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GENERAL INSTRUCTIONS
A. RuleastoUseof Form 6-K.

This form shall be used by foreign private issuers which are required to furnish reports pursuant to Rule 13a-16 or | 5d-16 under
the Securities Exchange Act of 1934,

B. Information and Documentation Required to be Furnished.

Subject to General Instruction D herein, an issuer furnishing a report on this form shall furnish whatever information, notrequired
to be furnished on Form 40-F or previously furnished, such issuer (i) makes or is required to make public pursuant to the law of the
jurisdiction of its domicile or in which it is incorporated or organized, or (ii) files or is required to file with a stock exchange on which
its securities are traded and which was made public by that exchange, or (iii) distributes or is required to distribute to its security
holders.

The information required to be furnished pursuant to (i), (ii) or (iii) above is that which is material with respect to the issuer and
its subsidiaries concerning: changes in business; changes in management or control; acquisitions or dispositions of assets;
bankruptcy or receivership; changes in registrant’s certifying accountants; the financial condition and results of operations; material
legal proceedings; changes in securities or in the security for registered securities; defaults upon senior securities; material increases
or decreases in the amount outstanding of securities or indebtedness; the results of the submission of matters to a vote of security
holders; transactions with directors, officers or principal security holders; the granting of options or payment of other compensation
to directors or officers; and any other information which the registrant deems of material importance to security holders.

This report is required to be furnished promptly after the material contained in the report is made public as described above.
The information and documents furnished in this report shall not be deemed to be “filed” for the purposes of Section 18 of the Act
or otherwise subject to the liabilities of that section.

If a report furnished on this form incorporates by reference any information not previously filed with the Commission, such
information must be attached as an exhibit and furnished with the form.

C. Preparation and Filing of Report.

(1) The Form 6-K report shall consist of a cover page, the report or document furnished by the issuer, and a signature page.
Anissuer must submit the Form 6-K report in electronic format via the Commission’s Electronic Data Gathering, Analysis,
and Retrieval (EDGAR) system in accordance with the EDGAR rules set forth in Regulation S-T (17 CFR Part 232) except
as discussed below. An issuer submitting the Form 6-K in electronic format must provide the signatures required for the
Form 6-K report in accordance with Regulation S-T Rule 302 (17 CFR 232.302). For assistance with technical questions about
EDGAR ortorequest an access code, call the EDGAR Filer Support Office at (202) 942-8900. For assistance withthe EDGAR
rules, call the Office of EDGAR and Information Analysis at (202) 942-2940

(2) Anissuer may submit a Form 6-K in paper under:

e Regulation S-TRule 101(b)(1) (17 CFR 232.101(b)(1)) ifthe sole purpose of the Form 6-K is to furnish an annual report
to security holders;

e Regulation S-T Rule 101(b)(7)to provide areport or other document that the issuer must furnish and make public under
the laws of the jurisdiction in which it is incorporated, domiciled or legally organized (the issuer’s “home country™),
or under the rules of the home country exchange on which the issuer’s securities are traded, as long as the report or
other document is not a press release, is not required to be and has not been distributed to the issuer’s security holders,
and, if discussing a material event, including the disclosure of annual audited or interim consolidated financial results,
has already been the subject of a Form 6-K submission or other Commission filing on EDGAR; or

o ahardship exemption provided by Regulation S-T Rule 201 or 202 (17 CFR 232.201 0r 232.202).

Note to paragraph (2): An issuer that is or will be incorporating by reference all or part of an annual or other report to security
holders, or of any part of a paper Form 6-K, into an electronic filing must file the incorporated portion in electronic format as
an exhibitto the filing in accordance with Regulation S-T Rule 303(b) (17 CFR 232.303(b)).

(3) When submitting a Form 6-K in paper under one of the above rules, an issuer must check the appropriate box on the cover
page of the Form 6-K. When submitting a Form 6-K in paper under a hardship exemption, an issuer must provide the legend
required by Regulation S-T Rule 201(a)(2) or202(c) (17 CFR 232.201(a)(2) or 232.202(c)) on the cover page of the Form 6-
K.



(4) Anissuer furnishing the Form 6-K in paper under one of the above rules, or as otherwise permitted by the Commission, must
deposit with the Commission eight complete copies of the Form 6-K report. An issuer must also file at least one complete
copy of the Form 6-K with each United States stock exchange on which any security of the issuer is listed and registered
under Section 12(b) of the Exchange Act. The issuer must have signed at least one of the paper copies deposited with the
Commission and one filed with each United States stock exchange in accordance with Exchange Act Rule 12b-11(d) (17 CFR
240.12b-11(d)) when submitting the Form 6-K in paperto the Commission. An issuer submitting the Form 6-K in paper must
also conform the unsigned copies. When submitting the Form 6-K in electronic format to the Commission, an issuer may
submit a paper copy containing typed signatures to each United States stock exchange in accordance with Regulation S-
TRule 302(c) (17 CFR 232.302(c)).

(5) XBRL-Related Documents. Only a registrant that prepares its financial statements in accordance with Article 6 of Regulation
S-X (17 CFR 210.6-01 et seq.) is permitted to participate in the voluntary XBRL (eXtensible Business Reporting Language) program and,
as a result, may submit XBRL-Related Documents (§232.11 of this chapter). XBRL-Related Documents submitted as an exhibit to a Form
6-K must be listed as exhibit 100. Rule 401 of Regulation S —T (§232.401 of this chapter) sets forth further details regarding eligibility to
participate in the voluntary XBRL program.

(6) Interactive Data File. An Interactive Data File (§232.11 of this chapter) is:

(a) Required to be submitted and posted. Required to be submitted to the Commission and posted on the registrant’s corpo-
rate Web site, if any, in the manner provided by Rule 405 of Regulation S-T (§232.405 of this chapter) and, as submitted, listed as exhibit
101, if the registrant does not prepare its financial statements in accordance with Article 6 of Regulation S-X (17 CFR 210.6-01 et seq.)
and is described in subparagraph (a)(i), (ii) or (iii) of this paragraph (6), except that an Interactive Data File: first is required for a periodic
report on Form 10-Q (§249.308a of this chapter), Form 20-F (§249.220f of this chapter) or Form 40-F (§249.240f of this chapter), as
applicable; and is required for a Form 6-K (§249.306 of this chapter) only when the Form 6-K contains either of the following: audited
annual financial statements that are a revised version of financial statements that previously were filed with the Commission that have
been revised pursuant to applicable accounting standards to reflect the effects of certain subsequent events, including a discontinued
operation, a change in reportable segments or a change in accounting principle; or current interim financial statements included
pursuant to the nine-month updating requirement of Item 8.A.5 of Form 20-F, and, in either such case, the Interactive Data File would be
required only as to such revised financial statements or current interim financial statements regardless whether the Form 6-K contains
other financial statements:

(i) A large accelerated filer (§240.12b-2 of this chapter) that had an aggregate worldwide market value of the voting
and non-voting common equity held by non-affiliates of more than $5 billion as of the last business day of the second fiscal quarter of
its most recently completed fiscal year that prepares its financial statements in accordance with generally accepted accounting prin-
ciples as used in the United States and the filing contains financial statements of the registrant for a fiscal period that ends on or after
June 15,2009;

(ii) A large accelerated filer not specified in subparagraph (a)(i) of this paragraph (6) that prepares its financial
statements in accordance with generally accepted accounting principles as used in the United States and the filing contains financial
statements of the registrant for a fiscal period that ends on or after June 15, 2010; or

(iii) A filer not specified in subparagraph (a)(i) or (ii) of this paragraph (6) that prepares its financial statements in
accordance with either generally accepted accounting principles as used in the United States or International Financial Reporting
Standards as issued by the International Accounting Standards Board, and the filing contains financial statements of the registrant for
a fiscal period that ends on or after June 15, 2011.

(b) Permitted to be submitted. Permitted to be submitted to the Commission in the manner provided by Rule 405 of Regulation
S-T(§232.405 ofthis chapter) if the:
(i) Registrant prepares its financial statements:
(A) In accordance with either:
(1) Generally accepted accounting principles as used in the United States; or
(2) International Financial Reporting Standards as issued by the International Accounting Standards
Board; and
(B) Not in accordance with Article 6 of Regulation S-X (17 CFR 210.6-01 et seq.); and
(ii) Interactive Data File is not required to be submitted to the Commission under subparagraph (a)(i) of this paragraph
(6).
(c) Not permitted to be submitted. Not permitted to be submitted to the Commission if the registrant prepares its financial
statements in accordance with Article 6 of Regulation S-X (17 CFR 210.6-01 et seq.).

D. Treatmentof Foreign Language Documents.



(1) An issuer must submit the Form 6-K report in electronic format in the English language in accordance with Regulation S-
T Rule 306 (17 CFR 232.306) and Exchange Act Rule 12b-12(d) (17 CFR 240.12b-12(d)), as referenced in Regulation S-T Rule 306(a)
(17 CFR 232.306(a)), except as otherwise provided by this Form. An issuer submitting the Form 6-K in paper must meet the requirements
of Exchange Act Rule 12b-12(d) (17 CFR 240.12b-12(d)). In accordance with, or in addition to, the list of documents specified in
Exchange Act Rule 12b-12(d)(2) (17 CFR 240.12b-12(d)(2)), an issuer must provide a full English translation ofthe following documents
furnished under cover of Form 6-K whether submitted electronically or in paper:

@)

3)

4)

e press releases;

e communications and other documents distributed directly to security holders for each class of securities to which a
reporting obligation under Exchange Act Section 13(a) or 15(d) pertains, except for offering circulars and prospectuses
that relate entirely to securities offerings outside the United States (“foreign offerings™); and

o documents disclosing annual audited or interim consolidated financial information.

In addition to the documents specified in Exchange ActRule 12b-12(d)(3) (17 CFR 240.12b-12(d)(3)), an issuer may furnish
under cover of Form 6-K, whether submitted electronically or in paper, an English summary instead of a full English
translation of a report required to be furnished and made public under the laws of the issuer’s home country or the rules
of the issuer’s home country stock exchange, as long as it is not a press release and is not required to be and has not been
distributed to the issuer’s security holders. Such a document may include a report disclosing unconsolidated financial
information about a parent company.

Anissuer is notrequired to submitunder cover of Form 6-K an offering circular or prospectus that pertains solely to a foreign
offering, even when an English translation or English summary is available, if the issuer has already submitted a Form 6-
K or filed a Form 20-F or other Commission filing on EDGAR that reported material information disclosed in the offering
circular or prospectus. If an issuer has not previously disclosed this material information to the Commission, it may submit
in electronic format under cover of Form 6-K an English translation or English summary ofthe portion of the foreign offering
circular or prospectus that discusses the new material information.

Any submitted English summary must meet the requirements of Exchange Act Rule 12b-12(d)(3)(ii) (17 CFR 240.12b-
12(d)(3)(ii)). An issuer may submit the unabridged foreign language report or other document along with the English
summary or English translation as permitted by Regulation S-T Rule 306(b) (17 CFR 232.306(b)) for electronic filings and
Exchange Act Rule 12b-12(d)(4) (17 CFR 240.12b-12(d)(4)) for paper filings.
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Chairman’s statement

Anthony Habgood
Chairman
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We continued to strengthen our balance sheet while maintaining
organic investment and sharpening the focus of our business.
Weare recommending a 7% increase in the full year dividends for
both Reed Elsevier PLC and Reed Elsevier NV, reflecting our
confidence in the long term outlook for Reed Elsevier.

Underlying revenues, which exclude the effects of currency
translation, acquisitions and disposals, grew +4%, or +3% excluding
the cycling effect of biennial exhibitions, with all five business areas
contributing to underlying growth. Our reported revenues grew
+2%to £6,116m expressed insterlingand +9%to £7,523m
expressedineuros, or up+3% at constant exchange rates.

Underlying adjusted operating profits grew +6%, with the
improvementin profitability driven by a combination of process
innovationand portfolio development across all business areas.
Expressedinsterling, adjusted operating profits grew +5%to
£1,713m, or+13%t0 €2,107m expressed in euros.

Adjusted earnings pershare grew +7%to 50.1p for Reed Elsevier
PLC, and +14% to €0.95 for Reed Elsevier NV. Reported earnings
pershare grew +42% to 46.0p for Reed Elsevier PLC, and +53%
to €0.471 for Reed Elsevier NV.

Share buybacks

During the year we disposed of a number of businesses that no
longerfitourstrategy and used the gross proceeds to buy back
shares. In 2012 we deployed a total of £250m on share buybacks,
and by the end of February 2013 we had deployed an additional

£100m. Based on our strong financial position and planned
disposals weintend to complete a further £300m of share
buybacks inthe remainder of 2013.

Dividends

The Boards are recommending equalised final dividends of 17.0p
for Reed Elsevier PLC and €0.337 for Reed Elsevier NV, up
respectively 7% and 3% against the prioryear. This brings the total
dividends for the year to 23.0p for Reed Elsevier PLC, up 7% and
€0.467 for Elsevier NV, also up 7%. The differing growth rates of
the interim and final dividends for the two parent companies
reflect movements in the sterling-euro exchange rate between
dividend announcement dates.

Balance sheet

Netdebtwas £3.1bn/€3.8bn on 31 December 2012, down from
£3.4bn/€4.bn lastyear. Net debt/EBITDA for 2012 was 2.2x,

down from 2.3x lastyear, and on an unadjusted basis, itwas 1.7x,
downfrom 1.8x lastyear. The rate of adjusted operating cash flow
conversionwas 94%, up from 93%in 2011, with capital expenditure
at5.5% of revenues.

Board succession

InDecember, our longstanding Chief Financial Officer, Mark
Armourretired from the Boards of Reed Elsevier. lwould like to
thank him for his outstanding service over 16 years and wish him
everygoodfortune inretirement. Following a rigorous search
process, Duncan Palmer joined in August and was appointed
Chief Financial Officer in November. He was previously at

Owens Corning where he was chief financial officer and seniorvice
president from 2007 having previously held various senior finance
positions within Royal Dutch Shell for 20 years in the UK, the
Netherlands and the US. fwould like to welcome Duncan to our
Boards. His enormous breadth of global business experience,
gained while living in our three largest office locations, makes him
uniquely qualified to be Chief Financial Officer of Reed Elsevier,

During the year, we also continued the process of progressively
refreshing the non-executive element of the Boards. Mark Elliott
and Sir David Reid will retire as non-executive Directors after ten
years of valuable service following the conclusion of the Annual
General Meetings in April 2013. After a search process using
external consultants, Linda Sanford joined the Boards in
December. She has over 35years’ experience asa global
executive with IBM and, with her experience particularly in
leveraging technology to achieve business transformation, she

is already proving to be avaluable non-executive Director. After
afurthersearch, in February 2013 we announced that Dr Wolfhart
Hauser willjoin the Boards subjectto shareholder approval atour
AGMs in April. With his more than 30 years service in executive
and non-executive positions in international technology and
services businesses and his background in science and medicine,
he willbe an excellent additionto our Boards. | would like to thank
Mark and David for their wise advice and assistance over many
yearsand towelceme Linda and Wolfhart to Reed Elsevier.

Corporate responsibility

Ourfocus on corporate responsibility is a source of strength for
Reed Elsevier. I fully supportallour efforts to ensure the highest
levels of ethical management. Our actions indicate thatwe are
implementing our commitment to increase the diversity of our
Boards.

Anthony Habgood
Chairman
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2012 Financial highlights

OVERVIEW
REEDELSEVIER

Underlying revenue up 4% (3% excluding biennial exhibition cycling)

Underlying adjusted operating profit up 6%; up 6% at constant currencies

Adjusted EPS up 7% to 50.1p for Reed Elsevier PLC; up 14% to €0.95 for Reed Elsevier NV

Reported EPS up 42% to 46.0p for Reed Elsevier PLC; up 53% to €0.90 for Reed Elsevier NV

Fullyear dividend up 7% to 23.0p for Reed Elsevier PLC and up 7% to €0.467 for

Reed Elsevier NV

Return oninvested capital up by 0.7 percentage pointsto 11.9%

Net debt £0.3bn lower at £3.1bn; 2.2x EBITDA pensions and lease adjusted (1.7x unadjusted)

£m £€m
Underlying Growth +4%

6902 1823

201 2012 20m 2012

£m €m

Underlying Growth +6%

1626 B3 1870

20M 2012 2011

2,107

Adjusted EPS Dividend
pence pence

Growth +7% Growth +7%
46’7 56-1

2155 23.00

2011 2012

Adjusted EPS Dividend
€ €

Growth +14%

0.83 0.95

Growth +7%
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£ € Change at
2012 20M 2012 20m constant Change
Fortheyearended 31 December £m £m Change €m €m Change  currencies  underlying
Revenue 6,116 6,002 +2% 7,523 6,902 +9% +3% +4%
Operating profit 1,358 1,205 +13% 1,670 1,386 +20% +13%
Profit before tax 1,187 948 +25% 1,460 1,090 +34% +26%
Net profit 1,069 760 +41% 1,315 874 +50% +40% e
Netborrowings 3,127 3,433 3,846 4,119 2
@
z
£ € Change at %
2012 2011 2012 2011 caonstant Change 2
Fortheyearended31 December £m £m Change £€m £m Change  currencies  underlying
Operating profit 1,713 1,626 +5% 2,107 1,870 +13% +6% +6%
Operating margin 28.0% 27.1% +0.9%pts 28.0% 27.1%  +0.9%pts
Profit before tax 1,497 1,391 +8% 1,841 1,600 +15% +8%
Net profit 1,138 1,060 +7% 1,400 1,219 +15% +8%
Operating cash flow 1,603 1,515 +6% 1,972 1,742 +13% +7%
Operating cash flow conversion 946% 93% 94% 93%
Return oninvested capital 11.9% 11.2%  +0.7%pts 11.9% 11.2% +0.7%pts
il
Reed Elsevier PLC Reed Elsevier NV Changeat 3
constant g,
2012 2011 Change 2012 201 Change  currencies )
Adjusted earnings per share 50.1p 46.7p +7% €0.95 €0.83 +14% +8%
Reported earnings pershare 46.0p 32.4p +42% £0.90 €0.59 +53%
Ordinary dividend per share 23.00p 21.55p +7%  €0.467 €0.436 +7%
The Reed Elsevier combined businesses encompass the businesses of Reed Elsevier Group plc and Elsevier Reed Finance BY, together
with their two parent companies, Reed Elsevier PLC and Reed Elsevier NV {the "Reed Elsevier combined businesses”]. The results of
Reed Elsevier PLC reflectits shareholders’ 52.9% economicinterest in the Reed Elsevier combined businesses. The results of Reed
Elsevier NV reflectits shareholders’ 50% economic interest in the Reed Elsevier combined businesses. The respective economic
interests of the Reed Elsevier PLC and Reed Elsevier NV shareholders take account of Reed Elsevier PLC's 5.8% indirect interest @
inReed Elsevier NV. 3
Adjusted and underlying figures are additional performance measures used by management and are reconciled to the reported figures %

innote 10to the combined financial statements and note 9 to the respective parent company financial statements. Underlying growth
rates are calculated at constant currencies, and exclude the results of all acquisitions and disposals made in both the year and prior
yearand assets held for sale. Constant currency growth rates are based on 2011 full year average and hedge exchange rates.
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4 OVERVIEW
CHIEFEXECUTIVEOFFICER'S REPORT

Chief Executive Officer’s report

Strategicdirection

Qur strategyisto become atrue professionalinformation
solutions provider. A company thatdeliversimproved outcomes
toprofessional customersacross industries, to help them make
better decisions, get better results and be more productive.

