisory Board
and the Executive Board, to the extent we can assess. has been
prepared In accordance with Part 9 of Book 2 of this Code, and if
the nformation as required under section 2 392 sub 1 at b-h has
been annexed Further we report, to the extent we can assess,
that the report of the Supervisory Board and the Executve Board
is consistent with the consolidated financial statements as required
by 2 391 sub 4 of the Dutch Cvil Code

Delortte Accountants B.V.
A Sandler

Amsterdam

The Netherands

16 February 2011
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Reed Elsevier NV

g
Parent company profit and loss account
2010 2009
For the year ended 31 Dacember €m m
Administratve expenses 2) @
Dradends received from jont ventures 1,093 -
Finance ncome from joint ventures 14 22
Taxation {3) 2
Profit attributable to ordinary shareholders 1,102 22 —_—
&
Parent company balance sheet E
2010 2009
As at 31 December Note €m {m
Fixed assets
Investrments i joint ventures 3,597 2,871
Current assets
Amounts due from jont ventures — funding 1,359 1,265
Amaounts due from Jjont ventures — other 2 2
1,361 1257 [
Cash 3 3 |4
1,364 1,260 ;—j
Creditors: amounts falling due within one year §
Taxation {65) (56)
Other creditors 1 (22) (10)
n {66)
Net current assets 1,287 1,194
Net assets 4,884 4,085
Capital and reserves
Share capital 1Issued 54 53
Pad-in surplus 2,169 2,168 —
Shares held in tfreasury (336) (336) ©
Other reserves 175 179 §
Reserves 2,822 2,001 z
Shareholders’ funds 4,884 a065 |°

The parent company financial statements were signed and authorised for issue by the Combined Board of directors on 16 February 2011

A J Habgood

C?ﬂ;n/d the Supemsory?a

M H Armour
Chuef Financial Officer
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Parent company reconciliation of shareholders’ funds

Share capital Paid-in  Sharas held Other

1asued surplus®  tn treasury reserves®t Resarves Total

€m €m €m €m €m €m

At 1 January 2009 49 1,712 (357) 169 2,250 3,823

Profit attnbutable to ordinary shareholders - - - - 22 22

Equity dividends paid - - - - (260) (260)

Release of shares - - 21 - - 21

Issus of shares, net of expenses 4 456 - - (1) 449
Equity mstruments granted to employees

of combined businesses - — - 10 - 10

At 1 January 2010 53 2,168 (336) 179 2,001 4,065

Proftt attributable to ordinary shareholders - - - - 1,102 1,102

Equity dmdends paid - - - - {281) (281)

Issue of shares, net of expenses 1 1 - - - 2
Equity instruments granted to employees

of combined businesses - - - 4) - 4)

At 31 December 2010 54 2,169 {336) 175 2,822 4,884

) Within paid-in surplus, an amount of €1,932m (2009 €1,991m) I1s free of tax

(i) Free reserves of the company at 31 December 2010 were €4,655m (2008 €3,833m), compnsing reserves and paid-in surplus less

shares held in treasury

(#) Other reserves relate to equity Instruments granted to employees of the combined businesses under share based remuneration

arrangements Other reserves do not form part of free reserves

Parent company accounting policies

Basis of preparation

The parent company financial statements have been prepared under
the histoncal cost convention As permitted by 2 362 subsection 1
of the Dutch Cwil Code for companies with international operations,
the parent company financral statements have been prepared

in accordance with UK Generally Accepted Accounting Practice
(UK GAAP) ensunng consistency The finanaial information relating to
the company s recognised in the consolidated financial statements
In accordance with 2 402 of The Netherlands Civil Cods, the parent
company financial statements only contan an abndged profit and
loss account

The parent company financial statements are prepared on a going
concemn basis, as explained on page 169

The Reed Elsevier NV accounting policies under UK GAAP
are set out below

Investments

Fixed asset Investments n the combined businesses are stated at
cost, less provision, If appropriate, for any imparrment in value The
far value of the award of share options and condriional shares over
Reed Elsevier NV ordinary shares to employees of the Reed Elsevier
combined businesses are treated as a capital contnbution

Pnncipal jomt ventures are set out In note 19 of the Reed Elsevier NV
consolidated financial statements

Short term investments are stated at the lower of cost and net
realisable value Other assets and labiies are stated at histoncal
cost, less provision, if appropnate, for any imparment in value

