Daily Mail and General Trust plc
Annual Report and Accounts
30th September, 2001

Providing media products and
services to meet the changing
needs of our customers

LRV

DMGT



01

02
04
05
06
10
14
16
20
22
24
25
28

Corporate Profile

and Financial Highlights
Chairman's Statement

Group Structure

Chief Executive’s Review
Associated Newspapers
Northcliffe Newspapers
Euromoney Institutional Investor
Broadcasting

dmg world media

DMG Information

DMGT and the Community
Financial and Treasury Review
Board of Directors

29
30
32
37
38
39
40
41

42
43
45
52
54
74
77
79
80

Directors’ Report

Corporate Governance
Remuneration Report

Report of the Auditors

Group Profit and Loss Account
Group Cash Flow Statement

Group Balance Sheet

Statement of Group Total Recognised
Gains and Losses

Company Balance Sheet
Accounting Policies

Notes to the Profit and Loss Account
Notes to the Cash Flow Statement
Notes to the Balance Sheets
Principal Subsidiaries

Five Year Financial Summary
Shareholder Information

Notice of Meeting

IBC DMGT Websites



26
Daily Mail and General Trust plc
Financial and Treasury Review

160 1997

Graph 3 Operating profit (before amortisation and
impairment of intangible assets and exceptional

items) by activity £m 120

M National newspapers and related activities 100

M Regional newspapers and related activities 80 -
Euromoney [ [ ] ‘
Broadcasting 40 - - -
Exhibitions and related activities 20 . - -
Education and information publishing 0 - - -
Other activities 20

Graph 4 Cash Flows and Net Debt £m A Inflows £340.9m

A B

M Operating activities £312.1 [l Capital expenditure £93.8

I Disposals £24.3 M Acquisitions £188.0
Investments £15.2
Taxation £43.7
Interest and dividends £89.5
Treasury hedges £1.0
Other non-cash £4.4

S

50 100 150 200 250

B Outflows £431.2m

0 50 100 150 200 250

The analysis of operating profit by activity is shown in graph 3, before
charging amortisation and impairment of intangible assets and exceptional
items. This shows that the newspaper and education and information
publishing divisions achieved underlying increases in profitability. For the
national newspapers, this was partly due to a substantial reduction in start-up
losses at Metro. The education and information publishing division again grew
strongly. The other divisions had reduced profitability: Euromoney suffered
from weak financial advertising markets and the exhibition division had

a mixed year, establishing itself in its three chosen sectors. There was a
substantial reduction in operating profit from the broadcasting division due
to a combination of Teletext investing in the development of new services,
start up losses at new stations in Australia and the sale last year of our UK

and European radio stations.

Profit before Tax

The contribution from associates declined from a loss of £1 million to one

of £14 million. Adjusting for amortisation of goodwill and exceptional costs,
there was a decline from profits of £4.4 million to £0.4 million. This includes the
contribution from George Little Management, acquired by dmg world media in
November 2000, which was partly offset by its share of the losses of Whereoware,
the internet portal for the gift industry in which the Group invested in the
same month. Whilst the Group's adjusted contribution from GWR Group plc
grew, the line also includes the Group's share of losses of early stage
businesses, such as Zoom and Fish4.

Profits on sale of fixed assets amounted to £1.2 million, mainly from the sale

of a surplus property. The loss on disposal of businesses comprised a loss on
the disposal and closure of certain exhibition division businesses, partly offset
by a profit on the sale of Johansens, the publisher of Hotel Guides in August.
The Group also wrote off investments of £1.5 million.

Net interest payable and similar charges fell slightly to £69 million. Net interest
payable was a little higher due to a higher average level of debt, whilst other
financing charges fell due to lower deferred consideration outstanding and

the absence this year of premia on redemption of debt.

The reported profit before tax of £83 million was 53% down on last year’s figure.
Excluding amortisation and other items which we regard as exceptional, the
adjusted figure was a profit of £178 million, down 7% on last year, due primarily
to challenging trading conditions. In total, the net cost of new projects charged
against pre-tax profits amounted to approximately £70 million, which was
comparable with last year’s level. This covered a wide range of ventures
including internet developments, Metro and the launch costs of new

radio stations.
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The tax charge of £37 million represents 45% of profit before tax and 25% of
profit before amortisation. The underlying rate of tax was 30.5%, lower than
last year's restated level and close to the corporate tax rate in the UK, where
the Group currently makes most of its profit. In fact, the Group’s effective tax
rate in the UK is a little higher than this due to expenditure that is disallowed
for tax purposes. This is offset by a lower rate of tax on our US profits, largely
due to deductions in certain circumstances for amortisation of goodwill. The
reported tax rate was lower due to a reassessment of tax provisions relating
to prior years.