We aim to dothis by leveraging deep customer understanding

to combine content & data with analytics & technology inglobal
platforms. Our solutions often account for about 1%-of our
customers total cost base but can have asignificant; positive,
impatton the remaining 99%. We seek to build leading positions
inlong term global growth markets by leveraging our institutional
skills, assets & resources across Reed Elsevier, both to build
solutions forour customers and to pursue costefficiencies.

We are continuing to systematically migrate towards this type of
business across all of Reed Elsevier, primarily through organic

, ‘ : investment. We supplement our organic developmentwith
rik Engstrom selective acquisitions, when we are the naturalowner and can
GCWV@ Officer \ accelerate our strategy with good returns. We continue to divest
assetsthatwe are not able to migrate orwhere wedo not see
significant future value creation for Reed Elsevier,

Iy 2002 we

Byfocusing on evolving the fundamentals of our business we
believe that, over time, we willimprove the business profite of
Reed Elsevier and the quality of our earnings. Thiswilllead to
more predictable revenues through a better asset mixand
geographic balance; a higher growth profile by expanding in
higher growth segments, exiting from structurally challenged
businesses and gradually reducing the drag fromprintfermat
declines; and improved returns by focusing onorganic
developmentwith strong cash generation.

Overall, we believe that Reed Elsevier has a better business
profiletoday than ithad three years ago, and itis ourohjective to
make surethatit has a better business profile three yearsfrom
nowthanit has today.
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2012 progress

In 2012we made good progress both onour organic
transformation and on reshaping our portfolio. Organically,

we extended our solution sets across customer workflows,
launching new products, and rolling out new technology platforms
and we continued to build out new products in adjacent markets
and geographies.

By the end of 2012 approximately 80% of our revenues were in
ourtargeted formats of electronic and face to face, generating
average underlying revenue growth rates of 5-7%.

We limited our acquisitions to smatl dataand contentassets
across business areas, and assets in high growth markets and
geographies. Over the pastthree years ouraverage annual
acquisition spend has beenaround £300m peryear, just over half
of ourtypical free cash flow after dividends. Only one acquisition in
the past three years has beenin the hundreds of millions of pounds
sterling, Accuity, rightin the intersection of Risk Solutions and
RBl's Major Data Services. Allother individual transactions have
required cash spend in the single digit millions or tens of mitlions
of pounds sterling.

Ouracquisitions have been focused on electronic and face-to-face
formats, with less than 10% of the acquired revenue being in print
format. They have also been heavily weighted towards higher
growth markets and geographies, withonly 10% of acquired
revenue in Europe, and virtually no acquired advertising revenues.

In 2012 we increased our disposal activity, exiting businesses that
are not likely to transform into the type of business thatwe want to
be in, or where we do not see significant future value creation for
Reed Elsevier. We also exited businesses where we have made a
decision nottoinvest further to pursue a global leadership
position, despite having successfully transformed an asset.
Forexample, inrecruitment and pre-employment services,

we deciced to dispose of both our Totaljobs online recruitment
business and our employment screening business.

Overthe lastthree years we have exited businesses with total
revenues of approximately £600m, including significantamounts
of printand advertising related revenues in Europe.

With a strong balance sheet and strong cash flow generation, and
average acquisition spend comfortably covered by free cash flow,
we are able to continue to use the gross cash proceeds from
disposals to buy back shares, to mitigate the EPS dilution
associated with ongoing disposals.

Financial performance

Underlying revenue growth reached +4%, or +3% excluding the
effects of bienniat exhibition cycling. Underlying operating profit
grew +6%, and adjusted earnings per share grew by +8% at
constant exchange rates. Despite continued organicinvestmentin
our business and the completion of a number of small acquisitions,
ourreturn oninvested capitalincreased by another 70 basis points
t0 11.9%. By the end of 2012 we had reduced our net debt/EBITDA
ratio to 2.2 times on a pension and lease adjusted basis, or
1.7times on anunadjusted basis, and we remain inaleverage
range withwhichwe are very comfortable.

Allfive business areas contributed to underlying revenue and
adjusted operating profit growth in 2012,

Elsevier achieved good revenue growth in primary research and
databases & tools across scientific & medical segments, with
particular strengthin emerging markets. Research article
submissions and usage grew double digits. Electronic revenues,
which now account for approximately 70% of total revenues,
grew strongly across all segments.

LexisNexis Risk Solutions’ underlying revenue growth
accelerated slightly in 2012, Solid growth in the Insurance
business was driven by the extension of products and services
acrossinsurance carrier workflows. In Business Services,
anti-money laundering, fraud detection and credit decisioning
solutions all performed well.

The underlying rate of revenue growth improved at Reed Business
information, driven by strong growth from most of our Major Data
Services businesses. Marketing Solutions and Leading Brands
grew modestly, and the rate of decline in Other Business
Magazines & Services moderated. We continued to transform the
businessin 2012, exiting businesses thatno longer fit our strategy.

2009 2010 2011 2012

2012 underlying revenue growth excluding cycling: +3%

Print
-5-~6%

Face toface
7%

Electronic

+5-6%

*excluding cycling
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inDecemberweannouncedthat wearebringing LexisNexis Risk
Solutions and Reed Business Information mare closely together.
We intendtoleverage Risk Solutions strengthsin data, analytics
andtechnologyin combinationwith RBI's broader geographic
footprint anditg industry specific databases.

Underlying revenue growth at Lexishexis Legal & Professional

was positive despite subdued legal markets inthe USand Europe.

Growthwas driven byelectronic revenues, whichaccountfor
approximately 75% of total revenues. tn 2012 we continued to
release newproducts and platformswhich have beenwell
received;

Reed Exhibitions performed strongly in 2012, driven by strong
growthinthe US and Japan, moderate growth in Europe; and
double digit growthin emerging markets. We continued to invest
throughoutthe year launching 30 new shows, and strengthened
our positioninhigh growth markets through partnershipsand
targeted-acquisitions:

Outtook

In 2013 we will remainfocused onthe systematic transformation
of ourbusinessandon improving the quality of our earnings.
While theoutlook for the macroenvironmentandits impact onour
customer marketsis mixed, and 2013 wilt be a ¢ycling outyearfor
ourexhibitions business, we have entered theyearwith positive
momientum, and expect 2013 to be another year of uniderlying
revenue, profit, and earnings growth.

Erik Engstrom
Chief Executive Officer

10.6% 112% i

10.4%
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Pensions and lease adjusted; calculated in
D12 unadjusted netdebt/EBITDA 1, 7x :
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In $c1ent:flc, Technical & Medlcal ma rkets we prowde
_information and tootsm hetpbu&tomers xmpr ove scientific
and hamthcare outcomes.

ScenceDirect  Scopus

In Risk Solutions & Business Information, we provide data,

analytics and insight that enable customerstoevaluateand @@ LexisNexis | mswsions |
manage risks, and develop market intelligence, supporting : C L U E ®
more confident decisions, improved ecanomic outcomes, @Reed Business Information -

antdenhancedoperationalefficiency.

InLegat markets, we areaworldleading provider oflegal,
regulatory and news & business informationandanalysis @ | exisNexis:
tolegal, corporate, government and academic customers.

Lagat & Professional ' = Lexi& Ad )\/a noos S h ) p a f-d 2, S*

In Exhibitions, we are the world's leading events business, S : ni,i# o world ©¢
withalmost 500 events inover 30 countries. Q“ Reed Exhibitions ;ngmmmg 33‘4'(5{ £

2012 20m Change at constant Change
£m £m Change currencies underlying
Revenue
Scientific, Technical & Medical 2,063 2,058 0% +1% +2%
Risk Solutions 926 908 +2% +1% +6%
Business Information 663 695 -5% ~3% +2%
Legal 1,610 1,634 1% -1% +1%
Exhibitions 854 707 +21% +25% +15%*
6,116 6,002 +2% +3% +4%*
Adjusted operating profit
Scientific, Technical & Medical 780 768 +2% +1% +4%
Risk Solutions 392 362 +8% +7% +6%
Business Information 119 110 +8% +10% +10%
Legal 234 229 +2% +4% +4%
Exhibitions 210 167 +26% +30% +20%
Unallocated items {22} {(10)
1,713 1,626 +5% +6% +6%

* +7% excluding biennial exhibition cycling.

**+3% excluding biennial exhibition cycling.

Adjusted operating profitis presented as anadditional performance measure used by management and is stated before amortisationof acquired intangible assets, acquisition
related costs, disposalgains and losses and other non operating items, related tax effects, exceptional prior year tax credits (in 2012 onty} and movements in deferred taxation
assetsand liabilities thatare notexpected to crystallise inthe neartermand include the benefit of taxamortisation where available on acquired goodwill and intangible assets
Adjusted operating profitis also grossed up to exclude the equity share of taxes injointventures. Reconciliations between the reported and adjusted figures are provided in
note 10 to the combined financial statements. Underlying growth rates are calculated at constant currencies and exclude the results of all acquisitions and disposals made in
boththeyearand prioryear and assets held for sale. Constant currency growth rates are based on 2011 full year average and hedge exchange rates

£6116m £1,713m

Scientific, Technical
& Medical

% Scientific, Technicat
& Medical

§¢ Risk Solutions & Risk Solutions

#l Business Information # Business Information
W Legal B Legal

B Exhibitions B Exhibitions
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Scientific, Technical & Medical

Elsevieris theworld's leading provideraf scientific; technicaland
medical informationand serves scientists, health professionals,
andstudents worldwide. lts objective istohelp its customers
advance science andimprove healthcare by providing worldclass
information and innovative information solutions that enable
thern'tomake critical decisions, eénhance productivity, and
improve.outcomes.

Revenues for the year ended 31 December 2012 were £2,063m;
Elsevierisaglobal businesswith principal operationsin
Amsterdam, Beiljing, Boston, Chennal, Delhi, London, Madrid,
Munich, NewYork, Oxford, Paris, Philadelphia, Rio de Janeira,

St Louis, San Diego, Singapore and Tokyo. It has 7,000 employees.

Elsevierservesthe needs of the science, technology and health
markets by publishing primary research, reference, and
educationcontent, as wellas by providing a range of database
andworkflowsolutions. Elsevier’s customersare scientists,
acadermicinstitutions, research leadersandadministrators,
medical researchers, doctors; nurses; allied health professionals
and students, aswellas hospitals, research institutions; health
insurers, managed healthcare organisations, research-intensive
corporations, and governments:All ofthese customersrelyon
Elsevierto provide high quality contentand eriticatinformation
formaking scientificandmedical decisions; toreview, publish,

disseminate and preserve research findings; to create Innovative
toolsto helpfocus research strategies, increase research
effectiveness, improve medical outcomes; and enhance the

efficiencyof healthcare and healthcare education.

Inthe primaryresearch marketduring 2012, over tmresearch
paperswere submittedto Elsevier, a doubledigitincrease onthe
prioryear. Over 10,000 editors managed the peerreviewand
selection-ofthese papers, resulting inthe publicationof more
than 330,000 articlesinalmost 2,000 journals; many of which

are the foremost publications in theirfield and a pricnary point of
reference for newresearch. This contentwas accessed byaround
1m people; with nearly 700m full text article downloads last year.
Contentis provided free oratverylow costin most of theworld's
poorest countries. Elsevier's journals are primarily published and
delivered through the ScienceDirect platform, the world’s largest
database of scientific and medical research, hostingover tIm
articles, and over 11,000 fulltext e-books: Flagship journals
inctude Celland The Lancet families of titles. Elsevier continuously
innovates to improve the utility and effectiveness of its journals.
For example, its "Article of the Future” enhances thetraditional
scientific paper with new and broader types of content, such as
linksto experimental data, related content, and enhanced media
to supplementthe article’s text.

Elsevierisalso a global leader in the scientific, technical and
medicalreference market, providing authoritative and current
professional reference content: While reference has traditionally
beenaprintindustry, Elsevier has beena leader indriving the
shiftfrom printto electronic. Elsevierpublishes over 20,000
referencetitles, with 1,400 newtitles published annually along
with'supporting bibliographic data; indicesandabstracts:
Approximately 85% of thesetitlesare available electronically.
Flagship tittesincludeworks suchas Gray's Ahatomy, Nelsen's
Pediatrics and Netter's Atlas of Human Anatomy.

Oneoftheworld s leading medicaljournals
since1823

CLINICAL

.
Clinicalkey combinesleading reference and
“evidence-based medical contentintoits
fully-integrated clinicalinsightengine

database that suppo
researchers
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Elsevier launched ClinicalKeyin 2012, a product that allows
physicians to access the leading reference and evidence-based
medicine contentin a single, fully-integrated site. ClinicalKey
-includes afull taxonomy and improved smart content search to
help clinicians look up detailed information on highly specific
topics as they seek to answer clinical questions. The platform
covers Elsevier's as well as relevant third-party health content.
ClinicalKey has already been deployed at leading teaching
hospitals, such as Oxford University's John Radcliffe, the
Cleveland Clinic, and the US Department of Veterans Affairs.

In medical education, Elsevier serves students of medicine,
nursing and allied health professions through printand electronic
books, as well as electronic solutions. Forexample, its Evolve
portal provides arich resource to support faculty and students
and now has over 3.5m registered users; Evolve Reach provides
online review and testing tools for nursing and the allied health
professions; Evolve Teach provides online resources and solutions
to support faculty.

Elsevier's database and workflow products provide a range of
tools and solutions for professionals in the science, technical,
and medical fields. Customersinclude academic and corporate
researchers, research administrators and healthcare
professionals.

For academic and corporate researchers, significant products
include Scopus, Geofacets, and Reaxys. Scopus is the largest
abstractand citation database of research literature in the
world, with abstracts and bibliographic information on almost
50m scientific research articles from 19,500 peer reviewed
journals and 5,000 international publishers. Geofacets is an oil and
gas exploration toolwhich packages research-relevant Elsevier
and third-party geological contentand tags that content to enable
rich search functionality. Reaxys is a leading solution for synthetic
chemists, integrating chemical reaction and compound data
searching with synthesis planning.

13

In December 2012, Elsevier acquired Knovel, aweb-based
provider of productivity tools for the engineering community,
integrating technical information with analytics and searchto
deliver trusted answers and drive innovation.

Elsevier serves academic and government research
administrators through its SciVal suite of products that help them
evaluate their institutions’ research performance, determine
research strategies and increase institutional efficiencies.
Leveraging bibliometric data, such as citations from Scopus,
SciVal Spotlight helps institutions and governments to identify
their distinctive research strengths, evaluate performance

and increase the focus of their research and development
investments. Scival Funding assists researchers and institutions in
identifying grants thatare most relevantintheir research areas.

In August 2012, Elsevier bolstered its research management
portfolio by acquiring Atira, a provider of software and tools that
complement the SciVal platform and help academic institutions
and researchersimprove their research outcomes.

For healthcare professionals, Elsevier develops products to
deliver patient-specific solutions at the point of care to improve
patient outcomes. Its clinical solutions include Gold Standard,
which provides critical information on drug interactions to assist
effective treatment, and CPM Resource Center, which provides
adata-driven framework to support nursesinundertaking
procedures.

Elsevier further bolstered its clinical solutions portfolio with the
acquisition in September 2012 of ExitCare, a provider of patient
education and discharge instructions. ExitCare’s products,
incorporated into Elsevier’'s clinical decision support content
and tools, will help healthcare providersimprove the delivery

of healthcare information and services across all care
environments.