Shares held in treasury

The amount of consideration paid, including directly attnbutable
costs for shares repurchased, Is recognised as shares held

in freasury and presented as a deduction from total equity

Faretgn exchange translation
Transactions entered into in foreign currencies are recorded
at the exchange rates apphicable at the time of the transaction

Taxation

Deferred taxaton is provided i full for timing differences using
the habiity method Deferred tax assets are only recognised to
the extent that they are considered recoverable in the short term
Deferred taxaton balances are not discounted
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Notes to the parent company financial statements g

1 Other creditors

Other creditors nclude €9m (2009 €10m) of employes convertible debenture loans with a weighted average interest rate of

3 30% (2009 4 04%) Depending on the conversion terms, the surrender of €227 or €200 par value debenture loans qualifies

for 50 Reed Elsewvier NV ordinary shares

2 Reconciliations ta consolidated financial statements “=§
&

A reconcilation of the parent company profit attrbutable to ordinary shareholders prepared under UK GAAP and the consohdated profit 3

atinbutable to ordinary shareholders prepared under IFRS and presented under the equity method 1s provided below 2

2010 2009

Year ended 31 Decamber €m €m

Parent company profit attributable to ordinary shareholders 1,102 22

Share of results of joint ventures 367 197

Dmdends recerved from jont ventures 1,093) -

Consolitated profit attnbutable to ordinary shareholders using the equity method 376 219

A reconciliation between the parent company shareholders' funds prepared under UK GAAP and the consoldated shareholders’ funds

prepared under IFRS and presented under the equity method 1s provided below —

2010 2009 z

As at 31 December €m €m é

Parent cormpany shareholders’ funds 4,884 4,085 3

Cumulative share of results of joint ventures less cumulative dvidends recewved from joint ventures {2,747) (2,021) 2

Cumulatve currency translation adjustments (27) 373

Cumulatve equalisation and other adustments 145 178

Share of treasury shares held by joint ventures' employee benefit trust {97) 98)

Share of IFRS adjustments in joint ventures (602) (602)

Equity mstruments granted to employees of combined businesses (175) (179)

Consolidated shareholders’ funds using the equity method 1,137 970
g
3
g
3
5
é
3
El
3
g
2
3
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Additional information

R shares

Reed Elsevier NV has two types of shares ordinary shares of €007 nominal value and R shares of €0 70 nominal value Each R share
15 convertible into 10 ordinary shares and 1s entrtled to cast ten (10) votes Otherwise it has the same nghts as an ordinary share, except

that Reed Elsevier NV may pay a lower dividend on it, but not less than 1% of the nominal value of an R share

Profit allocation

The Articles of Association prowide that distnbutions of dvidend may only be made insofar as the company’s equity exceeds the amount

of the paid in caprtal, iIncreased by the reserves which must be kept by virtue of the law and may be made in cash or in shares, at the
proposal of the Combined Board Distnbution of dmdends on ordinary shares and on the ciass R shares shall be made in proportion
to the nominal value of each share The Combined Board may resolve that the dmdend to be paid on each class R share shall be lower

than the dwvidend to be paid on each ordinary share, resolving at the same time what amount of dwvidend shall be paid on each ordinary

share and each class R share, respectvely

2010 2009
Proposal for allocaticn of profit €m €m
Final dmdend on ordinary shares for prior financial year 205 185
Intenm dmdend on ordinary shares for financial year 76 75
Dmwdend on R shares - -
Retaned profit/loss) 821 (238)

1,102 22
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Independent auditors’ report on the parent company
financial statements t the shareholders of Reed Eisevier v

Report on the company financial statements

We have audited the accompanying parent company financial
statements 2010 which are part of the financial statements of

Reed Elsevier NV, Amsterdam, which compnse the parent company
balance sheet as at 31 December 2010, the parent company profit
and loss account for the year then ended, the parent company
reconciation of shareholders’ funds and the notes, compnsing

a summary of the accounting policies and the additional nformation,
as set out In pages 183 to 186

Management’s responsibility

Management 1s responsible for the preparation and fair presentation
of the parent company financial statements both in accordance

with accounting pnnciples generally accepted in the United Kingdom
and with Part 9 of Book 2 of the Dutch Cal Code, and for the
preparaton of the report of the Superwisory Board and the Executive
Board in accordance with Part 9 of Book 2 of the Dutch Cil Code
Furthermore, management 15 also responstble for such internal
control as it determines necessary to enable the preparation of the
parent company financial statements that are free from matenal
msstatement, whether due to fraud or error