Cash Flow and Net Debt
Net debt rose during the year from £785 million to £875 million, an increase
of £90 million.

Graph 4 summarises the Group’s sources and use of funds during the year.
The net cash inflow from trading was £312 million, which represented 105%
of operating profit before depreciation and amortisation and impairment of the
intangible assets. Capital expenditure of £94 million was significantly higher
than last year's level, due to the start of the five-year programme to enhance
the Group's presses. Acquisitions, net of disposal proceeds, cost £185 million,
with the largest items being £49 million for the George Little Management
acquisition referred to above, and £25 million to acquire a new FM radio
licence in Melbourne. Net cash inflows from financing included £11 million,
received from GWR, being its 25% share of the increased funding of DMG
Radio, Australia. The net tax payment of £43 million continues to reflect the
transitional move to quarterly current year tax payments in the UK.

With the higher level of debt, the Group’s interest cover ratio fell as expected
from 4.9 times to 4.5 this year. We consider this is a comfortable ratio, particularly
given the Group’s continued holding of shares in Reuters Group plc which,

at the year end, had a value of £77 million.

The Group has sufficient committed debt facilities to meet its foreseeable
requirements. The shortest commitments are for just under four years, and
£490 million does not come up for repayment for ten to twenty years.

Treasury Policies

The following paragraphs are designed to meet the requirements of FRS

13, the standard on derivatives and financial instruments. Detailed treasury
information is given in Note 28 to the balance sheets. DMGT aims to have
sufficient liquidity to meet both operational and capital cash flows and to
impose the minimum cash constraints on the management and operation of
the Group. Financial instruments, including derivatives, are used by the Group
in order to manage the principal financial risks that arise in the course of
business. These risks are liquidity or funding risk, foreign exchange risk, interest
rate risk and counterparty risk. The instruments are used within the parameters
set by the Finance Committee of the Board, and are not traded for a profit.
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Overview

The Group has adequate committed debt finance to meet current trading
requirements, with over £100 million of unutilised facilities with a minimum
term of just under four years. Foreign exchange risk is not a large issue for the
Group as the majority of its businesses are domestic. A prudent level of fixed
interest rate debt reduces the impact of interest rate fluctuations.

(a) Liquidity Risk

It is the Group’s policy to have sufficient surplus borrowing headroom such
that its development is not constrained. The Group is funded by a mixture

of equity, debt, and retained profits. Debt consists mainly of committed bank
facilities and bonds. The committed bank facilities provide the Group with
flexibility for operational requirements and acquisitions. Uncommitted and
overdraft facilities are also utilised. The bonds currently in issue consist of
three tranches of sterling Eurobonds and one tranche of sterling deep-discount
bonds, exchangeable for shares in Reuters Group plc. Maturities of debt are
spread in order to avoid the requirement for significant repayments at any
point in time, as shown in Graph 6. Surplus funds are kept to a minimum;
when they do arise, they are generally deposited in money market accounts
with banks that provide bilateral credit lines.

Covenants on debt instruments are kept to a minimum, even if this results

in marginally higher interest costs. In addition external finance is unsecured
and is usually an obligation of the central holding companies rather than of
trading subsidiaries. This gives management maximum flexibility to run the
business without the distraction of meeting short term financing requirements.

(b) Foreign Exchange Risk

(i) Transaction Risk

Most of the Group’s businesses do not transact cross-border: hence multi-
currency transaction risk is not substantial. The main exception is Euromoney
and its subsidiaries whose receipts are mainly US dollars and payments
principally sterling. Euromoney has a series of US dollar forward sale contracts
in place up to 12 months forward. Other than Euromoney there were no foreign
currency contracts in existence that hedge revenues or costs.

The sterling value of capital expenditure in foreign currency is fixed using
forward currency purchases. These were immaterial at the year end.

(ii) Translation Exposure

Borrowings are principally incurred in sterling, US dollars and Australian
dollars. Generally, the proportion of foreign currency debt (after allowing for any
hedging instrument) to total net debt was approximately equal during the year
to the proportion of foreign operating profit, compared to total Group operating
profit. This is expected to continue.

(c) Interest Rate Risk

The Group aims to have approximately 70% to 80% of its net debt as fixed
interest rate liabilities. The predictability of interest costs is deemed to be
more important than the possible opportunity cost foregone of achieving lower
interest rates. Borrowings are made in a small number of desired currencies
at either fixed or floating rates. Interest rate swaps, caps and collars are used
to help attain the Group’s target level of fixed interest rate debt, the maturity
dates of these instruments are spread in order to avoid basis, or interest rate,
risk and also to negate short-term changes in interest rates. At the year end,
fixed interest rate debt represented approximately 81% of total net debt. This
excess was in anticipation of the £45 million acquisition of Loot, completed
on the day after the year end which pushed the ratio back to 77%.