£2,063m

Print/Other
32%

Electronic
68%

£2,063m

Rest of World

North America

Europe

FABIAIBAL

o
&
o,
3
0
n
0
o
n
&
o
2

2UBUIBACG MBIATIRIDUBULS

o

UCHEULIGIUT JSU0 PUE STUSWRIRIS BIDURUA




BUSINESS REVIEW
SCIENTIFIC, TECHMICAL & MEDICAL

14

Mackat apbpelusiteg

Scientific Techinicaland Medicalinformation markets have good
long=term growth characteristics: Theimportance of ressarch
anddevelopment toecanomic performance and competitive
positioningiswell understood by governments, academic
institutions and corporations: Thisis reflected inthe long-term
growthinresearch and development spend and in the number
of researchersworldwide: Growthin health marketsisdriven
by ageing populations indeveloped markets, rising prosperity
indeveloping marketsand the increasing focus onimpraving
redicaloutcomes and efficiency. Giventhatasignificant
proportionof scientific researchand healthcareis funded
directlyor indirectly by governments; spending is influenced
bygovernmental budgetary considerations, The commitment
toresearchand health provision does; however, remain high,
eveninmore difficult budgetary environments.

: X :
Elsevier'sstrategicgoal is to lead the way in providing information
solutions thatadvance science and improve health. To achieve
this, Elsevier creates solutions that reflect deep insightinto the
wayits userswark ahd the outcomes they are seeking to achieve:
drives for excellence incontent, service and technology:
constantly adapts and revitalises its products; solutions and
business models;andleveragesits shared resources and
knowledge topramote innovation, efficiency and excellence in
execution.

Foracademicand corporateresearchers; prioritiesareto
continue to strengthen journal brands and the quality of published
articles, andto further improve scientific communication and

user experiencewith our journal content. Elsevieris focusedon
delivering journal content quickly, making itavailable through
differentaccesschannels, and exploring a range of innovative new
business models: Elsevier will also build new services, andadd
greaterfunctionality and utility to existing solutions to improve
researcher productivity,

Faorscienceand health professionals, prioritiesareto continue
enhancing the quality and relevance of our contentand our
workflowtools, while actively managing the ongoing format
shiftfromprinttoelectronicinformation.

Forstudents, priorities are to continue to provide the highest
quality educational contentand tools and to develop an even better
customer experience.Inaddition, Elsevier will develop tools to
track studentperformarnice; trainnew faculty members; and
improve the effectiveness of existing faculty staff,

Businessmodsl, distributiondha g 5
Science and medicalrésearchis principatly dissem
a paid subscriptionbasistothe researchfacilities of academic
institutions; governmentand-corporations and; inthe case of
medical and healthcare journals, also toindividual practitioners
and medical society members: Foranumberof journals,
advertising and promotionalincome represents a small
proportion of revenues predominantly from pharmaceuticat
companiesin healthcaretitles.

£

Overthe past 16years alternative payment modelsforthe
dissemination of research suchas so-called "author-pays opern
access” or "author's-funder=pays” have emerged: While itis
expected that paid subscription will remainthe primary
distribution model, Elsevier has long invested inalternate
business modelstoaddress the needsof customers and
researchers. Over 1,500 of Elsevier’s journals now offer the option
offunding research publishing and distribution via a sponsored
article fee. In addition, Elsevier now publishes around 30
“author-pays” journals.

Electronic products, such as ScienceDirect, Scopus and Clinicalley:
aregenerally sold directtocustomersthrough adedicated sales
force that has offices around the world. Subscription agents
facilitate the sales and administrative process for print journals.
Booksare sold through traditionaland online book stores,
wholesalers and, particularly in medical and healthcare markets,
directlytoendusers.

: Competitionwithin science and medical publishing is generally on
atitle-by-title and product-by-product basis: Competing journals,
books and databases are typically published by learned societies
andother professional publishers. Workflowtools face similar
competition as well as fram software companies and internal
solutions developed by customers.

1.00 102 106 1.08

o
2012

2009 2010 201

Emprove?nent inrelativejournal guality of Elsevier'sportfolio throtugh
attracting the highestquality research! ;
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2012 2011 Change atconstant Change

£m £m Change currencies underlying

Revenue 2,063 2,058 0% +1% +2%
Adjusted operating profit 780 768 +2% +1% +4%

Elsevier achieved good revenue growthin primaryresearch

and databases & tools across scientific & medical segments,
with particular strengthinemerging markets. Researcharticle
submissions and usage grew double digits. Electronic revenues,
which now account for approximately 70% of total revenues,
grew strongly across all segments. Print book and pharma
promotion revenues continued to decline.

Underlying revenues grew +2% and underlying adjusted operating
profits grew +4%.

Good underlying revenue growth in primary research solutions
across the scientificand medical segments was driven by double
digit growth in both submissions and article downloads, with
particularly strong growth in faster growing economies outside
Europe and the US. The number of article submissions to our
journals exceeded Tm for the first time in 2012, with over 11m
users downloading nearly 700m articles during the year.
Elsevier's overall relative impact factor and citation share
continued to grow inthe year as we focused on providing our
customers with high quality content embedded in sophisticated
onlinetools.

Inaddition to good growth in traditional "subscriber-pays” article
volumes, “author-pays”, or “author’s-funder-pays” article volumes
increasedduring the year, albeit froma small base. Asponsored
article optionis currently available in 1,500 of our journals and
30stand-alone journals operate under this payment model.

Good growthindatabases & tools revenue was driven by strong
new sales and usage growth.

Sales of print books to individuals continued to decline in 2012
reflecting format migration and subdued reference and education
markets. Print pharma promotion revenues also continued to
declinereflecting industry trends.

InAugust 2012 the management structure of Elsevierwas
reorganised, combining science & technology and health
sciences. Had these revenue streams still been managed
separately, their proforma underlying revenue growth would
have been+5% and flat respectively.

In 2012 adjusted operating profit margin continued to improve,
driven by continued process efficiencies and currency hedging
benefits.

2013 Outlook

The customer environment is broadly unchanged on last year,
with variations by geography and custormner segment. We expect
volume growth in research and strong demand for electronic
products and solutions to continue across scientificand medical
markets, with continued declines in print book and pharma
promaotion revenues. Overall we expectanotheryear of modest
underlying revenue growth in 2013,

768 780

693 724
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TOCUSIOM

‘ c::gmlm one of the world’s leading suppliers
.of Food, Home and Personal Care products
with salesinover 190 countries. Its products
are presentin seven out of 10 homes globally
and are used by more than 2bn peopleona
daily basis.

Unilever undertakes animmense range of
productimprovementsand new product:

~developmenteveryyear. Inordertoshortenthe
timeittakestogetnew products to customers,
the R&D teamneeded atoolto speed up their
research decision making process. After
extensive evaluation againstits existing
research discovery tool which had beeninplace
for12years; Unileverimplemented Elsevier's
Scopusin 2012

Scopus nowenables Unilever's R&D and
Innovation teams to search 49m scientific
records tomake faster, more informed decisions
andachieve betterresults. Unilever relies on
Scopustodetermine quickly ifaspecific
experimentorchemicalreaction has been
carried out before and ifitis worth pursuing.

When deciding on using Scopus, David
Younghusband, Information Systems Specialist
forUnilever, based in Bedford, UK, asked for
feedback fromtheresearchersaspartofthe
structured evaluation process. The unanimous
feedback was thatthey could notnowwork
without Scopus:

o

AboutScopus
Scopusisthelargestabstractand
citationdatabase of peer=reviewed
researchliterature from more than
5,000 international publishers, The
collectionof researchliterature grows
everymonth and currentlyincludes
more than 20,500 different sources,
including 19,500 peer-reviewed
journals, 400 trade publications, and
360 bookseries. Featuring smarttools
totrack, analyse andvisualise research,
Scopusiswidelyusedacrossthe
research community, with customersin
academia, government, and industry.

20,500

sources

THECOLLECTION OF RESEARCH
LITERATUREIN SCOPUS GROWS
EVERYMONTHAND CURRENTLY
INCLUDES MORE THAN 20,500
DIFFERENT SOURCES.

g

SCOPUS HELPS US DO MORE
“E-SCIENCE"—SCIENTIFIC
INVESTIGATION THAT

CAN BE UNDERTAKEN
MORE EFFECTIVELY, LESS

'EXPENSIVELY AND WITHOUT

HAVING TO PERFORMWORK IN
THE LAB THAT HAS ALREADY
BEEN DONEBY OTHERS OR |
THATISN'T LIKELY TO PRODUCE
RELEVANT OUTCOMES.

David Younghusband

Information Systems
~Specialist; Unilever
R&D
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Risk Solutions & Businééélnfdfm’:ation

In Risk Solutions & Business
Information, we provide data,

analytics and insight that @naﬁié

customers to evaluate and
manage risks, and develop market
intelligence, supporting more
confident decisions, improved
economic outcomes, and
enhanced operational efficiency.

Risk Solutions

LexisNexis Risk Solutionsis a leading provider of solutions that
combine proprietary, publicand third-party information, with
advanced technologyand analytics. These solutions assist
customers in evaluating, predicting and managing riskand
improving operational effectiveness, predominantlyinthe US.

Revenuesfortheyearended 31 December 2012 were £926m.
LexisNexis Risk SotutionsisheadguarteredinAlpharetia;
Beorgia, has principal operationsin Georgia, Florida, and Ohio,
and has 4,100 employees.

LexisNexis Risk Solutions is organised around market facing
industry/sector groups: insdrance, business services lincluding
the financialservices, receivables managementand corporate
groups); and government. The most significant of these s
insurance. These groups are supported byashared infrastructure
for technology operations, data management, and other support

functions including compliance and marketing. A number of
transactional support activities, including some financial

: processes, are provided from a shared services organisation
~managedbythelexisNexislegal & Professionat business.

The Legal & Professional business also distributes Risk Solutions
productsinto legal marketsinthe USandinternationally.

Inisurance Solutions provides acomprehensive combination of
dataandanalytics toproperty and casualty [P&C] personatand
commerciatinsurance andlife insurance carriersinthe USto
improve critical aspectsof theirbusiness, fromcustomer
acquisition-and underwriting to claims handling. Information
solutions, including the US's most comprehensive personalloss
history database, C.L.U.E. helpinsurersassessrisks and provide
important inputs to pricing and underwriting insurance policies.
Additional key products include Data Prefill, which provides critical
informationon customers, potential customers and their auto
ownership directly into the insurance workflow, and Current
Carrier,whichidentifies currentor prevmus insurance aswell
asanylapsesincoverage,

Business Services provides financialinstitutions with risk
management, identity management; fraud detection, credit risk
management, and compliance solutions. These include "know
your customer” and anti-roney laundering products. The
business also provides risk andidentity management solutions
for corporate customersin retail; telecommunications and
utilities sectors. Receivables management solutians help debt
recovery professionatsinthe segmentation, managermentand
collectionof consumerand business debt.

GovernmentSolutions provides data and analytics toUS federal,
state and locallawenforcementand government agencies to help
solvecriminalandintelligence casesand toidentify fraud, waste
andabuseingovernment programmes.

The Risk Solutions business also provides risk-related information
tothe legalindustry through LexisNexis Legal & Professional.

CLUE?®

MostecamprehensiveUS personalinsurarnice
claime database

Toolto automatel

apolicy

LexisNexis® Anti-Money
Laundering Solutions

Contentandinformation forantizmoney
taundering compliance; riskmitigation
andenhancedduediligence

The leadmg online u

Lexi NeXiSQ RlSleeW

LexisNexis® Data Prefill
urance application
process prov;;imgi:rmcal information
insurers needioqucteandund&rwr;te s

solution to hetp lecate
debtors qucckly and cura’zely

_ LexisNexis® Current Carrier
o ,Databaséfhatidentiﬁes the existence of

= ’mrrem or previousinsurance, and whether

or nottheapphc inthas hadapossible lapse
5 m caverage

. ;Lex;sNex ©
ldanixty

. Range
anidentity exl

orjsto he&p clientsverify that
andauthenticate individuals

LexisNexis® Revenue Recovery and Discovery

uite of tools to enable governmentsto leverage publicrecords and
1 st dentxfy mstances of fraud andto more efflcxently collect
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Risk Solutions continues to focus on developing a pipeline of

new solutions to drive growth in selected adjacent markets and
geographies. Forexample, inthe UK, Risk Solutions has launched
anew product that uses publicinformation to helpinsurers assess
and segmentrisk more effectively among motorinsurance
customers and is planning to launch additionat innovative
products to facilitate sharing of data across motor insurers,
improving insurers” ability to understand underwriting risks.
Inthe government segment, customers are adopting fraud
detection, waste, and abuse solutions, which enable government
agencies toidentify incidences of tax and benefits fraud, and boost
revenue collections. Risk Solutions has also continued to broaden
its portfolio of identity management solutions, including
one-time-password and biometric solutions, and has made
existing identity products more configurable to address the
specific needs of customers across our market segments.

Theidentity verification and risk evaluation solutions provided by
Risk Solutions utilise a comprehensive database of public records
and proprietary information with more than 2,000 terabytes of
unique data, which makes it the largest database of its kind in the
US markettoday. LexisNexis Accurintis a flagship product,
powered hy the High Perfarmance Computing Cluster (HPCC])
technology. This market-leading technology enables Risk
Solutions to provide its customers with highly relevant search
results swiftly and to create new, low-cost solutions quickly and
efficiently. ltisalsoincreasingly used across other Reed Elsevier
markets such as Legal and Scientific, Technical & Medical.

In January 2013, Risk Solutions announced the sale of its
Screening business. Thiswill allowittoincrease its focus on
higher-growth segments leveraging its core data, technology and
analytical capabilities. The Screening business presented limited
opportunities to apply these capabilities to generate unigue
customer value, sustained growth, and superior margins.

19

Market opportunities

Risk Solutions operates in markets with strong long-term
underlying growth driversincluding: insurance underwriting
transactions; insurance, healthcare, tax and entittement fraud;
credit defaults and financial fraud; regulatory compliance and
due diligence requirements surrounding customer enrolment;
and security considerations.

Intheinsurance segment, growthis supported by increasing
transactional activity in the auto, property and life insurance
markets and the increasing adoption by insurance carriers of
more sophisticated data and analytics in the prospecting,
underwriting and claims evaluation processes, to assess
underwriting risk, increase competitiveness and improve
operating cost efficiency. Transactional activity is driven by
product extensions across insurance carriers’ workflow and
growthininsurance quoting, as consumers seek better policy
terms. This activity is stimulated by increasing competition
between insurance companies, high levels of carrier advertising,
and rising levels of internet quoting and policy binding.

Anumberof factors supportgrowth for risk solutions in the
financial services market, including new credit originations,
continued high fraud losses, stringent regulatory compliance
requirements, and increasing anti-money laundering fines. In
receivables management, demand is driven mainly by levels of
consumer debt and the prospect of recovering that debt, which
isimpacted by employment conditions in the US. In corporate
markets, demand is supported by growth in online retail sales and
continued high levels of credit card fraud. Growth in government
marketsis driven by the increasing use of dataand analytics to
combat criminal activity, fraud and tax evasion, and to address
security issues. The level and timing of demand inthis market is
influenced by government funding and revenue considerations.

REVENUE BY FORMAY REVENUE BY SEGMENT
£926m £926m
Print/Other 4% Government
Screening .

Electronic
96%

thsurance
Solutions

Business
Services

MBIAIBAL

s
=
8
g‘
0
@
2
(1
=

ueury

Mmairal et

SIUBUISACE

PUE SIUSWISIRIS |BIDURULY

UOHRULICIU IR0



20 BUSINESS REVIEW
RISKSOLUTIONS & BUSINESSINFORMATION

Stestegic priorities

Risk Solutions' strategic goalistomake businessesand
government more effective, through abetter understanding
ofthe risks associated withindividuals, other businesses and
transactionsand by providing the highestqualitytoolstohelp
manage those risks efficiently and cost effectively. Toachieve this,
RiskSolutions isfocused on: delivering innovative new products
across customerworkflows; expanding the range of risk
managerment solutions across adjacent markets; addressing
internationat opportunitiesin selected marketsto meetlocalrisk
matagement needs; and continuing to strengthen its content,
technotogy, andanalytical capabilities.

Basiness model, distribution channelsand competition
Risk Solutions’ producte are predominantly sold directly, with
pricingmoestly onatransactionalbasis for insurance carriers
and.corporations; and primarily ona subscription basis for
government entities.

Risk Sotutions and Verisk; a competitor, each sell dataand
analytics solutionstoinsurance carriers butlargely address
differentactivities. Risk Solutions principal competitorsin
commercialand governmentsegmentsinclude ThomsonReuters
andmajorcredit bureaus, inmany cases addressing different
activitiesinthese segments as well.

GROWTHINERAUD PREVENTION TRANSALTIONS

2011 2012

nitransattionsdrivenbyincreasing ngedto

2012
. ¢ nsurance cartierworkflow with uptake of
vestigate claims, adjudicate themquickly and identify fraud
andsubrogation opportunities. b .
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2012 201
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Change at constant

£m £m Change currencies underlyi«‘]g
Revenue 926 908 +2% +1% +6%
Adjusted operating profit 392 362 +8% +7% +6%

inancial performance

Underlying revenue growth accelerated slightly in 2012 as we
extended our data & analytics solutions across risk markets,
driving strong growth in both Insurance and Business Services,
and a returnto growthinthe Government segment. The
improvementin adjusted operating profit margin largely
reflects the impact of disposals, with underlying cost growth
broadly matching revenue growth, reflecting ongoing spend
onnew product development.

Underlying revenues and adjusted operating profits both grew +6%.