Auditors’ responsibility

QOur responsibility 1s to express an opinion on the parent company
financial statements based on our audit We conducted our audit
in accordance with Dutch law, including the Dutch Standards on
Auditng This requires that we compily with ethical requirements
and plan and perform the audit to obtain reasonable assurance
about whether the parent company financial statements are free
from matenal misstaterment

An audtt involves performing procedures to obtain audit endence
about the amounts and disclosures in the parent company financial
statements The procedures selected depend on the audtor's
judgment, Including the assessment of the nisks of matenal
misstatement of the parent company financial statements,

whether due to fraud or error

In making those nsk assassments, the audrtor considers internal
control relevant to the entity's preparation and fair presentation

of the parent company financial statements in order to design

audtt procedures that are approprate In the circumstances, but

net for the purpose of expressing an opimion on the effectiveness
of the entity's internal control An audit also includes evaluahing

the appropnateness of accounting policies used and the
reasonableness of accounting estmates made by management,

as well as evaluating the overall presentation of the parent compary
financial statements

We believe that the audit emdence we have obtamned s sufficient
and approprate to provide a basts for our audit cpinion

Opmnton with respect to the parent company

financial statements

In our opinion, the parent company financial statements gve a
true and farr view of the financial posiion of Reed Elsevier NV as

at 31 December 2010 and of its result for the year then ended in
accordance with accounting principles generally accepted in the
United Kingdom and wath Part 9 of Book 2 of the Dutch Cml Code

Report on other legal and regulatory requirements
Pursuant to the legal requirement under 2 393 sub 5 at e and f of
the Dutch Cmil Code, we have no deficiencies to report as a resutt
of our examination whether the report of the Superisory Board
and the Executive Board, to the extent we can assess, has been
prepared in accordance with Part 9 of Book 2 of this Code, and if
the information as required under section 2 392 sub 1 at b-h hag
been annexed Further we report that the report of the Supervisory
Board and the Executive Board, to the extent we can assess, Is
consistent with the consolidated financial statements as required
by 2 391 sub 4 of the Dutch Civit Code

Delcitte Accountants BV
A Sandler

Amsterdam

The Netherlands

16 February 2011
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5 year summary

2010 2009 2008 2007 2006
Ncte €m m cm am €m
Combined financial information
Revenue - continuing operations 2 7,084 8,800 6,721 6,693 6,628
Reported operating profit ~ continuing cperations 2 1,275 881 1135 1,296 1,231
Adjusted operating profit — continuing operations 2 1,819 1,758 1,737 1,660 1,589
Reported profit attnbutable to shareholders — total operatons 751 438 587 1,709 916
Adjusted profit attnbutable to shareholders — total operattons 1,150 1,099 1,158 1,244 1170
Reed Elsevier NV consolidated financial information
Reported profit attnbutable to sharehoiders 376 219 294 855 458
Adusted profit attnbutable to shareholders 575 550 580 622 585
Reported eamings per ordinary share (€) €0 51 €032 €044 €110 €059
Adjusted earnings per ordinary share (€ €0.78 €079 €o8ar €080 €076
Dmdend per ordinary share (€) 3 €0 412 €0 400 €0404 €0425 €0 406

(1) Adjusted figures are presented as additonal performance measures used by management and are stated before amortisation and

imparment of acquired intangible assets and goodwill, exceptional restructunng and acquisition related costs, and in respect of

attrbutable profit, reflect a tax rate that excludes the effect of movements in deferred taxation assets and labilties that are not expected
to crystallise in the near term and includes the benefit of tax amortisation where available on acquired goodwall and intangible assets
Acquishion related costs and profit and loss from disposal gains and iosses and other non operating items are also excluded from the

adjusted figures

(2) Revenue, reported operating profit and adjusted operating profit are presented for continuing operations Net profit from discontinued

operations 15 Included in profit attributable to shareholders

(3) Dmdend per ordinary share is based on the intenm dmdend and proposed final dvidend for the relevant year, and does not include the

€1 767 per share special distnbution in 2008
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Reed Elsevier combined businesses

Summary financial information in US dollars

Basis of preparation

The summary financial Information 15 a simple iranslation of the Reed Elsevier combined financial statements into US dollars at the stated
rates of exchange The financial information provided below is prepared under IFRS as used in the preparation of the Reed Elsevier combined
financial statements It does not represent a restatement under US GAAP which would be different in some significant respects

Statement of
Income statement financal postion

Exchange rates for translation 2010 2009 2010 2009
US dollars to sterling 155 157 1.56 162
Combined income statement