(d) Counterparty Risk

The Group has a policy for net deposit exposure whereby limits are set for
banks with long term credit ratings of ‘AA’ or better, and a lower limit for
single ‘A’ rated banks. Except in exceptional circumstances, institutions below
this rating are not used for deposits. As regards other financial instruments,
the Group is exposed to credit related losses in the event of non-performance
by its counterparties; the Group does not, however, expect any counterparties
to be unable to meet their obligations. Counterparties and their credit ratings
are regularly reviewed by Group Treasury.

Introduction of the Euro

The introduction of the Euro into certain European countries on 1st January,
1999 had only a limited impact on the Group. The replacement of the local
currencies of some of the European Union countries on 1st January, 2002 is
similarly expected to have minimal impact on the Group. Euromoney is the
only Group business with significant European cross-border trade and with

a ‘Euroland’ subsidiary, its Adhesion convention business. Most of the Group’s
other businesses trade primarily within their own borders.

Going Concern

The Directors have continued to adopt the going concern basis for the
preparation of the financial statements. This has been done since, after
considering relevant information, they have a reasonable expectation that the
Company and the Group have adequate resources to continue in operational
existence for the foreseeable future.

Peter Williams
Finance Director
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Board of Directors

The Viscount Rothermere 1§
Chairman

Aged 34. Joined the Board

in 1995 and the Group in
1994. He was appointed
Chairman in 1998. He is

a director of Euromoney
Institutional Investor plc and
of the Fleming Mercantile
Investment Trust plc. He was
formerly managing director
of the Evening Standard and
of the Courier Printing &
Publishing Company.

CJF Sinclair §

Chief Executive

Aged 53. Joined the Board
in 1988. He was appointed
Chief Executive in 1989,
having joined the Group

in 1975. He is a director

of Euromoney Institutional
Investor plc, Reuters Group
plc and of Schroders plc.

J P Williams, FCA §
Finance Director

Aged 48. Joined the Board
as Group Finance Director in
1991 and the Group in 1982
as a Chartered Accountant.
He is a director of GWR
Group plc and of Euromoney
Institutional Investor plc.

J G Hemingway *t1

Aged 70. Joined the Board in
1978. He is an independent
solicitor.

Sir Patrick Sergeant*

Aged 77. Joined the Board

in 1983. He was City Editor
of the Daily Mail from 1960 to
1984 and formerly chairman
of Euromoney Institutional
Investor plc of which he is
now president and a director.

Board of Directors

SM Gray *t1 §

Aged 67. Joined the Board in
1985. He was senior partner
of Dixon Wilson, Chartered
Accountants, and is chairman
of the Audit Committee. He
was formerly a director of
British Biotechnology plc.

N H Hakkarainen *%
(Finnish)

Aged 73. Joined the Board
in 1990. He was formerly
managing director of United
Paper Mills in Finland.

| G Park, CBE *t

Aged 66. Joined the Board
in 1994. He is chairman

of Northcliffe Newspapers.
He was formerly President
of the Newspaper Society
and chairman of the

Press Association.

P Coté *

(Canadian)

Aged 75. Joined the Board
in 1994. He was chairman of
Canadian Celanese Inc. and
is a director of a number of
major Canadian companies.
Retiring after the Annual
General Meeting in
February 2002.

F P Lowy, AO *
(Australian)

Aged 71. Joined the Board
in 1994. He is chairman of
Westfield Holdings, a major
shopping centre company
with interests primarily in
Australia, the United States
and the United Kingdom.
He is also a member of the
Board of the Reserve Bank
of Australia.

D M M Dutton §

Aged 59. Joined the Board in
1997. He advises the Group
on property matters. He is
also chairman of a number
of mainly early stage
companies.

Professor K Schwab *
(German)

Aged 63. Joined the Board
in 1998. He is president of
the World Economic Forum,
a not-for-profit foundation,
based in Geneva,
Switzerland.

P M Dacre

Aged 53. Joined the Board in
1998. He has been editor of
the Daily Mail since 1992 and
editor-in-chief of Associated
Newspapers since 1998.

P M Fallon

(Irish)

Aged 55. Joined the Board
in 1999. He is chairman of
Euromoney Institutional
Investor plc and a non-
executive director of Allied
Irish Banks plc. He joined
Euromoney as editor in 1974
and was managing director
from 1985 to 1992.

C W Dunstone*

Aged 37. Joined the Board
in December 2001. He is
founder, chairman and chief
executive of the Carphone
Warehouse Group plc and

a non-executive director

of HBOS plc.

N D Jennings, FCA
Secretary

Aged 42. Appointed
Company Secretary in 1999,
having joined the Group

in 1988.

* Non-executive

T Member of the
Audit Committee

¥ Member of the
Remuneration and
Nominations Committee

§ Member of the Risk
Committee
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