Thelnsurance business grew underlying revenues by +7%, with
solid growth reflecting the extension of products and services
acrosstheinsurance carrier workflow, and expansionin new
market segments. The international launches progressed well
in2012, albeit on a scale that was not material to Risk Solutions
overall.

Business Services revenue growth accelerated to +7%. In financial
services, the anti-money laundering, fraud detection and credit
decisioning solutions all performed well, and revenues were
positively impacted by some temporary effects of increased
mortgage refinancing activities. Our receivables management
business remained soft.

The Government business returned to growth in 2012 reflecting
good demand for new fraud detection productsin the state &
locat segment, with continuing moderate declinesin the
federal segment.

REVENUE

AllRisk Solutions market segments now leverage HPCC,

our proprietary “big data” technology, to combine proprietary,
public, and third party information with advanced analytics to
help customers in evaluating, predicting, and managing risk
and improving efficiency. The businessis alreadyvirtually
100% electronic. ’

InJanuary 2013 we announced the disposal of the Screening
business, which has been excluded from underlying revenue
growthfigures. If Screening had been included in the underlying
results, the underlying revenue growth rate for Risk Solutions
as awhole would stillhave been 6%.

Underlying cost growth was broadly in line with revenue growth
in 2012, reflecting spend on new products and content sets.

The adjusted operating profit marginincreased by 2.4 percentage
points, largely reflecting the impact of portfolio changes in 2011,

2013 Outlook

Risk Solutions operates in markets with strong long-term
underlying growth drivers, and we will continue to investin

new products that leverage our leading content and expertise
in "big data” analytics and extend our services across customer
workflows. We expect continued good growth in the Insurance
and Business Services market segments, and mixed
Government markets.

ADJUSTED DPERATING PROFIT

£m

927 908 926

2010 2011 2012

pe

4

£m

392

354 362

2010% 2011 2012

*Qnaproformabhasis

LexisNexis Risk Solutions and LexisNexis Legal & Professional, previously combined as one LexisNexis business, have operated as two distinct businesses from 1 January

2011, Comparative profitfigures for 2010 are presented ona pro forma basis.
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About Tax Refund Investigative Solution
LexisNexis Tax Refund Investigative Solution
combines proven identity authentication tools
“advancedlinkingand analylics capabititiestohelp
federalandstate governmentsdetectiraudulent
taxrefund claims andidentify potentially millions
ofdollarsinlosttaxrevenues. :

o

LOOKING AT THE NUMBERS, | THINK

THE IMPACT IS HUGE. WE LAUNCHED

OUR ANTIfFRAUD PROGRAMTOSTOP
Fra\jjd is agrowing probleminthe US and around the TAX REFPND F,R,AUD ,IN GEORGIA. BY
world. LexisNexis Risk Solutions is helping the State LEVERAGING BEST PRACTICES AND
Department of Revenue and Tax in Georgia protect ENHANCING OUREXISTING SYSTEM

its citizens from identity-based fraud. Georgia WITH ANKID/ENTI/TY;B' ASED APPROACH
‘deployed the LexisNexis Tax Refund Investigative . Bt

Solution in January 2012, and to date it has already TO FINDING FRAUD, WE ARE

helped save $24m for its taxpayers. PROTECTING BOTH THE TAXPAYERS

Thesuccessofthe Georgia programme demonstrates AND THE STATE OF GEORGIA.

thevalue LexisNexis Risk Solutions deliverstoits  DougMacGinnitie
customers. The Georgia Department of Revenue and | B

LexisNexisRisk Solutionsarenow looking to develop " GeorgiaDepartment of
their partnership further, working together to identify s Revenue Dommissioner
and.preventbenefitsfraud.
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Reed Business Information (RBI) provides data services,
informatior
acrossindustries globally It produces industrycritical data
servicesandlead generationtools, online community sites as
well as busingss magazines with market leading positions in
many sectors.

Revenues forthe vearended 31 December 2012 were £643m.
RBlisaglobalbusiness hegdquarterad inSuttoninthe UKand
inadditionhasprincipal operationsin London, Amsterdam,
Skokie lilinois), Noreross (Georgia) and Boston [Massachusetts]
inthe US, aswell as Paris, Milan and Shanghai. RBl has 4,800 -
employeesworldwide.

RBI's customersgiise its data services to helprake key
,%trmcgic decisionsand reduce risk, toimprove productivity and
,performanceandxdemsfym whusiness opportunities. RBI's
magazines and websites deliver mg' Watuexnews information
'zandop;monto busmewpmfeasmnmaacmssmanym

‘sectors Whma alao providing an effective marketmg channel for
cu.:tcmam RBI sonline marketmg solutions bring buyers and
sellerstogether through arange of innovative digital channels.

nand marketing solutions to business prof%sxonals

RBlI's marketleading data services include: iC'IS, ariinformation

cand pri’cihg’ service inchemicals, fertilisersand energy;
- BankersAccuity, a provider of payment routing data; anti=money

taundering [AML]services and compliance information to the

banking and corporate sectors; XpertHR, an online service

providing regutatory quidance; bestpracticesandtoolsfor HR

~ professionals; and Reed Construction Data, a provider of online
~construction data andinformation to the constructionindustry.

RBl's leading brandsinclude NewStientist, Farmers Weekly,

Estates Gazette, Elsevier magazine and Boerderij. Online marketing

solutionsinclude emedia; an email bulletin based lead generation
serviceand BuyerZone; a web—baSed request for quotation (RFQJ
service.

In 2012, RBl continued to reshape its portfolio significantly,

“addressing continued growth opportunities in data services while

exiting areas not core toits paid content strategy. In addition,
the business continued to focus on cost efficiencyacross the
traditional publishing businesses.

As partofthis strategy RBlsold Totaljobf Bmup, compmsmg seven
recruitmentjob boards, created organically by RBI. RBI continued
to create value fromits existing magazine brands, while exitinga

- number of titles including Variety, the entertainment market title in
~the U5, and thosein the electronics and catering marketsin the
~UK.InJanuary 2013, RBlannounced thatithad completed the sale

of RBlAustralia. RBlisina process toexitits operations in Spain.

e , thhtgtabal/ .

Globalprovider of news, price benchmarks,
data, analytics and researchiothe energy,
chemicalandfertiliserindustries

professionalswol
aviationindustry

Provider ofactionable insight for the
cohstriction industrythrough cost data,
projectieads; marketintelligence and
marketing solutions

Data, newsand advis

eswithreferenc
comphance mformatmn anct o

Leadmg newsandopinion magazme .

erlands
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Market opportunities

The growing need for high quality industry data and informationis
driving demand for online subscription data services and providing
newopportunities. Business-to-business marketing spend has
historically beendriven by levels of corporate profitability, which
itself has followed GDP growth, and business investment.

Sirategic priorities
RBI's strategic goalis to help business professionals achieve
better outcomes with information and decision supportinits
individual markets. lts areas of strategic focus are: further
growing the data services businesses; restructuring the
business magazines and advertising-driven portfolio;
developing paid content services in key markets and
supporting print franchises through brand extensions and
redesign; and driving further organisational effectiveness.

Business model, distribution channels and competition
Across the RBl portfolio, user and subscription revenues now
account for 69% of the total business with the remaining 31%
derived from printand online advertising and lead generation.
RBlelectronic revenue streams now account for 54% of total
revenue.

25

Dataservicesare typically sold directly on a subscription or
transactional basis. Business magazines are mainly distributed
onapaid basis. Advertising and lead generation revenues are
sold directly or through agents.

RBI's data services and titles compete with a number of publishers
onaservice and title-by-title basis including: UBM, McGraw Hill
and Wolters Kluwer as well as many niche and privately-owned
competitors. RBl competes for online advertising with other
business-to-business websites as well as Google and other
search engines.

USERAND SUBSCRIPTION REVENUE

s, S 4%

2009 2010 201 2012

Demand for online data services and marketing solutions drives increasing
proportionofontine revenues.,

549% 9% 62%

2009 2010 201 2012

Increasing proportion of user and subscription revenues driven by organic
growthinsubscription businesses and portfolio change.

REVENUE BY SEGMERNT

REVENUE BY BEOGRAPHIC MARKET

£663m

Other Business
Magazines & Services
Major Data
Services

Marketing

Leading Brands Solutions

£663m

Rest of World

North America

UK

Netherlands
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2012 2011 Change at constant Change

£m £m Change currencies underlying

Revénue ‘ 463 695 5% P e ¥2%
Adjusted operating profit 119 110 +8% +10% +10%

#

2012 financial performance

Improvedunderlying revenue growthin 2012 reflects strong
growthfrommost of our Major Data Services businesses,
modestgrowth in Marketing Solutions and Leading Brands,
andamoderationinthe rate of decline in Other Business
Magazines & Services. In2012 we continded the'transformation
afthe business, exiting businesses that no longerfitour
strategy. We have remained focused onprocess efficiencies
which, together with portfolio development benefits, drove
a2.2 percentage pointmargin improvement.

Underlying reveriues grew +2%, and underlying adjusted
operating profits grew +10%.

Double digit growth at BankersAccuity and [CIS helped todrive
growthin Major Data Services, only held back by continued
weaknessinUS construction data, Major Data Services now
accountsfor approximately 45% of continuing portfolio proforma
revenuesand themajority of Reed Business Information
operating profit.

Marketing Sotutions delivered modestgrowthin 2012 and,
followinig the disposatof Totaljobs and Hotfrog, accountsfor
onbya small progortion of continuing portfolio revenues.

Leading Brands alsodelivered modestunderlying revenue

growthas solid performances inthe UK agriculture and property

sactors were offset by advertising declines elsewhere;

Other Business Magazines & Services saw moderating underlying

revenue declines and continued portfolio reshaping.

REVERUE

We have continued toexit businesses that nolongerfit our strategy,
including Totaljobs, Marketcast, Variety, RBl Australia; RBl Spain,
andanumberof smallbusinessesinother markets:

I 2012 we continued to focus on process innovationwhich, together
with the benefits of portfolio developrent, helped toincreasethe
adjusted operating profitmargin by 2.2 percentage pointstoan
historic high of 18%.

These actions have contributedto the transformationof Reed
Business Information’s profile, with user and subscription services
now accounting for ngarly 70% of revenues, and electronicrevenue
streams now accounting for over half of the total.

InDecember 2012 we reorganised our management structureto
bring LexisNexis Risk Solutions and Reed Business Information
together more closaly in order to-continue to build out Risk
Solutions’ rapidly growing businessglobally: We plantoleverage
Risk Solutions’ strength in data, analytics andtechnotogy in
combination with Reed Business Information’s broader geographic
footprint andindustry specific databases.

2013 Outlook

Demand for data & analytics inourmarket segments continues to
grow, although printandadvertising revenues remainweak.1n2013
we expect continued good growthin Major Data Services; stable

Leading Brands, and further benefits from portfolio reshaping.

ADJUSTEDOPERATINGPROFIT

£m

a0y 2010 2011

2009 2010 2011




Avolon, the Dubtm-ba ed globa : f
lessor, needs to understand key industry
trends and assess aircraftvaluesinorder
to make informed investment decisions.

MBAISAQ

To achieve this it relies on Reed Business.

Information’s Flightglobal= abusiness

that has transformed fromatraditional

UK=based print publisherintoa 21st century
- globatbrand with.online aviation news,

marketinsights and data services.

The Ascend aircraft finance data business
cameinto the Flightglobal fold in 2011,
creating the world’'s most comprehensive
database of commercial aircraftand their
values, enabling customers like Avolon to
save time and money, and increase
productivity.
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WORKING WITH FLIGHTGLOBAL ISALL ABOUT
RELATIONSHIPS. BEING ABLE TO TALKWITH
THE TEAM, EXCHANGE KNOWLEDGE AND
SHARE THOUGHT PROCESSES HELPS US
UNDERSTAND OUR INDUSTRY BETTER, AND
BUILDS ON OURINTELLECTUAL CAPITAL.

Dick Forsberg

Head of Strategy
Avolon

UOIBULICIUIIBLIO PUB SJUBWBIRIS JRIDUB L4




BUSINESS REVIEW
LEGAL

28

Legal

In Legal markets, we are aworld
leading providerof legal,
regulatory and news & business
information and analysis to legal,
corporate, governmentand 7
academic customers.

Servingcustomersin morethan 175 countries, LexisNexis Legal
& Professionalprovidesresourcesand services thatinform
decisions, increase productivity and drive new business.

Revenues forthe yearended 31 December2012were £1,610m.
LexisNexis Legal 8 Professionalis headquarteredin New York
and has principal operationsinthe New York area, Ohio and North
Carolinainthe United States, Toronto in Canada; Londonand Paris
inEurope andcities inseveral other countries inAfricaand Asia
Pacific. It has 10,400 employees worldwide.

LexisNexisLegal & Professionalis organised inmarketfacing
groups. The mostsignificantare Research & Litigation Solutions
andBusinessof LawSoftware Solutionsin the USand LexisNexis
Internationaland LexisNexis Asiaoutsidethe US: Theseare
supportedby globalshared services organisations providing
platformand productdevelopment, operational and distribution
services, and othersupportfunctions:

InResearch & Litigation Solutions, electronic information
solutions and innovative workflowtools, developed through
close collaboerationwith custorers, helplegaland business

professionals make better informed decisions inthe pf:acticé of
lawand in managing their businesses. Flagship productsforlegal
research are Lexis.com and Lexis Advance, which provide federal

_andsstate statutes and case law, together with analysis and expert
- commentaries from sources such as Matthew Bender and Michie

andtheleading citatianservice Shepard’s, whichadvises onthe
continuing relevance of case law precedents: Researchsolutions
atsoinclude news andbusinessinformation, ranging from daily
news tocompany filings, as well as public records information
andanalytics. Throughits litigation soluitions; LexisNexis

~provides lawyers witha suite of tools covering case preparation

to processing and review to trial preparation. LexisNexis
partnerswith taw schoolsto provide services to students as

“partoftheirtraining.

In 2012, LexisNexisintroducedinthe US two newreleases

of Lexis Advance, an innovative web application designed to
transformhowlegal professionals conduct research. Buitton
anadvancedtechnalogy platform, Lexis Advance allows primary
researchers within legal and professional organisations to find
highly relevant information more easily and efficiently, helping
themto drive better outcomes. Future releases will continueto
expand content and add newinnovative tools. LexisNexis employs
lawyersand trained editors with professional legalbackgrounds
whoreview, annotate and update the legal content to help ensure
eachdocumentin the collectionis currentand comprehensive.
This domain expertise combinedwith the application of Reed
Elsevier’s "big data” HPCCtechnology means LexisNexis is able
to update its entire legal collectionfaster and more efficiently,
white alsoidentifying and linking content, enabling customers

to uncover previously undiscovered relationships between
documents.

Unparalleled legal newsandpublicrecords
content for legal professionals

Matthew Bender®

Criticalanalysis, checklists forms. and
practice guides authored by industry experts
covering overb0major practice areas

Lexis Advance

Lexis® Practice Advisor
New resource that offers guidancetohelp
rneyshandle transactional matters .

 Lexis®Library

/ ,Lei’(i/sNexifsa‘/?/L}Kﬂégship legatonline product

Premiercitation service

JurisClasseur
~ Largest, mostauthoritative onlin
resource in France

tficiently and effectively
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LexisNexis launched Lexis Practice Advisorinthe USin 2012,
aweb-based practical guidance product tailored for attorneys
who handle transactional matters. Additionally, LexisNexis
introduced alegal news solution through the acquisition of Law360
- providing attorneys with breaking news and analysis by practice
areatosupplement the legalresearch process.

in litigation solutions, LexisNexis released Hosted Concordance
Evolution which is a fully hosted service that delivers electronic
discovery review capabilities onan “on-demand” basis. Sanction
Solutionswas also acquired, adding trial presentation software
to the LexisNexis suite of litigation offerings.

The web-based marketing services group assists law firmsin
their client development through Lawyers.com and providing
them with website development, search engine optimisation
and other web marketing services.

LexisNexis Business of Law Software Solutions provides law
firms with practice management solutions, including time and
billing systems, case management, cost recovery and document
management services. ’

InInternational markets outside the United States, LexisNexis
serves legal, corporate, government, accounting and academic
markets in Europe, Canada, Africa and Asia Pacific with local
andinternational legal, requlatory and business information.
The mostsignificantbusinesses are inthe UK, France, Australia,
Canada and South Africa.

LexisNexis focuses on providing customers with leading
collections of content and innovative online solutions to help
legaland business professionals make better decisions more
efficiently. Penetration of online information services has grown
strongly and electronic solutions now account for 58% of revenue
outside the US.

Inthe UK, LexisNexis is aleading legal information provider
offering an unrivalled collection of primary and secondary
legislation, case law, expert commentary, and forms and
precedents. Its extensive portfolioincludes a number of heritage
brands: Halsbury's, Tolleys, Butterworths. The contentis delivered
through multiple formats - from print to online, to mobile apps
and embedded in customers’ workflow.

REVENUEBY FORMATY
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In 2012, LexisNexis launched additional modules of the LexisPSL
product suite which provides lawyers a single destination for their
practical legalinformation needs with direct links to the relevant
cases, legislation, precedents, forms, practical quidance and
expertcommentary. The ability to drive measurable customer
value was recognised by the British Legal Awards which has
named LexisNexis UK 2012 Supplier of the Year” for its innovation,
authority and understanding of law firms needs. Asimilar service
is being launched across other markets - Australia already has 13
practice area modules and by the end of next year it will have more.