2010 2009
For tha year endad 31 December ussm USsm
Revenue 9,385 9,531
Operating profit 1,690 1,236
Profit before tax 1,190 883
Profit attnbutable to parent comparies’ shareholders 995 6514
Adusted operating profit 2,410 2,465
Adusted profit bafore tax 1,982 2,008
Adusted profit attnbutable to parent companies’ shareholders 1,524 1,542
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Additional information for US Investors

Reed Elsevier combined businesses

Combined statement of cash flows

2010 2009
For the year ended 31 December Us$m US$m
Net cash from operating actites 2,097 1,870
Net cash used In mvesting activittes (510} 493
Net cash used in financing actmvties (1,587) (804)
Increase in cash and cash equivalents - 473
Movement in cash and cash equivalents
At start of year 1,189 544
Increase in cash and cash equivalents - 473
Exchange translation differences (31) 172
At end of year 1,158 1,189
Adjusted operating cash flow 2,354 2,446
Combined statement of financial position

2010 2009
As at 31 Dacember USSm UsSsm
Non-current assets 13,383 14,186
Current assets 4,023 4,167
Assets held for sale - B8
Total assets 17,406 18,361
Current liabiiies 6,079 6,259
Non-current habilities 8,254 9,244
Liabilihies associated with assets held for sale - 8
Total habilities 14,333 15,511
Net assets 3,073 2,850
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Reed Elsevier PLC

Summary financial information in US dollars

Basis of preparation

The summary financial information 1s a simple translation of Reed Elsevier PLC’s consolidated financial statements into US dollars at the

stated rates of exchange The financial information provided below 1s prepared under IFRS as used in the preparation of the Reed Elsevier PLC
consolidated financial statements It does not represent a restaternent under US GAAP which wotld be different n some significant respects

2010 2008
Exchange rates for translation of sterling ($:£1) USS.E uss e
Income statement 1.55 157
Staternent of financial position 1.56 162
Consolidated income statement
2010 2008
For the year ended 31 December USSm USEm
Profit attnbutable to ordinary shareholders S07 306
Adusted profit attributable to 52 9% interest In Reed Elsevier combined businesses 806 815
Share of joint ventures’
Amortisation of acquired intangible assets {276) (341)
Imparment of acquired intangible assets and goodwill - (M3)
Exceptonal restructunng costs {31) (110}
Acquisition related costs {23) (28}
Disposals and other non operating items 31) 19
Deferred tax adjustments 82 83
Profit attributable to 52.9% interest in Reed Elsevier combined businesses 527 325
2010 2009
Data per American Depositary Share {ADS) Us$ Uss
Earnings per ADS based on 52 9% interest in Reed Elsevier combined businesses
Adjusted $2.69 $288
Basic $1.69 8108
Net cividend per ADS declared in the year $1.26 $128
Net dividend per ADS paid and proposed in relation to the financial year $1.26 3128
Consolidated statement of financial position
2010 2009
As at 31 December USsm USSm
Shareholders’ equity 1,604 1,484

Adusted eamings per Amencan Depositary Share 1s based on Reed Elsevier PLC shareholders’ 52 9% share of the adjusted profit attributable
of the Reed Elsevier combined businesses, which excludes amortisation and impairment of acquired intangible assets and goodwill,
exceptional restructunng and acguisition related costs, disposal gains and losses and other non operating tems, related tax effects

and movements in deferred tax assets and labilities that are not expected to crystallise in the near term and includes the benefit of tax
amortisation where avalable on acquired goodwall and intangible assets Adjusted figures are additional performance measures used by
management and are descnbed in note @ to the Reed Elsevier PLC consolidated financial statements

Reed Elsevier PLC shares are quoted on the New York Stock Exchange and trading 1s in the form of Amencan Depositary Shares {ADSs),
evidenced by Amencan Depositary Receipts (ADRs), representing four Reed Elsevier PLC ordinary shares (CUSIP No 758205207, trading
symbol, RUK, Barnk of New York is the ADR Depositary)
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Additiona) information for US Investors

Reed Elsevier NV

Summary financial information in US dollars

Basts of preparation

The summary financal nformation s a simple translation of the Reed Elsevier NV consolidated financial statements nto US dollars at the
stated rates of exchange The finanaial information provided below s prepared under IFRS as used in the preparation of the Reed Elsevier NV
consolidated financial statements It does not represent a restatement under US GAAP which would be different in some significant respects