InFrance, LexisNexis is a leading online provider of information to
lawyers, notaries and courts. Aheritage brand JurisClasseur and
leading authoritative contentis provided through multiple formats
- lexisnexis.fr, mobile and in print. These content sources are,
asinthe UK, being combined with new contentand innovative
workflowtools to develop practical guidance and practice
management solutions. In 2012, LexisNexis France launched
Lexis 380, the first semantic search online tool combining legal
information, practical content and results from the web.

Following the success of Lexis for Microsoft Office (LMO}in US
markets, a Canadianversionwas launched in 2012. LMO enables
customerstoaccess LexisNexis content and services via add-ins/
toolbars within Microsoft Word and Outlook.

In2012, LexisNexis Legal & Professional strengthened its
positions in Asia through enhanced products created specifically
for legal professionals and practitioners, corporate counsels,
legalresearchers and governmentinstitutions in markets
including India, China and Japan. In Japan, LexisNexis launched
Lexis ASONE, a product created specifically for corporate
compliance and legal professionals to help navigate the
complex regulatory environment.

REVENUE BY GEOGRAPHIC MARRET

£1,610m

Print/Other
246%

Electronic
76%

£1,610m

Rest of World

Europe

North America
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Market opportunities

Longerterm growth inlegaland regulatory markets worldwide
is driven by increasing levels of legislation, regulation, regulatory
Additional market cpportunities are presented by theincreasing
demandfor ontine information solutionsand practice
management toals that improve the quality and productivity of
research; deliverbetterlegal outcomes, andimprove business
performance. Notwithstanding this, legalactivity and legal
information marketsarealsoinfluenced by economic conditions
andcorporate activity, ashasbeen seenwiththe dampening
impacton demand of the recent global recession and the
samewhat subdued environment that followedin North America
andinkurope.

Strategicpriorities

LexisNexis Legal & Professional's strategic goalisto enable
better legal outcomesand be the leading provider of productivity-
enhancinginformationand information-based workflow solutions
inits markets. Toachieve this LexisNexig is focused on introducing
next generation productsand solutions onthe global New Lexis
platformand infrastructure; leveraging New Lexis globally to
continue tadrive printtoélectronic migrationand long-term
international growth: andupgrading operationalinfrastructure,
impraving process efficiency and gradually improving margins.

Inthe US, LexisNexis focus is onthecontinuing developraent of
nexigenerationlegal researchand practice solutions.Itisalso
gonducting amajor upgradeinoperationsinfrastructureand
customer service and support platforms. Thiswill provide

E-BOOKSTITLES

customerswithanintegrated and superior experience across
US legalresearch, litigation services, practice managementand
client development. Over the next fewyears progressive product

introductions, often based onthe New Lexis platform; leveraging

big data HPCC technology, will combine advanced technotogy
with enriched content; sophisticated analytics and applications
to.enable LexisNexis customersto make betterlegal decisions
and drive better outcomes far their organisations and clients.

Quiside the US, LexisNexisis focused ongrowing online services
anddeveloping further high gualityactionable contentand
workflow tosls, including the development of practical guidance
and practice managementapplications.1n 2013, LexisNexis will
beginto introduce New Lexis globally. Additionally, LexisNexis is
focusingonthe expansion ofits activities inemerging markets.

Business model, distribution channelsand competition
LexisNexis Legal & Professional products and services are
generallysold directly to law firmsandto corporate, government,
accounting andacademic customers on a paid subscription basis,
with subscriptionswith law firms oftenunder multi-year
contracts.

Principal competitors for LexisNexisin USlegal markets are
West (Thomson Reuters), CCH (Wolters Kluwerl; and Bloomberg
and Factiva (News Corporation}in news and business information.
Competitorsin litigation solutions also include software
companies. Significant international competitorsinclude
Thomson Reuters, Wolters Kluwerand Factiva.

MOBILEAPPDOWNLOADS

1,100

v 2012

sotesbooktitlesreflecting enhancedonline

Shst:iingd grovilgli in t/hiaédopfion ofmobile apps:
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2012 201 Change at constant Change

£m £m Change currencies underlying

Revenue 1,610 1,634 -1% -1% +1%
Adjusted operating profit 234 229 +2% +4% +4%

2012 financial performance

Underlying revenue growth was positive despite subdued legal
markets inthe US and Europe. Growthwasdriven by electronic
revenues, which account for over 75% of total revenues. In 2012
we continued to release new products and platforms which
have beenwell received. The adjusted operating profit margin
improved in 2012 reflecting process efficiency.

Underlying revenues grew +1%, and underlying adjusted
operating profits grew +4%.

Inthe US, usage and sales of online research and litigation
solutions to law firms grew despite challenging market
conditions. Underlying revenues from governmentand corporate
customers also grew modestly. Print revenues continued to
decline, and News & Business revenue declines moderated.

LexisNexis introduced new releases of Lexis Advance during 2012,
combining our deep domain expertise and content with Reed
Elsevier's "big data” HPCC technology to allow researchers
within legal and professional organisations to find highly relevant
information more easily and efficiently. The new applications
have beenwell received, with US customer penetration of 45%

by 2012 year end.

REVENUE

In Europe market conditions remain subdued, with robust growth
inontine revenue largely offset by declining print revenues.

The 2012 adjusted operating profit marginimproved slightly, with
process efficiencies more than offsetting continued spend on new
product development.

2013 Qutlook

We will continue to roll out new products and platforms in 2013
and will maintain our focus on process efficiencies. Our customer
markets remain subdued, however, limiting the scope for revenue
and profit growth.

ADJUSTEDOPERATING PROFIT

£m

1,691 1,634 1,610

20m 2012

£m

238 229 234

2010* 201 2012

*Onaproformabasis

LexisNexis Risk Solutions and LexisNexis Legal & Professional, previously combined as one LexisNexis business, have operated as two distinct businesses from

1 January 2011, Comparative profit figures for 2010 are presented on a pro forma basis.
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LEXIS ADVANCE PROVIDES OUR
LAWYERS WITH ALEGAL RESEARCH
OPTION THAT MIRRORS THE WAY THEY
SEARCH THE INTERNET, MAKING IT
EASIERAND MORE EFFICIENT TO FIND
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Exhibitions

In Exhibitions we are the world’s
leading events business, with
almost 500 events in over 30
countries.

Read Exhibitions portfolio of exhibitions and canferences serves
4 industrysectorsacrossthe Americas, Europe, the Middle East,
Africaand Asia Pacific. In 2012, Reed Exhibitions brought together
overémievent participants fromaround the world, generating
hithionsofdollarsin business for its customers, and boosting the
lacaleconomies wherethe events are hosted.

Revenues for theyearended 31 December 2012 were £854m.

Reed Exhibitions isa globalbusiness headquartered in London
and has principalofficesin Paris, Vienna, Norwalk [Connecticutl;
Sao Paulo, Abu Dhabi; Beijing, Tokyo, and Sydney. Reed Exhibitions
hag 3,200 employees warldwide.

Reed Exhibitionsorganises market-leading events whichare
relevanttoirdustry needs, where participants fromaroundthe
world rmeetface to face to do business, to network and to learn.
ts exhibitions and conferences encompass a wide range of
sectors, Theyinclude construction, electronics, energyand
alternative energy, engineering, entertainment, gifts and
jewellery, healthcare, hospitality,interior design, logistics,
manufacturing, pharmaceuticals, real estate, recreation,
security and safety, transportand travel.

Marketopportunities
Growth in the exhibitions market is influenced by both business-to-
business marketing spend and business investment. Historically,

. ﬁhese have been driven by levels of corporate profitability, which

inits turn has followed overall growth in GDP. Emerging markets
and growth industries provide additional opportunities. As some
events are held other thanannually, growthinanyoneyearis
affected by the cycle of non=annualexhibitions.

Strategicpriorities
Reed Exhibitions’ strategic goalis toprovide market-leading

“eventsingrowthsectors, especiallyinhighergrowth geographies,

enabling exhibitors to target and reach hew customers guickly
and costeeffectivelyand providing a platformfor industry
participantsto do business; to network and to learn. Toachieve
this, Reed Exhibitions isfocusedon driving organicgrowth by
leveragingits global sectorexpertise, by developing new events
and by building outits technology platforms. Itis also shaping the
portfolio through a combination of strategic partnerships and
selective acquisitions in high growth sectors and geographies
aswell aswithdrawal from markets and industries with lower
growth prospects.

Reed Exhibitions is committed to continually improving customer
solutions and experience by implementing best practice initiatives
across geographies and sectors. Itsintegrated web event platform
is used by more than 70 per centof events and is driving both

_ customer satisfaction and insight. Using customer insights,
Reed Exhibitions has developed aninnovative product offering
~ which enhances the value proposition for exhibitors by broadening

their options in terms of the type and location of stand they take
andthe timing of their commitmenttothe event.

e
mipco
daals gat dond ¥
Theworld's entertainment content market

Hd o
bayel

Premierglobaleventforthe travelindustry

Aworld leading corrugated
sringshow

The East Coast's biggestand most
exciting popularculture convention

satimat i

Theinternatio

~Internationaltrade fair for autoparts,
~ equipmentand services

Bringing aluminiumtolife
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In2012 Reed Exhibitions launched 30 new events. These included
events which extended the geographical footprint of the tuxury
travel brand, ILTM, to Mexico and the high end Privé jewellery
brandtoPanama. Reed Exhibitions Japan responded to customer
demand by introducing several new events, some of which were
inthe fast moving sectors of cosmetics and high-technology
plastics. InChina, the Nepcon brand was used to launch an
electronics manufacturing event in the western city of Chengdu.
Akeyelement of building businessin China and Brazilis a regional
strategy, taking more events to China's second tier cities and
cloning events from Sao Paulo to Recife in Brazil's fast developing
north east. Reed Exhibitions noworganises over 150 eventsin
emerging markets.

Anumber of targeted acquisitions were completed during 2012.
In Brazil, Reed Exhibitions took full ownership of its joint
venture, Reed Exhibitions Alcantara Machado, and expanded
into hospitality [Equipotel) and logistics (Movimat), cementing
Reed Exhibitions’ position as the leading exhibition organizer
inBrazil. Elsewhere, acquisitions were made to extend

Reed Exhibitions’ reach in China and its global position in the
alternative energy sector. During the year, Reed Exhibitions
alsoestablished positions in new markets with attractive growth
prospects, including Indonesia, Saudi Arabia and Turkey, where
ajointventure has been created with Tlyap, the country’s
leading event organiser.

GEOGRAPHY OF 2012 LAUNCH REVENUES*
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Business model, distribution channels and competition

The substantial majority of Reed Exhibitions’ revenues are from
sales of exhibition space. The balance includes conference fees,
online and offline advertising, sponsorship fees and, for some
shows, admission charges. Exhibition space is sold directly or
through local agents where applicable. Reed Exhibitions often
works in collaboration with trade associations, which use the
eventsto promote access for members to domestic and export
markets, and with governments, forwhom events can provide
important support to stimulate foreign investment and promote
regional and national enterprise.

Reed Exhibitions is the global market leader ina fragmented
industry, holding less thana 10 percent global market share,
Otherinternational exhibition organisers include UBM, Informa
IIR and some of the larger German Messe, including Messe
Frankfurt, Messe Diisseldorfand Messe Munich. Competition
alsocomes fromindustry trade associations and convention
centre and exhibition hall owners.

EVENTSINEMERGING MARKETS

North America 5%

Europe 25%

Rest of World 70%

*On an event location basis

165

139

201 2012

ncreasein events taking place in high growth geographies through
taunches and acquisitions.

REVENUE BY FORMAT

REVENUE BY GEOGRAPHIC MARKET*

£854m
Other 3%

Face to face
97%

£854m

North America

Rest of World

Europe

*On an event location basis.
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EXHIBITIONS
2012 201 Changeatconstant Ch"ange
£m £m Change currencies underlying
Revenue 854 707 +21% +25% +15%
Adjusted operating profit 210 S vk H26Y +30%: +20%

2012 financial performance

Exhibitions performedstronglyin 2012, driven by strong growth
inthe US and Japan; moderate growthin Europe, and double
digit growthinmost emerging markets, We continued to invest
throughout the year, launching 30 new shows in total,and we
strengthened our positioninhigh growth markets through
partnerships and targeted acquisitions.

Underlying revenues grew+15% (+7% excluding biennial event
cyelingl and underlying adjusted operating profits grew +20%.

Inthe US andJapanunderlyingrevenues grew strongly, and
growthinemerging markets was well into double digits. In Europe
goodgrowth from anumberof core events helped to offsetsome
softness in southern European markets, resulting inmoderate
underlying revenue growthoverallinthe region:

During 2012 we launched 30 new events, primarilyin high growth
sectorsand geographies, and cofmpletedanumberoftargeted
acquisitions. in Brazilwe took full ownershipaf ourjointventure,
Alcantara Machado, and expandedinto hospitalityand logistics;
andin Turkeywe created a newjointventure with Tlyap, the
country's leadirig event organiser.

REVENUE

£

2012 adjusted operating profit margins improved by 1.0
percentage points, reflecting both process efficiencies and
the positive impactof biennial eventcycling.

Duringthe year we continued to rollout globalplatforms and
processesacrossgeographiesandsectors: Ourintegrated web
event platformis now used by more than70% of events, driving
customer satisfaction and providing customer insight. Innovative
products and services are enhancing the value proposition for
exhibitors by broadening their range of options.

2013 Outlook

In 2013 we expect good growthinthe US and Japan; limited growth
inEdrope,and strong growthin other markets. However 2013 will
be a biennial cycling outyear, reducing underlying revenue growth
by 56 percentage points.

 ADJUSTED OPERATINGPROFIT

i i

S o009 2010 2011 2012




Exhibitorsare increasinglylookingto
develop their presenceinnewand
emerging markets where they can extend
their market share. Reed Exhibitions”
strategy of prioritising faster growth
geographies and sectorsthrough new
launches and selective acquisitionsis
areflectionofits customers’ needs.

In'under10years, Reed Exhibitions has
become Brazil's leading event organiser
building a business from less than $5m
in2005to more than $100min 2012,

Automovelis already Latin America’slargest
auto show, and one of the largest auto shows
intheworld. Exhibitors are increasingly
using the eventforglobalproductlaunches,
andaare benefiting from the high levels of
social media engagement with customers
before, duringand after the show.

Op

IT'SNOT JUSTANOTHER ,
LOCAL EVENT.IT'SAN EVEN
THAT GRABS THE ATTENTIOI
OF THE INTERNATIONAL
AUTO INDUSTRY.

Frederico J. Themoteo Jr.

Directorof Marketing
and Communications
Gaperal Motors

410,000

visitors
LATINAMERICA
LARGESTAUTO
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Corporate responsibility

@ ﬂ’ P 6 1 e o S i i
Corporate responsil

global leaders in our indu
to make L

e adifference M:@ society.

Constantengagementwith stakeholdersg including shareholders; :

ermployees, communitiesinwhich we operate and governments:
helps us determine material corporate rasponsibility issues. The
Reed Elsevier Boards, senior management and the Corporate
Responsibility Forumoversee corresponding objectives and
monitor performanceagainstthem.

We concentrate onthe contributions we make as a business
andon good managernent ofthe materialareasthat affett alL
companies, encompassing:

1. Qurunique contributions

. Governance

. People

~ Wefocus onareas where we can make a positive impact on saciety
. throughourknowledge, resources and skills. Thisincludes
~ universal sustainable access toinformation, advance of science

and health, protection of socrety,and promotmn ofthe rule oflaw
and Jusnce

- Elsevier, theworld’sleading provider of scientific, technicatand
~medicalinformation, plays animportant rolé in advancing hiuman

welfare and economic progress through its scierice and health
information, which spurs the diffusion of innovation and enables
critical decision making. To ensure accesstothis information,
Elsevier supporis key programmesin places whereresources
are often scarce. Amongthemis Researchalife, a parinership
with United Nations agencies and other publishers. This
partnership provides core and cutting-edge scientificinformation
toresearchersinmore than 100 developing countries. Asa
founding partner, we contribute 50% of the contentavailable in

ResearchéLife, encompassing all Science Direct content, including

approximately 2,000 Elsevier journals and 7,000 books. In the year,
there were more than ém Research4life article downloads

from Sc[ence@irect, including from the Access to Researchfor
Development and Innovation [ARDY programme, which we joined
in2012. Inaddition to supportfor ongoing projects, the Elsevier
Foundation committed $650,000 to supportlibraries, new
scholars, and nursing; includinga grantta the Medicallibraries
Assac:atmn/leramansWathnut Borders’ e-librarytraining
initiative in Latin Americaand Asia, andthe Appalachian Women
Scientists programme at Appalachian State University inthe US.

LexisNexis Risk Solutions tools and resources help protect society.

/’ - LexisNexis Risk Solutions’ Bridger Insight X6 watchlist sereening
solutionis used hy over 3,000 financiatinstitutions globally to help

ensure compliance with sanctions regulations. The combination of

“the Bridger Insight X6 solution with Reed Business Information's

BankersAccuity Global Watch List,a glob/ai datasetofsanctioned
orhighrisk entities, helps customers ensure proactive
compliance: LexisNexis Risk Solutions employees created the
Automated Deliveryof Alerts on Missing Children [ADAM)
programme which assists in the safe recovery of missing children:
ADAM alerts circulate missing child posters = more than 2.1m in
2012 = to police, news media, schools, businesses, medical centres
and otherrecipients within a specific geographic searcharea.

Since launching in 2000, 135 children have been located, including
ninein2012.



ESEARCHALIFE
OVING HEALTI
ALCESS
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THE ONLINE COLLECTIONS MADE AVAILABLE BY OUR
PU$LISHER PARTNERS. NEW CONTENT HAS MORE THAN

PREV!OUSLY INACCESSIBLE TO RESEARCHERS AND
PRACTITIDNERS INLOWAND MIDDLE INCOME COUNTRIES

Kimberly Parker

HINARIProgramme Manager,
Researchilife

'Researchl.Llfe gives researchers and
practitionersin the developing world free

or low cost access to critical scientific
information.

Tiny Tim & Friends, a Zambian
organisation specialising in paediatric HIV/
AIDS clinicalcare, isimproving the lives of
H|V~mfected childrenthroughthe use of
Elsevier'sleading-edgeresearch.

As afounding partner, Elsevier provides
accesstoitscomplete collectionof '
journals, articles and books.
Researchalifeis a primaryexample of
Reed Elsevier's goalto provide universal,
stistainable access to information.

Children receive treatment at a Tiny Tim & Friends paediatric HIV/AIDS clinicin Zambia
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Reed Business Information (RBIJuses the power of its brands to
aid cormmunities. 1C1S, providing news and market intelligence
forthe chericals, energyand fertiliser sectors, held its ninth

Innovation Awards in 2012 to reward innovation inthe chemicals =

industry. France’s Rhodia won Best Innovation for Sustainabitity
forcreatingan "urbanmine”=aprocesslorecover scarce
metallic elementsfrom consumerwaste Overthe pasttwoyears,
HairdressersJournal has partneredwith John Friedato build:
awarenessof HAIRraising, a charitywhichhas raised morethan
Liminsupport of London's Great Ormand Stréet Children's
Hospital throughits publications; sitesand shows,

LexisNexis Legal & Professional promotesjustice through its
productsand services: Its Rule of LawResource Centerisafree
online community covering topics like human rights, protecting
minority communities and anti-human trafficking. Intheyear,
staffinthe UK developed the free Hurnan Trafficking Awareness
Index, which uses the Nexis news service to highlight emerging
trends withinandacross national bordersto help campaignersin
theirefforts tocombat trafficking: Among the ways LexisNexis
expanded probona partnerships in 2012, wasthrough anew
collaborationwith the Lex Mundi Pro Bono Foundationto promote
tawfirm engagement with social entrepreneurs working around
theworldtoimprove the lives ofthe poorand disenfranchised,

Reed Exhibitions’ trade shows provide platforms for supporting
ourcorporate responsibilityfocus areas. At the 2012 World Travel
Market, its global eventforthetravelindustry, Reed Exhibitions
hosted World Responsible Tourism Daywith events available to
the show s more than40,000 attendees ontopics ranging from:
paverty reductiontowildlife protection andreducing greenhouse
gas emissions. Overthelastnine years, Reed Exhibitions has
givenfreespaceatthelondon Book Fairto Book Aid International,
which anpually provides more than 500,000 books - including
thosedonated from across Reed Elsevier - toreadersin the

developing world; enabling the charityto engage withawide range

of potential book and financial donors.in 2012, the International
Vision Expo& Conference expanded offerings for aptometry
students througha new mentorprogramme, inadditionto
providing free entry, a job fair, and travel grants to students from
the 22 schools of the American Optometric Student Agsociation:

Drawing onexpertise across Reed Elsevier,in 2012 we awarded
prizesinthe second Reed Elsevier Environmental Challenge to
projectsthatimprove sustainable accesstowaterand sanitation
where itis presentlyatrisk, Weoffered accesgs torelevant
productsirormourbusinesses tonearly 600 registrants from
morethan b0 countries and sawa40%increasein proposals over
2011 Thewinner of the $50,000 first prize was the Centre for
Affordable Waterand Sanitation Technology foraprojectthat
muodifies biosandfilterswithironpartictes inordertoremove

i Expandalternative energy

watercontaminants, including viruses, to bring safe drinking
waterto ruralvillages in Nepal. Overa period of two years,
150 filters will be installed. Second prize of $25,000 went to

Sanergy to extend a pilot project in Kenya that ensures accessible

and affordable hygienic sanitationthrougha network of
small-scale, high quality sanitation centres. Sanergy toilets are
franchisedtolocatentrepreneursand stimulate the economy
by turning waste into products; such-asorganic fertiliser sold
tofarms.In 2012, we expanded our alternative energy portfalio
toinclude new products such as Elsevier's Comprehensive
Renewable Energyand Reed Exhibitions’ Asia Future Energy
Forumand Exhibition.

RITUBIECTIVES ngress

fNewamd expanded
partnershtps for o
example, Rese'waLlfe
acaessexpandedtoau

Increase probono partnerships

'Faundatxon :

Broaden reachof Reed Elsevier ~ 90%i mcre sein ‘
Environmental Challenge registrations; AD% mcreasa o
mprepasals over 2{}11

oW produrts mclude
’rehenss e Renewabte
rergy [Elsevier] and Asia
L tu Energy Forum

= ib!tl(‘m [Reed

product portfolio

Facilitate deeper country
analysis of UNICEF climate
changeand childrenreport

orlented disaster risk
‘assessments in Indonesia
“andthe Philippinesiin-
kind assistancemcludmg
edztonatsupportand

Create cross-businessalternative energy roundtable to
foster knowledge sharing and product development

. Deliver workshops with UNICEF on child-centred climate
change adaptationinhigh risk locations

» Newpartnerships through Reed Elsevier Environmental
Challenge toshare waterand sanitation expertise
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The Reed Elsevier Code of Ethics and Business Conduct [Code)
is disseminated to every employee, setting the standard for our
corporate and individual conduct. Encompassing topics such as
fair competition, anti-bribery, and humanrights, itencourages
open and principled behaviour. In 2012, we ensured that 100% of
employees completed training on the Code within 90 days of
starting their employment. We provided refresher courses on
competition laws and data privacy and security to staff that had
completed courses previously, with 100% completion by year
end. AlLUS managers have completed a course on preventing
workplace harassment.

We continued to enhance bribery law compliance efforts,
inctuding compliance with the UK Bribery Actand US Foreign
Corrupt Practices Act, by ensuring 100% of employees had
completed online anti-briberytraining at least once by the close
of 2012, and rolling it out to new employees on an ongoing basis.
We supplement online training with in-person sessions on topics
asrequired, including training on competition law and preventing
bribery for employees in higher risk positions and locations. Each
of our businesses have designated Preventing Bribery Working
Groups, which are engaged inimplementing and overseeing
compliance activities. Qur policies, training and other materials
are developedto help ensure compliance with laws globally.

We also undertake intermediary due diligence and monitoring

as partofroutine process.

We maintain a Record Management Policy, Record Retention
Schedule and related resources to help employees properly
manage company records, setting out what, why, how, and for
how long, different types of records must be retained and
disposed of. In the year, we issued the policy to allemployees
in English-speaking countries.

Reed Elsevieris a signatory of the United Nations Global Compact
[UNGC] - businesses mustalign their governance and operations
with ten principles related to human rights, labour, environment
and anti-corruption. We demonstrated leadershipin 2012 by
serving onthe UNGC Advisory Group for the UK and the UNGC
Supply Chain Advisory Group. We were also partof the CEO Water
Mandate Steering Group and represented the initiative onthe
board of the Alliance for Water Stewardship. We participated in
the UNGC's Corporate Sustainability Forum in Rio de Janeiro,
where a new Water Action Hub was launched, for whichwe are
providing a free news feed with water basin information. The
UNGC judged our 2012 Communication on Progress, required of
signatories each year, to have attained Advanced level. Inthe year,
we provided video content on the UNGC for tawyers and held
webinars onthe UNGC for our suppliers.
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Progress

Completion of Reed Elsevier
Code of Ethics and Business
Conducttraining by 100% of
employees within 90 days of
theiremployment start date
Continue bribery law
compliance activities, with

particular reference to the UK

Bribery Actand US Foreign
Corrupt Practices Act

Record§ Ma’négement Povlicvy
roll outtothe UKand other
countries

100% completion achieved

100% of employees
completed online
training, rotled out to new
employees onanongoing
basis; in-persontraining
foremployeesin higher

risk roles and geographies;

intermediary due diligence
and related monitoring as
partofroutine process
Policyissued to all
employees in English-
speaking countries;
guidance to business units
onimplementation efforts

Achieve 100% completion of all computer-based

compliance courses

Advance RecordlManagerr{entbPolicy implémehté’(ion and

rollouttranslations

Enhanced trarining programrﬁe forinternal myvés'tigators
of Code of Ethics and Business Conduct breaches
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Our 30,400 people are our strength. Ourworkforce is 53% female
and 47% male, with an average length of service of 9 years.

The Reed Elseviér Nominations Committee considers the
knowledge, experience and background of individual Board
directors. Byyearend 2012, women made up 27% of the members
ofthe Reed Elsevier NV Combined Board and 20% of the members
ofthe Reed Elsevier PLC Board. Following the Annual General
Meetingstobe held in 2013 we expect these percentages to have
increasedto 30% and 22%, respectively, reaching the goals we
announcedin 2011

The Reed Elsevier Diversity and Inclusion [D&1) Statement
articulates our commitment to a diverse workforce and
enviranment that respects individuals and their contributions,
regardlessof theirgender, race or other characteristics. Our D&
Strategyisfocused on translating the Staternent into practical
action. Armong its commitments is maintaining a D& Advisory
Groupcomprised of a senior business and MR leader from each
business unit, supported by a broader D& Working Group.
Togetherwith D&l specialists, Pluribus, we carried outa D&I
training pitatin 2012 involving 78 staff from all business units.
Course content included making the business case for D&l on
ethical, economic, regulatory, and reputational grounds. We
encourage affinity groups, like women’s forums, which provide
supportand mentoring and encourage comrmunity involvement.

In 2012, we held a stakeholder session with our CR Forum [chaired
by a member of senior management and involving individuals
representing all key business functions and businesses)on
diversity and inclusion for media companies and Reed Elsevier.
Participants included the head of diversityand corporate social
responsibility for one of our customers; the CEQ of the Association
of Women in Science; the head of talent forone of our business
units; adiversity expert; and the convener of the Media CSR
Forum. As a member of ID (Inclusion and Diversity) 100, a network
forsharing D&l knowledge among FTSE100 peers, we hosted a
panelon boardroom diversity with executive search firm leaders
Egon Zehnder, JCA Group and the Zygos Partnership.

In 2012, we conducted a global Employee Opinion Survey [EOS) to
understand how our people feelabout Reed Elsevier. We donated
$1for every completed survey to our global fundraising effort
for Plan UK focused on education for girls, and hada 77%
participation rate; Overall, employees rate Reed Elsevieras a
company that employs strong, ethical principles inits business
practiceswith improved scores since the last survey in 2009 in
overall satisfaction, innovation and custemer focus. We are
prioritising areas identified in the EOS that remained flat with
localactionplans led by managers.

Ouremployees have the right to a healthy and safe workplace

as outtined in the Reed Elsevier Health and Safety Policy. We
concentrate onareas of greatest risk, for example, warehouses,
events and exhibitions. However, as a primarily office-based
company, ourkeyimpactareas are posture-related muscular
strains, slips/tripsand falls. To reduce ourseverity rate (lost days
per 200,000 hours worked), we conduct risk assessments, and
workwith athird party in the US to assign anurse case manager
toeach complex or severe claim. We have achieved a 70%
reduction inthe severity rate since 2008.

Inthe US, where we have our largest concentration of employees,
we expanded the REACH programme, which promotes workplace
wellbeing through health screenings, online assessments, stress
awareness training, and weight lossandsmoking cessation
programmes, with financial incentives for participation. We
captured wellbeing metrics including the number of people who
attended a personal wellness screening which increased to 34%
of US employees. There was a 40% quit rate among employees
who undertook a stop smaking course. The resulting datais
helping us understand the health status of our people to better
targetwellness programmes,

Ourannual re:fitZwin global wellbeing competition, which
encourages employees to establish fitness teams to compete for
cash prizes for the charities of their choice, continued to grow in
2012. 116 teams (84 in 2011} took part across Reed Elsevier and
ran, walked, cycled and swam a total of 106,271 miles/171,027
kilometres,a 77% increase over 2011.

Pragress

Completedwith77%
participationrate

Undertake global Employee
Opinion Survey

Pilots completed for all
businessunits

Initiate diversity and inclusion
training pilot

Capture and reporton
wellbeing performance and its

benefits

Metrics include number of
staff completingwellness
screenings - 34% of US
employeesparticipated
115% in 2011} benetits
inctude understanding
“health status of workforce
‘tobettertarget wellness
programmes

»  Followup onglobal Employee Opinion Survey results

Expand diversity and inclusion training across business
unit

. vi'nétx ute health cdya'c'h”programmeto provide personahwd ‘
support to staff




DVANCING ACCESS
S L
ND SANITATION

L/
THE REED ELSEVIER ENVIRONMENTAL CHALLENGE
DEMONSTRATES THAT THE DISSEMINATION OF
“SEARCH AND IDEAS IS APOWERFUL FORCE FOR
IMPROVING HEALTH AND QUALITY OF LIFE. WINNING

'PéOJECTS EMBODY CREATIVE SOLUTIONS TO ACCESSING
WATER AND SANITATION IN AREAS OF GREAT NEED.

Youngsuk “YS” Chi

Director Corporate
Aftairs

Vll

The Reed Elsevier Environmental
Challenge advances sustainable
access to safe water and sanitation
whereitis presentlyat risk.

Projects must be innovative, scalable,
involve local communitiesand address
issues such as health; education, and
non-discrimination. 2012 winners were

“the Centre for Affordable Water and

Sanitation Technology, forabiosand
filter toimprove drinking water in
Nepal, and Sanergy, a network of small,
highquality sanitation centresin Kenya,
runbylocal entrepreneurs.

Biolayer ~

Fittration
Sand

Separation _
Gravel
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&, Gustomers

I 2012, we surveyed miore than 300,000 customers through

Net Promoter Score [measuring customer loyalty) and business
dashboard programmes. This allows usto deepen understanding
of their needs and further drives forward @ customer-centric
culture across Reed Elsevier. Results, reviewed by the CEQ and
senior managers and communicated to staff, illuminate where we
are doing well and where we must do better. To aid colleagues who
work with customers, in 2012 we begana CR Sales Academyto
helpthemarticulate our commitment to corporate responsibility
and the benefits it provides to our business such as reducing risk
and strengthening our corporate reputation. Sessions included
ourapproachto corporate responsibility, the environment,
accessibility, and governance. Contentis made available to all
staff through the Corporate Responsibility section of the
corporate intranet.

Inthe year, we consulted more widely on the Reed Elsevier Editorial
Policy, including with our European Works Council, further
strengthening provisions such as editorial independence as a result,
The Editorial Policy stipulates our responsibility to make clear
distinctions between fact and opinion and user-generated or other
content and encourages dialogue on our content, including through
social media. We made it available to all staff through the corporate
intranetand publicly available through the Reed Elsevier website.

We are committed to improving access to our products and
services forall users, regardless of physical ability. In 2012,

we drafted a Reed Elsevier Accessibility Policy thatexpresses
our desire to lead the industryin providingaccessibility solutions
to custorners and contribute to international standards with
products that are perceivable, operable, understandable, and
robust. Inthe year, members of the Accessibility Working Group
logged 76 projects in accessibility undertaken during the course
of the year. Elsevier's Global Books Digital Archive fulfilled 4,000
disability requests, 50% of them through AccessText.org, a service
it helpedestablish.

20 Progress

Rolt out updated Editorial
Policy

CR SatesAcademy

initiated with sessions on
corporate responsibitity
performance, the :
environment, accessibility,

Dzﬁvemp CRS dlesAcademy -

and governance

Reed Elsevi @rAccesmb:btv
F’Ql ey drafted; princip les
include leading industry
inproviding accessi battty
splutions tocustomers

DevelopReedElsevier
Accessibility Policy

Fmbed updated ?:d tzmal Poi;cy

mrarpsrate cerporatexegpon xbihtycamponent nto
regular customer-facing staff training

« Consulton Reed Elsevier Accessibility Policy and begin
implémentation

RE Cares, our global community programme, promotes education
for disadvantaged young people aligned with our tinigue
contributions as a business, and allows staff up to two days off per
year for their own community work. We donated £2.5m incash
(including through matching gifts) and the equivalent of£2.8m in
products, services and stafftime in 2012. 30% of employees were
engaged involunteering through RE Cares and we reached 20,200
disadvantaged young people through volunteering, in-kind, and
cash donations.

Aninternational network of more than 180 RE Cares Champions
engage colleagues throughout the year in activities such as the
RE Cares Challenge, which rewards business-sponsored
community engagement.

Fach September, we hold RE Cares Month to celebrate our
community activities, with volunteering spotlighted on Global RE
Cares Day during the month. In 2012, activities involved more than
3,300 staffin local community projects. Among them, LexisNexis
Risk Selutions held the Windward Challenge, a 5km racein support
of KaBoom! which provides recreational spaces for children,
involving more than 500 staff and members of the community.

During the month we held our annual global book drive yielding
more than 12,000 books for localand developing world readers,
and announced the winners of the second Recognising Those
Who Care Awards to highlight the contributions to RE Cares of
eightindividuals and four RE Cares teams. Individual winners
fromacross the businesstook partin visits to projects we are
supporting through Plan International in Peruand India led by
Youngsuk "YS” Chi, Reed Elsevier's Director of Corporate Affairs,
and Hugo Zhang, Reed Elsevier China’s Director of Government
Affairs. The winning teams were from Elsevier Amsterdam,
LexisNexis Dayton, LexisNexis New York, and Reed Exhibitions
Norwalk who won cash prizes for their chosen charities.