2010 2009
Exchange rates for translation of euros ($:€1) uss € USS €
Income statement 1.32 140
Statement of financial position 133 144
Consolidated income statement
2010 2009
For the year ended 31 December USSm USsm
Ad|usted profit attributable to ordinary shareholders 762 770
Share of joint ventures’
Amortisation of acquired intangible assets {261) (322)
Imparmeant of acquired intangible assets and goodwill - (106)
Exceptional restructunng costs (29) (105)
Acquistion related costs (24) (27)
Disposals and other non operating items (28) 18
Deferred tax adjustments 78 79
Profit attributable to ordinary shareholders 498 307
2010 2009
Data per American Depositary Share (ADS) uss Uss
Eamings per ADS based on 50% interest in Reed Elsevier combined businesses
Adjusted $2 07 $221
Basic $1.35 $090
Net divdend per ADS declared in the year $1.07 N
Net dwigend per ADS paid and proposed in relation to the financial year $109 $112
Consolidated statement of financial position
2010 2009
As at 31 December USSm ussm
Shareholders’ equity 1,516 1,403

Adusted earnings per Amenican Depositary Share s based on Reed Elsewvier NV shareholdars’ 50% share of the adjustad profit attnbutable
of the Reed Elsevier combined businesses, which excludes amortisation and impawment of acquired intangible assets and goodwill,
exceptional restructuning and acquisition related costs, disposal gains and losses and other non operating tems, related tax effects

and maovements in deferred tax assets and biabdities that are not expected to crystalise in the near term and ncludes the benefit of tax
amortisation where avallable on acquired goodwill and ntangible assets Adjusted figures are addiional performance measures used by
management and are descnbed in note 9 to the Reed Elsevier NV consolidated financial statements

Reed Elsevier NV shares are quoted on the New York Stock Exchange and trading is in the form of Amencan Depositary Shares {ADSS),
evidenced by Amencan Depositary Receipts (ADRs), representing two Reed Elsevier NV ordinary shares (CUSIP No 758204200, trading
symbol, ENL, Bank of New York is the ADR Depositary)
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Shareholder information

Annual Reports and Financial Statements 2010

The Annual Reports and Financial Statements for the Reed Elsevier
combined businesses, Reed Eisevier PLC and Reed Elsewvier NV for
the year ended 31 December 2010, and the Corporate Governance
Statement of Reed Elsevier NV are avallable on the Reed Elsevier
website, and from the registered offices of the respective parent
companies shown on page 196 Addittonal financial nformation,
including the Intenm and Full Year Resutts announcements, Intenm
Management Statements and presentations 1s also avallable on the
Reed Elsevier website www reedelsevier com

The Reed Elsevier combined financial statements set out iInthe
Annual Reports and Financial Staterments are expressed 1n sterling,
with summary combined financial Information expressed in eurcs
The financial statements of Reed Elsewier PLC and Reed Elsevier NV
are expressed In sterling and euros respectively Reed Elsevier NV
no longer publishes on the website a full converience translation n
euros of the Reed Elsevier Annual Reports and Financial Statements

Intenm results

Reed Elsevier PLC and Reed Elsevier NV no longer publish
interim results in hard copy The intenm results are available
on the Reed Elsevier website

Share pnice mformation
Reed Elsevier PLC's ordinary shares are quoted on the London
Stock Exchange

Reed Elsevier NV's ordinary shares are quated on the Euronext
Amsterdam Stock Exchange

The Reed Elsevier PLC and Reed Elsevier NV ordinary shares are
quoted on the New York Stock Exchange in the form of Amencan
Depositary Shares (ADSs), evidenced by Amenican Depositary
Recepts {(ADRs) Each Reed Blsevier PLC ADR represents four
Reed Elsevier PLC ordinary shares Each Reed Elsevier NV ADR
represents two Reed Elsevier NV ordinary shares

The Reed Elsevier PLC and Reed Elsevier NV ordinary share prices
and the ADR pnces may be obtaned from the Reed Elsewvier webstte,
other online sources and the financial pages of some newspapers

For further information wvisit
www reedelsevier com

Information for Reed Elsevier PLC ordinary shareholders

Shareholder services

The Reed Elsevier PLC ordinary share register 1s administered by
Equint Limited  Equinit provides a free online portal for shareholders
at www shareview co uk Shareview provides shareholders with instant
access to detals of ther shareholding and dvidend payments, with
the abiity to update personal detals and to register a bank mandate
Eaquini's contact details appear on page 196

Electronic communications

While hard copy shareholder communications continue to

be avallable to those shareholders actvely requesting them,

m accordance with the Companies Act 2006 and 1its Articles of
Association, Reed Elsevier PLC uses the Reed Elsevier webstte as
the main method of communicating with shareholders By registening
ther details onkine at Shareview, sharehalders can be notified by email
when shareholder communications are published on the website
Shareholders can also use the Shareview website to appoint a proxy
to vote on ther behalf at shareholder meetings

Shareholders who hold ther Reed Elsevier PLC shares through
CREST may appoint proxies for shareholder meetings through
the CREST electromc proxy appointment service by using the
procedures described in the CREST manual

Dividend mandates

Shareholders are encouraged to have therr dvidends pad directly
Into a UK bank or bullding society account This method of payment
reduces the nsk of delay or loss of dvidend chegques in the post and
ensures the account 1s credited on the dividend payment date A
dwvidend mandate form can be obtaned online at www shareview co
uk, or by contacting Equiniti at the address shown on page 196

Equintt has established a service for overseas shareholders in over
30 countnes, which enables shareholders to have therr dwvidends
automatically converted from sterling and paid directly into therr
nominated bank account Further detals of this service, and the fees
applicable, are avaldable at www shareview o uk or by contacting
Equintti at the address shown on page 196

Dividend Reinvestment Plan

Shareholders can choose to reinvest their Reed Elsevier PLC
dividends by purchasing further shares through the Diidend
Renvestment Plan {*DRIP") prowided by Equintt Further information
concerning the DRIP faciity, together with the terms and conditions
and an applicagon form can be obtaned online at www shareview
co uk/dmdends or by contacting Equirsti at the address shown on
page 196

Share dealing service

A telephcne and internet dealing service Is available through Reed
Elsevier PLC's Registrar, which prowdes a simple way for UK-resident
shareholders to buy or sell Reed Elsevier PLC shares For telephone
dealing call 08456 037 037 between 8 00am and 4 30pm, Monday
to Fnday, and for intemet dealing log on to www shareview co uk/
dealing You will need your shareholder account number shown on
your dmdend tax voucher
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Shareholder information

Shareholder information continued

Individual savings accounts {ISA)

A single company I1SA for Reed Elsevier PLC shares 1s available through
Equini Detalls may be obtained from www shareview co UkASA,

by wrting to Equirut at the address shown on page 196, or by calling
therr ISA helphine on 0845 300 0430

ShareGift

The Orr Mackintosh Foundation operates a chanty share donation
scheme for shareholders with small parcels of shares whose value
makes it uneconomic to sell them Detads of the scheme can be
cbtained from the ShareGift website at www sharegift org, or by
telephoming ShareGift on 020 7930 3737

Sub-dvision of ordinary shares and share consolidation

On 28 July 1986 each Reed Elsevier PLC ordinary share of £1
nominal value was sub-dmded into four ordinary shares of 25p each
On 2 May 1997 each 25p ordinary share was sub-divided into

two ordinary shares of 12 5p each On 7 January 2008 the ordinary
shares of 12 5p each were consolidated on the basis of 58 new
ordinary shares of 14%4+p nominal value for every 67 ordinary
shares of 12 5p each held

Capita! gains tax

The mid-market pnce of Reed Elsevier PLC’s £1 ordinary shares
on 31 March 1982 was 282p Adjusting for the sub-dmvsions and
share consolidation referred to above, results in an equivalent
rmud-market price of 40 72p for each existing ordinary share of
145%11ep nominal value

Information for Reed Elsevier NV ordinary shareholders

Shareholder enquiries

Enqunes from holders of Reed Elsevier NV registered ordinary shares
in relation to share transfers, dmvdends, change of address and

bank accounts should be directed to the Company Secretary of
Reed Elsevier NV, at the registered office address shown on page 196

Dividends

Dradends on Reed Elsevier NV ordinary shares are declared and
pard in euros Regrstered shareholders In Reed Elsevier NV will
receve dmdends from the company by transmission to the bank
account which they have notified to the company Diwdends on
shares n bearer form are paid through the intermediary of a bank
or broker