Progress

30% achieved

25% of employees volunteering
through RECares

Reach 10,000 dtsadvantaged
young people through
volunteering, in-kind, and
cash donations

OB IECTIVES

Skills-based Two Days volunteer drive [all staff have two
days each yearfor community wor k of their own chmcamg}

25% of locations involved in RE Lareg Momh
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We require our suppliers to meet the high standards we set for
ourselves. Qur Supplier Code of Conduct stipulates adherence to
alllaws and best practice in areas such as human rights, labour
and the environment. Through our Socially Responsible Supplier
[SRS) database, in 2012 we tracked 477 critical, preferred and
strategic suppliers, and those we deem high risk according to
criteria from the Corporate Executive Board's Global Country
Analysis Support Tool, human trafficking data from the US State
Departmentand rankings inthe Environmental Performance
Index produced by Yale University and Columbia University.

The tracking list changes year onyear based onthe number of
suppliers we do business with who meet the required criteria.
We started 2012 with 47% of suppliers on the SRS tracking listas
signatories to the Supplier Code and reached 75% by year end.
We have embedded signing the Supplier Code into our e-sourcing
tool as one of the criteria for doing business with us and have an
additional 1,925 signed codes.

Specialist supply chain auditors, Intertek, undertook 52 external
audits for 2012 of high risk suppliers. Any incidence of Supplier Code
non-compliance identified in the audit process triggers a corrective
action plan with supplier remediation required on allissues.

To engage suppliers on key issues, we broadened our Socially
Responsible Supplier Academy covering the audit process,
environmental management, diversity and inclusion, community
engagement, preventing bribery, and the UN Global Compact,
among other topics.

Progress

75% (361 of 477 key
suppliers); 1,925 other
Caodesignatories

75% of key suppliers as
Supplier Code of Conduct
signatories

50 external audits of high risk
suppliers

Broaden Socially Responsible
Supplier Academy

suchasdiversityand
inclusionandaccessibility;
47% increasein
registrations aver 2011

56completedlincludes

B

78% of key suppliers as Supplier Code of Conduct
signatories
- 55 external audits of high risk suppliieris

* DevelopUS Supplier DiversityPlan
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In 2012, we launched our updated environmental targets following
extensive consultation with stakeholders. Ourtargets reflect

our performance and keyissues and can be found along with full
environmental performance detailsinthe 2012 Corporate
Responsibility Report at reporting.reedelsevier.com/cri2.

We attained 33% of our electricity from renewable sources in the
year and were ranked as the 2012 sector leader in the Carbon
Disclosure Project, representing 655 investors with $78,000bn
under management.

Our Environmental Champions network, employee-led Green
Teams, and engagement through networks such as Publishers
Database for Responsible Ethical Paper Sourcing, inform
management plans to address our environmentalimpact.
Among them is the Reed Elsevier Environmental Standards
programme, which sets benchmark performance levels and
inspires green competition among offices. In 2012, 69 sites
(58% of key locations] achieved five or more standards attaining
green status. Reed Elsevier's CFO wrote to all staff recognising
their achievement on World Environment Day and also identified
Green Heroes across the company, nominated by their peers for
their environmental efforts.

We have a positive environmental impact through our
environmental publications and services which spread good
practice, encourage debate, and aid researchers and decision
makers. The most recent results from independent Market
Analysis System show our share of citations in environmental
science represented 33% of the total market, and 71% in energy
andfuels.n 2012, CEO Erik Engstrom signed a CEQO Water
Mandate Communiqué calling on government leaders attending
the Rio + 20 Earth Summit to prioritise sustainable water.

Progress

W
€
19,
%
o
n
=
®
=
@
%

25% of electricity from 33%achieved

renewable energy or offsets
50% of key locations to achieve 58% achieved (69 locations
five or more RE Environmental Vs 401n2011)

Standards

Launched externally
through annualreporting
documents:internally
through Environmental
Championsand Green
Teams

Launch updated environmental
targets

¢ 35% of electricity fromrenewable energy or offsets

60% of key locations to achieve five or more updated
RE Environmental Standards

Map range of Reed Elsevier environmental products
and services
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‘

KEY ENVIRONMENTAL FERFORMANCE INDICATORS  Intensity Absolute 2012
achievement achieverment 2012 Intensity figure
Target to date to date Absolite {per million
2015vs 2010 70’&? vs 2010 2012vs 2010 figire turnaver)
5@@;}@1 uZO% mtengxty 9% =18% 10, 765 tf;O ] 176100,
Clirnate change 5(‘0@@2 RRE 10%mtensxty ’l./~15% """ f H1 27,1051C0, e2078tCO)e
' SmpoS( usiness travel) s E%mtensny - 34 950t O‘yéw ” ”5‘;’71‘{{207@
Office energy usel ntem!ty -20% intensity 115 7241 M\Nh 18.92 MWh
Percentage @femrgyfmm Stk i ST
Energy renewable or offset 50%absolute - 33% 73,257 MWh
Averaqe T S e A A AT
Usage Effectiveness [PUE] 1.70absolute = 1.70 125,103 MWh
ﬁerremageoweymcatmns et e s B
Water inwater stressedareas
achieving usage of 10m?of
water perpersonperyear 100% absolute 69% 24 location
e O GEE s T 70&6&0715\&,: ...........................

We achieved the following re

Busingss inthe Community
CRindex
= Platinumstatus

Carbon Disclosure Project
Leadership Index
~FISE350sectorteader

SWESUPPORT.

Carmg for Climate

Deloitte.

Caringfor Climate Deloitte Sustainability
top 25 performer Reporting Scorecard
~FTSE350sectorleader = currentgood/

teading practice

Bowlon
Sustamabahty ndexes
Wgioher 1012733

Dow Jones Sustainability
indexes
=included

ECPlEthical Funds
recognition

bensein

Ecp Ag& sustilnahmt‘y” i

=included

Ethibel Pioneer and
Ethibel Excellence

FISE4Good

FTSE4Good Index
~included

samdg

SAM Sustainability Awards
=hronze medalist

G L0
bronze class

sector

Triodos Bank Sustainable
Equity/Bond Fund
~firstinthe publishing

- BUSINESs

UK National Business VBDO supply chain
Awards benchmark
~Sustainability ~top 10

Awards finalist :

ok 3RO

Vioe
%

Vigeotop 20
=strongperformer:top 120
inEurope; top 120 globally

B

%@ THE FULL 2012 CORPORATE RESPONSIBILITY REPORTIS AVAILABLE AT REPORTING.REEDELSEVIER.COM/CR12
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Chief Financial Officer’s report

Revenue was £6,116m [2011: £6,002m], up 2%. At constant
exchange rates, revenue was up 3%. Underlying revenue growth
was 4%, or 3% excluding the net cycling in of biennial exhibitions.

{Em o Changé
201 revenue 5,002
Underlying growth 230 +4%
Acquisitions 148 +3%
Disposals {201 4%
Currency effects {633 “1%
2012 revenue b 116 +2%

Reported operating profit, after amortisation of acquired
intangible assets and acquisition related costs, was £1,358m
[2011: £1,205m)], reflecting the improved trading performance
described inthe Business Review.

Duncan Palimer
ChiefFinancial Officer

The amortisation charge in respect of acquired intangible assets,
including the share of amortisation in joint ventures, amounted

to £329m (2011: £359m). Acquisition related costs were £21m
[2011: £52m), reflecting the completion of the ChoicePoint
integration programme in 2011. Disposals and other non operating
gainswere £45m [2011: £21m losses], principallyarising from
business divestments, in particular Totaljobs, offset by property
charges relating to disposed businesses.

2017 saw conti

Net finance costs were lower at £216m {2011: £235m}, including
the benefit of term debt refinancing.

The reported profit before taxwas £1,187m (2011 £948m). The
reported tax charge was £113m (2011: £181m}. This includes an
exceptional tax creditof £96m resulting from the resolutionof a
number of significant prior year tax matters. Onthe basis of its
size and nature the tax credit has been excluded from adjusted
net profit. The reported net profit attributable tothe parent
companies’ shareholders was £1,069m (2011: £760m].

nensions a W@ lease adjusted basi

i

6071 6055 6007
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Change
2012 2011 atconstant Change
£m £m Change  currencies  underlying
Reportedfigures
Revenue 6,116 6,002 +2% +3% +4%
Operating profit 1,358 1,205 +13% +13%
Prefitbefore tax 1,187 948 +25% +26%
Net profit 1,069 760 +461% +40%
Netborrowings 3,127 3,433 @
Adjusted figures §
Operating profit 1,713 1,626 +5% +6% +6% a
Operating margin 28.0% 27.1%  +0.9%pts E
Profit before tax 1,497 1,391 +8% +8% -
Net profit 1,138 1,060 +7% +8%
Operating cash flow 1,603 1,515 +6% +7%
Operating cash flow conversion 94% 93%
Returnoninvested capital 11.9% 11.2% +0.7%pts

Reed Elsevieruses adjusted and underlying figures as additional performance measures. Adjusted figures are stated before the amortisation of acquired intangible assets,
acquisition related costs, disposal gains and losses and other nonoperating items, related tax effects, exceptional prior year tax credits (in 2012 only} and movements in
deferred taxationassets and liabilities that are not expected to crystallise in the near termand include the benefit of tax amortisation where availabte on acquired goodwill and
intangible assets. Adjusted operating profitis also grossed up to exclude the equity share of taxes in joint ventures. Acquisition related costs relate to acquisition integration,
professional and other transaction related fees, and adjustments to deferred and contingent consideration. The exceptional prioryear tax creditarising in 2012is described in
note 9 to the combined financial statements. Reconciliations between the reported and adjusted figures are set outin note 10 to the combined financial statements. Underlying
growth rates are calculated at constant currencies, and exclude the results of all acquisitions and disposals made in both the year and prior year and assets held for sale
Constantcurrencygrowthrates are based on 2011 fullyear average and hedge exchange rates.

1e3uBUL

a
2
o
=

Total operating costs increased by 2% at constant currencies,
including acquisitions and disposals. Underlying costs were up

Adjusted operating profitwas £1,713m (2011: E'IiéZé)m)) up 5%. 4%, reflecting volume growth as welt as organic investment in
Atconstant currencies, adjusted operating profits were up 6%. new product development and sales & marketing, partly offset
Underlying growth was also 6%. Profit performance across bycontinued improvements in process efficiency.

the businessis describedinthe Business Review.
The overall adjusted operating margin at 28.0% was 0.9 percentage

points higherthanin the prioryear. Thisincluded a 0.5 percentage
point benefitto margin from portfolio change and a 0.1 percentage
point benefitfrom the multi-year journal subscription currency

Change  hedging programme net of other currencytranslation effects. Ei;'

. . i W

20T ad}gsted operating profit 1.626 The net pension expense, before the net pension financing credit, 2

Unde‘r(‘y.mg growth 85 6% was £89m (2011: £96m], including settlement and curtailment ﬁ
Acquisitions 35 +2% . e e
; credits of £20m {2011: £9m]}. The net pension financing credit was
Disposals (22) ‘2% £25m (2011: £34m] reflecting the increase in scheme liabilities at
Cgrre.a.ncy.effectsm e B ,{1,1) J% the beginning of the year compared with ayear before and lower

2012 adjusted operating profit 1,713 +5%  expectedassetreturns.
Nl
;

1,570 1,555 1,626 1,713 2599 957y  271%

S R—

2010 2011

2009 2010 2011 2012
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Adjusted profit before taxwas £1,497m (2011: £1,391m), up 8%
atboth reported and constant exchange rates, reflecting the
increase inadjusted operating profits and a lower net

interest expense.

2012

£m £m
Adjusted profit before tax 1,497 1,391
Amortisation of acquiredintangible assets 1329} {359
Acquisition related costs {21} {52}
Reclassification of taxin jointventures {5} (11
Disposals and other non operating items 45 (21)
Reported profit before tax 1,187 948

The effective tax rate on adjusted profit before taxat 23.6% was
0.3 percentage points higher thanin the prior year, resulting
fromthe geographic mix of the netincrease in pre-tax profits.
The effective tax rate excludes an exceptionaltax credit of £96m
described above, movements in deferred taxation assets and
liabilities that are notexpacted to crystallise in the near term,
and includes the benefit of tax amortisation where available on
acquired goodwill and intangible 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
injointventures.

The application of taxlaw and practice is subject to some
uncertainty and amounts are provided in respect of this.
Discussions with tax authorities relating to cross border
transactions and other matters are ongoing. Although the
outcome of open items cannot be predicted, no significant
impact on the financial position of Reed Elsevier is expected.

The adjusted net profit attributable to shareholders of £1,138m
[2011: £1,060m} was up 7% and up 8% at constant currencies.

Adjusted operating cash flow was £1,603m (2011: £1,515m], up 6%
compared with the prior year and up 7% at constant currencies.
The rate of conversion of adjusted operating profits into cash flow
was 94% (2011: 93%).

2012 2011

£m £m
Adjusted operating profit 1,713 1,626
Capital expenditure {333] [350]
Depreciation and amortisation of internally
developed intangible assets 227 207
Working capital and other items {4} 32
Adjusted operating cash flow 1,603 1,515
Cash flow conversion 946% 93%

Capital expenditure included within adjusted operating cash
flowwas £333m (2011: £350m), including £263m (2011: £265m)]
inrespect of capitalised development costs included within
internally generated intangible assets. This reflects the sustained
investmentin new products and related infrastructure,
particularly inthe Legal business. Depreciation and the
amortisation of capitalised development costs was £227m

[2011: £207m].

Free cash flow - after interest and taxation - was £1,098m
{2011: £1,062m] before acquisition related spend and cash flows
relating to exceptional restructuring programmes from prior
years. Theincrease compared with the prior yearis after higher
taxes paid of £281m (2011: £218m), reflecting the improved
profitability and the utilisation of prior year tax losses in 2011,

Payments made in respect of acquisition related costs amounted
to £37m {2011: 38m). Payments in respect of the exceptional
restructuring programmes from prioryears were £25m

{2011: £52m), principally relating to property costs.

Free cash flow before dividends was £1,075m {2011: £977m).
Ordinary dividends paid to shareholders in the year, being the
2011 final and 2012 interim dividends, amounted to £521m [2011:
£497m). Free cash flow after dividends was £554m (2011: £480m).

10.6% 2%

2012

99%

98%

2010

2011
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2012 2011

£m £m

Adjusted operating cash flow 1,603 1,515
Interest paid {224) {235)
Tax paid {281) {218)
Acguisition related/ restructuring costs* {23 {85]
Free cash flow before dividends 1,075 977
Ordinary dividends {521} {497
Free cash flow postdividends 554 480

*Including cash tax relief/repayments

Cash spend on acquisitions and other investments was £323m,
including deferred consideration of £30m on past acquisitions.

Gross cash proceeds from disposals amounted to £242m,
including £7m from the sale of non-controlling interests. Net
proceeds, before tax, amounted to £160m, after related separation
and transaction costs, additional pension scheme contributions,
andworking capital and other adjustmentsin respect of prioryear
transactions. Nettaxrecovered in respect of disposals was £26m
[2011: tax paid £5m).

Sharerepurchases by the parent companies in 2012 were £250m
{2011 nil), with a further £100mrepurchased in 2013 as at

27 February. No shares of the parent companies were purchased
by the employee benefittrust {2017 nil. Net proceeds from the
exercise of share options were £48m (2011 £9m).

2012 2011
£m £m
Netdebtat 1 January {3,433) [3,455)
Free cash flow postdividends 554 480
Acquisitions/disposals:
Acquisitions* {323} {557
Disposals* 242 101
Share repurchases (250) -
Net proceeds from share options exercised 48 9
Other** (72} {35)
Currencytranslation 107 24
Netdebtat 31 December {3,127) (3,433)

*Gross cash amounts inyear; includes borrowingsin acquired businesses.
**Cashtax relief/payments and associated transaction costs on acquisitions/
disposals

53

Debt

Net borrowings at 31 December 2012 were £3,127m, a decrease
of £306m since 31 December 2011. Excluding currency translation
effects, net debt decreased by £199m, with acquisitions and share
repurchases funded from free cash flowand proceeds from
divestments. Expressed in US dollars, net borrowings at

31 December 2012were $5,079m, a decrease of $246m in the year.

Gross borrowings after fair value adjustments at 31 December
2012 amounted to £3,892m {2011: £4,282m]. The fair value of
related derivative assets was £124m [2011: £123m). Cash balances
totalled £641m (2011: €£726m). As at 31 December 2012, after
takingintoaccountinterestrate and currency derivatives, a total
0f59% of Reed Elsevier's gross borrowings were at fixed rates
with aweighted average remaining life of 5.6 years and interest
rate of 6.1%. Taking into account the cash balances and the fair
value of derivatives, as at 31 December 2012, 74% of Reed
Elsevier's net borrowings were at fixed rates.

The ratio of net debt to EBITDA (adjusted earnings before
interest, tax, depreciation and amortisation] for the year ended
31 December 2012 was 1.7x (2017: 1.8x}, and 2.2x(2011: 2.3x]
onapensions and lease adjusted basis.

Liquidity

During 2012, the second of two one year extension options was
exercised on the $2.0bn committed bank facility, extending the
maturity to June 2015. This back up facility provides security of
funding for shorttermdebt.