Dividend Reinvestment Plan

By instructing their bank or intermediary, shareholders can choose
to reinvest therr Reed Elsevier NV dmdends by purchasing further
shares through the Dmdend Reinvestment Plan (“DRIP™) provided
by Royal Bank of Scotland NV Further information concerming

the DRIP facilty can be obtained online at www secuntiesinfo nl

Consohdation of ordinary shares

On 7 January 2008 each Reed Hisevier NV ordinary share of
€0 06 each were consalidated on the basis of 58 new ordinary
shares of €0 07 each for every 67 ordinary shares of €0 06 held

Shareholder Communications Channel for

Reed Elsevier NV shareholders

Reed Elsevier NV has entered into arrangements with Stichting
Communicatiekanaal Aandeelhouders {(Shareholder Communication
Channe! Trustee) In the Netherlands, faciitating the communication
with and between shareholders, particudarly in connection wath
general shareholders' meetngs Under these arrangements, holders
of Reed Elsevier NV bearer shares whose shares are held in the
custody of a Dutch bank, and who have notified the intermediary
authenty apponted for these purposes of ther interest, will recerve
written information from the company with a proxy form for ther
representation at general shareholder meetings Reed Elsevier NV
also uses the e-voting system of RBS, that allows its shareholders

to vote electronically at general meetings of shareholders and
provides the shareholder that uses the system confirrnation that

the vote was cast

Information for Reed Elsevier PLC and
Reed Elsevier NV ADR holders

The Reed Elsewvier PLC and Reed Blsevier NV ADR Depositary 1s
BNY Mellon Reed Elsevier PLC's CUSIP number 1s 758205207 and
its trading symbol 1s RUK Each Reed Elsever PLC ADR represents
four Reed Elsewvier PLC ordinary shares Reed Elsevier NV's CUSIP
number 13 758204200 and its trading symbol 1s ENL Each Reed
Elsevier NV ADR represents two Reed Elsevier NV ordinary shares

ADR shareholder services

Enguines concerning Reed Elsevier PLC or Reed Elsevier NV ADRs
should be addressed to the ADR Depositary at the address shown
on page 196

Dividends
Dadend payments on Reed Elsevier PLC and Reed Elsevier NV
ADRs are converted into US dollars by the ADR Deposttary

Annual Report on Form 20-F

The Annuat Report on Form 20-F for the Reed Elsevier combined
businesses, Reed Elsevier PLC and Reed Elsevier NV will

be filed slectrorucally with the United States Securties and
Exchange Commission A copy of Form 20-F for the year ended
31 December 2010 will be available on the Reed Elsevier website,
or from the ADR Depositary at the address shown on page 196
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Contacts

Reed Elsevier PLC
1-3 Strand

London WC2N 5JR
United Kingdom

Tel  +44 @ 2079307077
Fax +44(0)20 7166 5799

Auditors

Deloitte LLP

2 New Street Square
London EC4A 3BZ
United Kingdom

Registrar
Equinitt Limuted
Aspect House
Spencer Road
Lancing

West Sussex
BN9S 6DA
United Kingdom

www shareview co uk

Tel 0871 384 2960

(calls charged at 8p per minute from a BT landline,
other telephony providers’ costs may vary)

Tel  +44 121 415 7047 (non-UK callers)

Reed Elsevier PLC and Reed Elsevier NV ADR Depositary

BNY Mellon Sharecwner Services
480 Washington Bivd 27th Floor
Jersey City NJ 07310

USA

email https /Avault brymellon com
www adrbny com

Tel 418882692377
+1 201 680 6825 (outside the US)

Reed Elsevier NV
Radarweg 29

1043 NX Amsterdam
The Netherlands

Tel  +31(0) 20 485 2222
Fax +31 (0) 20 485 2032

Deloitte Accountants BV
Ortyplein 50

1043 DP Amsterdam
The Netherlands

Listing/paying agent
Roval Bank of Scotland NV
Gustav Mahlerlaan 10

1082 PP Amsterdam

The Netherlands
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Shareholder information

9
2011 financial calendar 2
17 February PLC Announcernent of Results for the year ended 31 December 2010
NV
19 April PLC Interr Management Statement issued in relation to the 2011 financial year
NV
19 Apnil NV Annual General Meeting — Reed Eisevier NV, Hilton Hotel, Apaliolaan 138, 1077 BG Amsterdam
20 Apnl PLC Annual General Meetng — Reed Elsevier PLC, Millennium Hotel, Grosvenor Square, London W1K 2HP
20 Apnil PLC Ex-dmdend date — 2010 final dvidend, Reed Elsevier PLC ordinary shares and ADRs L
21 Apnl NV Ex-dwidend date — 2010 final dmdend, Reed Elsevter NV ordinary shares and ADRs @
26 Apnil PLC Record date - 2010 final dvidend, Reed Elsevier PLC ordinary shares and ADRs g
27 Apnil NV Record date — 2010 final dividend, Reed Elsevier NV ordinary shares and ADRs 3
17 May PLC Payrment date - 2010 final dvidend, Reed Elsevier PLC and Reed Elsevier NV grdinary shares %
NV
24 May PLC Payment date — 2010 final dwvidend, Reed Elsevier PLC and Reed Elsevier NV ADRs
NV
28 July PLC Announcement of Intenm Results for the six months to 30 June 2011
NV
3 August PLC Ex-dwvidend date — 2011 intenm dnadend, Reed Elsevier PLC and Reed Blsevier NV ordinary shares
NV and ADRs
5 August PLC Record date ~ 2011 intenm divdend, Reed Elsevier PLC and Reed Eisevier NV ordinary shares and ADRs
NV
26 August PLC Payment date — 2011 intenm dividend, Reed Elsevter PLC and Reed Elsevier NV ordinary shares
NV
2 September PLC Payment date — 2011 intenm dvidend, Reed Elsewvier PLC and Reed Elsevier NV ADRs §
NV 3
17 November PLC Interim Management Statement 1ssued in relation to the 2011 financial year g
NV 2
The following tables set out dvidends paid (or proposed) in relation to the three financiat years 2008-2010
per PLC ordinary share per NV ordinary share Payment date
Final dvdend for 2010* 150p €0 303 17 May 2011
Intenm dradend for 2010 54p €0109 27 August 2010
Final dmdend for 2009 150p €0293 21 May 2010
Intenm ddend for 2009 54p €0107 28 August 2009
Final dvdend for 2008 150p €0 290 22 May 2009
Intenm drvdend for 2008 53p €0114 29 August 2008 _—
[»]
*Proposed dividend, to be submitted for approval at the respective Annual General Meetings of Reed Elsevier PLC and Reed Elsewier NV n April 2011 g
B
g
per PLC ADR per NV ADR Payment date
Final dwvdend for 2010 - b 24 May 2011
Intenm dmwidend for 2010 $0 33480 $0 23512 3 September 2010
Final dvdend for 2009 $0 86010 $0 62137 28 May 2010
Intenm dmdend for 2009 $0 35164 $0 26060 4 September 2009
Final dvidend for 2008 $0 94782 $0 68679 1 June 2009
Intenm dvidend for 2008 3038743 $0 28473 5 September 2008
* Payrment will be determined using the appropnate £/US$ and €/US$ exchange rate on 17 May 2011
3
3
g
g
3
2
g
3
5
:
8
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Principal operating locations

Reed Elsevier

1-3 Strand

London WC2N 5JR, UK
Tel +44(0)20 7830 7077
Fax +44 (0)20 7166 5799

Radarweg 29

1043 NX Amsterdam

The Netherlands

Tel 431 (0)20 485 2222
Fax +31(0)20 485 2032

125 Park Avenwe, 23rd Floor
New York, NY 10017, USA
Tel +1212 3098100

Fax +1212 309 8187

For further nformation or contact details, please consult
our website www reedelsevier com

Elsevier

Radarweg 29

1043 NX Amsterdam
The Netherlands
www elsevier com

The Boulevard, Langford Lane
Kidhngton, Oxford OX5 1GB, UK

1600 John F Kennedy Bivd
Surte 1800, Philadelphia
PA 19103, USA

www us elsewierhealth com

3251 Rverport Lane
Maryland Heights, MO 63043, USA

LexisNexis Legal & Professional
125 Park Avenue, 23rd Floor

New York, NY 10017, USA

www lexisnexis com

9443 Sprningboro Pike
Miamisburg, OH 45342, USA

Halsbury House, 35 Chancery Lane
London WC2A 1EL, UK
www lexisnexis co uk

LexisNexis Risk Solutions
1000 Alderman Drve
Alpharetta, GA 30005, USA

Reed Exhibitions

Gateway House, 28 The Quadrant
Richmond, Surrey TWS 1DN, UK
wWww reedexpo com

Reed Business Information
Quadrant House, The Quadrant
Sutton, Surrey SM2 5AS, UK
www reedbusiness co uk

Elsevier Reed Finance BV
Radarweg 29

1043 NX Amsterdam

The Netherlands

Tal  +31 (0)20 485 2222
fFax +31 (0)20 485 2032
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Notes
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