InSeptember 2012, €550m of fixed rate term debt with a maturity
of eightyears was issued at a coupon of 2.5% [before taking into
account fixed to floating interest swaps} and the proceeds usedto
pre-finance the €600m 6.5% coupon term debt maturing in April
2013. In October and November 2012, $561m of fixed rate term debt
with a maturity of tenyearswas issued ata coupon of 3.125%.
Related to this transaction, $299m of fixed rate term debt maturing
in January 2014 and January 2019, with a weighted average coupon
of 8.4%, was exchanged for $311m of the newly issued term debt and
cash payments of $75m. The remaining cash proceeds were used
toreduce shortterm commercial paper borrowings ahead of the
January 2014 bond maturity.

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

3,455

3433 3497

i e SR
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Details on the treasury policies of the combined businesses are
on pages 56 and 57 and in note 18 to the combined financial
statements.

2012 2011

£m £m
Goodwilland acquired intangible assets® 7173 7,628
Internally developed intangible assets™ 647 595

ST a \t, o N N . ok

?rop@rty, plant and equipment™ and 443 476
investments
Netassets held for sale 201 27
Net pension obligations {466} {242)
Working capital {1,139) (1,060]
Net capitalemployed 6,859 7,424

*Netofaccurnulated depreciation and amortisation.

Net capital employed was £6,859m (2011: £7,424m] at
31 Decermber 2012, a decrease of £565m.

The carrying value of goodwill and acquired intangible assets fell
by £455m, reflecting divestments completed and in progress, the
annual amortisation charge and currency effects, partly offset by
acguisitions in 2012, Anamount of £229m was capitalised in the
yearas acquired intangible assets and £165m as goodwill.

Development costs of £261m {2011: £270m]} were capitalised
withininternally developed intangible assets, most notably
investmentin new products and related infrastructure in the
Legal business.

Net pension obligations, l.e. pension obligations less pension
assets, at31 December 2012 increased to £466m {31 December
2011 £242m), including a deficit of £306m {31 December 2011:
£87m]inrespectof funded schemes, which were on average 93%
funded at the end of the year onan IFRS basis. The increased
deficitreflects an increase in labilities following a reductionin
discount rates over the year.

Negative working capitalincreased by £79m, reflecting the impact
of divestments completed and in progress and reductions in
physicalinventory.

Gross capital employed at 31 December 2012 was £11,338m
{2011: £11,968m] after adding back accumulated amortisation
andimpairment ofacquired intangible assets and goodwill.
The decrease of £630m principally reflects currency effects
andthe increase in net pension obligations.

The post-tax return on average invested capital in the year was
11.9% [2011: 11.2%). This is based on adjusted operating profits for
theyear, less tax at the effective rate, and the average of the gross
capital employed at the beginning and end of the year, retranslated
atthe average exchange rates, adjustedto exclude the gross up

to goodwill in respect of deferred tax liabilities established on
acquisitions in relation to intangible assets. The increasein the
return reflectsthe improved trading performance and

capital efficiency.

Structure

Elsevier Reed Finance BY, the Dutch parent company of the
Elsevier Reed Finance BV group ["ERF”], is directly owned by
Reed Elsevier PLC and Reed Elsevier NV. ERF provides treasury,
finance, intellectual property and reinsurance servicesto the
Reed Elsevier Group plc businesses through its subsidiaries

in Switzerland: Elsevier Finance SA{"EFSA"], Reed Elsevier
Properties SA["REPSA"} and Elsevier Risks SA["ERSA™). These
three Swiss companies are organised under one Swiss holding
company, whichisinturn owned by Elsevier Reed Finance BY.

Activities

EFSAis the principaltreasury centre for the Reed Elsevier
combined businesses. Itisresponsible for allaspects of treasury
advice and supportfor Reed Elsevier Group plc’s businesses
operating in Continental Europe, Latin America, the Pacific Rim,
India, China and certain other territories, and undertakes foreign
exchange and derivatives dealing services for the whole of Reed
Elsevier. EFSAalso arranges ordirectly provides Reed Elsevier
Group plc businesses with financing for acquisitions, product
developmentand other general requirements and manages
cash pools, investments and debt programmes on theirbehalf.

REPSA actively manages intellectual property assets including
trademarks such as The Lancet and databases such as Reaxys and
PharmaPendium.in 2012 it continued to strengthen its position

as a centre of excellence in the management, developmentand
branding of intellectual property assets. ERSAis responsible for
reinsurance activities for Reed Elsevier.

Major developments

In 2012, EFSAwas active in arranging the financing and foreign
currency contracts for Reed Elsevier Group plc companies related
to cross border dividends and acquisitions. EFSAissued €550m
of term debt notes in September 2012 the proceeds of which
pre-financed EFSA's €600m term debt maturing in April 2013.
Itnegotiated and advised Reed Elsevier Group plc comnpanies
onanumber of banking and cash managerment arrangementsin
Continental Europe and Asia and continued to advise ontreasury
matters, including interest rate, foreign currency and certain
other financial exposures.

The average balance of cash under management by EFSAIn 2012,
on behalf of Reed Elsevier Group plcand its parent companies,
was approximately US$0.5bn [2011: US$0.8bn).

Liabilitiesand assets

At31December 2012, 82%{2011: 91%] of ERF's gross assets were
heldinUSdollars and 17% (2011: 9%} in euros, including US$8.4bn
[2011: US$8.6bn) and €0.6bn (2011: €0.6bn} inloans to Reed
Elsevier Group plc subsidiaries. Loans made to Reed Elsevier
Group plc businesses are funded from equity, long term debt of
US$2.6bn and short term debt of US$0.2bn backed by committed
bank facilities. Sources of long term debt include Swiss domestic
publicbonds, bitateralterm loans, private placements and
syndicated bank facilities. Short term debtis primarily derived
from euroand US commercial paper programmes.
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Change
2012 2011 atconstant
Reed Elsevier PLC £m £m Change  currencies
Reported net profit 552 389 +42%
Adjusted net profit 602 561 +7% +7%
Reported earnings pershare 46.0p 32.4p +42%
Adjusted earnings pershare 50.1p 46.7p +7% +8%
Ordinarydividend per share 23.0p 21.55p +7%
Reed Elsevier NV €m em
Reported net profit 658 437 +51%
Adjusted net profit 700 610 +15% +15%
Reported earnings per share €0.90 €0.59 +53%
Adjusted earnings per share €0.95 £0.83 +14% +8%
Ordinary dividend per share €0.467 €0.436 +7%

The reported earnings per share for Reed Elsevier PLC
shareholders was 46.0p [2011: 32.4p) and for Reed Elsevier NV
shareholderswas €0.90{2011: €0.59), reflecting the improved
trading performance, disposals gains and the exceptional prior
year tax credit.

Adjusted earnings pershare were up 7% at 50.1p (2011: 46.7p]
and 14% at €0.95(2011: €0.83]) for Reed Elsevier PLC and Reed
Elsevier NVrespectively. Atconstantrates of exchange, the
adjusted earnings per share of both companies increased by 8%.

The equalised final dividends proposed by the respective Boards
are 17.0p pershare for Reed Elsevier PLC and €0.337 per share
for Reed Elsevier NV, 7% and 3% higher respectively compared
with the prioryear finat dividends. This gives total dividends for
the year of 23.0p (2011: 21.55p) and €0.467 [2011: €0.436}, both
up 7%. [The difference in growth rates in the equalised final
dividends, and in the earlier interim dividends, reflects changes
inthe euro: sterling exchange rate since the respective prior
year dividend announcement dates.)

Dividend cover, based on adjusted earnings per share and the
totalinterim and proposed final dividends for the year, is 2.2 times
[2011: 2.2x) for Reed Etsevier PLC and 2.0 times (2011: 1.9x} for
Reed Elsevier NV. The dividend policy of the parent companies is,
subjectto currency considerations, to grow dividends broadly in
line with adjusted earnings per share whilst maintaining dividend
cover [being the number of times the annual dividend is covered by
the adjusted earnings per share] of at least two times over the
longerterm.

Between Septemberand December 2012, 23.3m Reed Elsevier
PLC sharesand 12.7m Reed Elsevier NV shareswere
repurchased, to mitigate the earnings per share dilution from
divestments. Asat 31 December 2012, sharesinissue for Reed
Elsevier PLC and Reed Elsevier NVrespectivelyamounted to
1,186.6m and 682.4m [excluding R shares]. Afurther 8.1m Reed
Elsevier PLC sharesand 4.7m Reed Elsevier NV shares have
beenrepurchasedinJanuaryand February 2013.

=

DS

6%
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2009 2010 201 2012

Reed Elsevier PLC Reed Elsevier NV
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The combined financial staterments are prepared in accordance
withinternational Financial Reporting Standards as adopted by
the European Union and as issued by the Internationat Accounting
Standards Board following the accounting policies shown on
pages 98 to 103. The most significant accounting policies in
determining the financial condition and results of the combined
businesses, and those requiring the most subjective or complex
judgement, relate to the valuation of goodwill and intangible
assets, share based remuneration, pensions, litigation, taxation
and property provisioning. Further detail is provided in the
accounting policies on pages 107 to 103,

AmendmentstolAS19 - Employee Benefits [effective for the
2013 financial year)

With effect from 1 January 2013, 1A519 - Employee Benefits
{revised] inter alia changes the methodology to be used inthe
calculation of the net pension financing credit or charge in relation
to defined benefit pension schemes. Underthe revised standard,
pension asset returns included within the net pension financing
creditor charge are to be calculated by reference to the discount
rate of high quality corporate bonds [being also the discount rate
applied ir the caleulation of pension obligations) and no longer
based onthe expected returns on scheme assets. Typically the
effectwill be to reduce the asset returns recognised inthe income
statement. As required underthe revised standard, comparatives
will be restated accordingly.

Adoption of tAS1Y [revised] will have noimpact on Reed Elsevier’s
combinedbalance sheet or cash flows. The net pension financing
creditorcharge will, with effect from 1 January 2013, be
presented within net finance costs in Reed Elsevier’s combined
incorne statement, rather than within operating profit as currently
reported. Giventhat the revised standard may introduce greater
volatility to the income statement, following adoption on 1 January
2013 the net pension financing creditor charge will be excluded
from the adjusted earnings figures used by Reed Elsevier as
additional performance measures.

Had 1AS19 [revised) and related presentation been in effect for the
2012 financial year, operating profit for the year to 31 December
2012 would have been £25m lower (2011: £34m) and net finance
costs would have been higher by £11m [2011: £9m). On an adjusted
basis, profit before tax would have been £25m lower [2011: £34m).
The balance sheetand cash flows would have been unchanged.

The Boards of Reed Elsevier PLC and Reed Elsevier NV have
requested that Reed Elsevier Group plcand Elsevier Reed Finance
BY have due regard to the best interests of Reed ElsevierPLC

and Reed Elsevier NV shareholders in the formulation of treasury
policies. Financialinstruments are used to finance the Reed
Elsevier businesses and to hedge transactions. Reed Elsevier’s
husinesses do not enter into speculative transactions. The main
treasury risks faced by Reed Elsevier are liquidity risk, interest
rate risk, foreign currency risk and credit risk. The Boards of the
parent companies agree overall policy guidelines for managing
eachofthese risks and the Boards of Reed Elsevier Group pleand
Elsevier Finance SA agree policies [in line with parent company
guidelines] for their respective business and treasury centres.
Asummary of these policies is given below.

Capital and liguidity management

The capital structure is managed to support Reed Elsevier’s
objective of maximising long term shareholder value through
appropriate security of funding, ready access to debtand capital
markets, cost effective borrowing and flexibility to fund-business
and acquisition opportunities whilst maintaining appropriate
leverage to optimise the cost of capital.

Overthe long term Reed Elsevier targets cash flow conversion
{the proportion of adjusted operating profits converted into cash}
and credit metrics toreflect 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 periods of time, for instance following an acquisition. The
principal metrics utilised are free cash flow {after interest, tax
and dividends] to netdebt, net debtto EBITDAand EBITDA to net
interest, allon a pensions and lease adjusted basis, andthese
metrics are moenitored and reported to senior management and
board representatives on a quarterly basis. Cash flow conversion
of 90% or higheris consistent with the rating target. The cash flow
conversion in 2012 was 94% (2011: 93%) and for the year ended

31 December 2012 net debt to EBITDAwas 2.2x [2011: 2.3x) on a
pensions and lease adjusted basis.

Reed Elsevier's use of cash over the longer term reflects these
objectives through a progressive dividend policy, selective
acquisitions and, fromtime to time when conditions suggest,
share repurchases whilst retaining the balance sheet strength to
maintain access to the most cost effective sources of borrowing
and to support Reed Elsevier’s strategic ambition in evolving
publishing and information markets.
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The balance of long term debt, shortterm debt and committed
bank facilities is managed to provide security of funding, taking
into account the cash generation of the business and the uncertain
size and timing of acquisition spend. Reed Elsevier maintainsa
range of borrowing facilities and debt programmes from a variety
of sources to fundits requirements at short notice and at
cornpetitive rates. The significance of Reed Elsevier Group pic’s
US operations means that the majority of debtis denominated in
US dollars. Policy requires that no more than US$1.5bn of term
debtissues should mature inany 12-month period and no more
than US$3.0bn inany 36-month period. In addition, minimum
levels of borrowings with maturities over three and five years are
specified, depending onthe level of netdebtand free cash flow.
Fromtimetotime, Reed Elsevier may redeemterm debt early

or repurchase outstanding debtin the open market depending
onmarket conditions,

Therewere no changes to Reed Elsevier'slong term approach
to capital and liquidity management during the year.

Interest rate exposure management

Reed Elsevier's interest rate exposure management policy is aimed
atreducing the exposure of the combined businessesto changesin
interestrates. The proportion of interest expense thatis fixed on net
debtis determined by reference to the level of netinterest cover.
Reed Elsevier usesfixed rate term debt, interest rate swaps,
forward rate agreements and interest rate options to manage

the exposure. Interestrate derivatives are used onlyto hedge
anunderlying risk and no net market positions are held.

Aftertaking into accountinterest rate and currency derivatives,
at31 December 2012 interest expense was fixed on an average of
£2.2bn offorecast debt for the next 12 months. This fixed rate debt
reducesto £1.7bnbythe end of 2014 and reduces further thereafter
with all but £0.7bn of fixed rate term debt [not swapped to floating
rate] having matured by the end of 2019.

At 31 December 2012, fixed rate term debt (not swapped to floating
rate]amountedto £2.1bn (2011: £2.4bn} and had a weighted average
life remaining of 6.2 years (2011: 5.7 years) and aweighted average
interest rate of 6.4% (2011: 6.5%]. Interest rate derivatives in place
at 31 December 2012, which fix the interest cost on an additional
£0.2bn [2011: £0.6bn] of variable rate debt, have a weighted average
maturity of 0.3years (2011: 0.8 years] and aweighted average
interestrate of 3.6% (2011:3.2%).

57

Foreign currency exposure management

Translation exposures arise on the earnings and net assets of
business operations in countries other than those of each parent
company. These exposures are hedged, to a significant extent, by a
policy of denominating borrowings in currencies where significant
translation exposures exist, most notably US dollars. Currency
exposures ontransactions denominatedinaforeigncurrencyare
required to be hedged using forward contracts. In addition,
recurring transactions and future investment exposures may be
hedged, in advance of becoming contractual. The precise policy
differs according to the specific circumstances of the individual
businesses. Highly predictable future cash flows may be covered
fortransactions expected to accur during the next 24 months

{50 months for the Scientific, Technical & Medical subscription
businesses] within limits defined according to the period before
thetransactionis expected to become contractual. Covertakes
the form of foreign exchange forward contracts.

Asat31 December 2012, the amount of outstanding foreign
exchange coveragainst future transactionswas £1.2bn
[2011: £1.3bn).

Creditrisk

Reed Elsevier has a credit exposure for the full principal amount of
cash and cash equivalents held with individual counterparties. In
addition, it has a credit risk from the potential non performance by
counterparties to financialinstruments; this credit risk normally
being restricted to the amounts of any hedge gain and not the full
principatamount being hedged. Credit risks are controtled by
monitoring the credit quality of counterparties, principally
licensed commercial banks and investment banks with strong
long term credit ratings, and the amounts cutstanding with
eachofthem.

Reed Elsevier has treasury policies in place which do not allow
concentrations of risk with individual counterparties and do not
allow significanttreasury exposures with counterparties which
are rated lower than A-/A3 by Standard & Poor’s, Moody's and
Fitch. At31 December 2012, cash and cash equivalents totalled
£641m, of which 98% was held with banks rated A/A2 or better.

Duncan Palmer
Chief Financial Officer
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Principal risks

Reed Elsevier has established risk management practices that
are embedded intothe operations of the businesses, based on
the framewark in internal controlissued by the Committee of
Sponsoring Organisations of the Treadway Commission (COSQ).
The principal risks facing Reed Elsevier, which have been
considered by the Audit Commitiees and Boards, are described
below. Itis not possible toidentify every risk that could affect our
businesses, and the actions taken to mitigate the risks described
below cannot provide absolute assurance thata risk will not

performance. Qur risk management and internal control
processes are described in the Structure and Corporate
Governance section. Adescription of the businessand a
discussion of factors affecting performanceis setoutin the

Chief Executive Officer’s report and Business Review. Financial
risks are discussed in the Chief Financial Officer’sreportand in
note 18 to the combined financial statements, Qurapproachto
managing environmental and other non financial risks is setoutin
the Business Review and the separate Corporate Responsibility

materialise and/oradversely affect our business or financial

Risk

Report. Important specific risks identified include:

Descriptionandimpact Mitigation
Econormy and Dernand for our products and services may beimpacted  Ourbusinesses are focused on professional markets
market by factors suchas the economic environmentin the US, which have generally been more resitientin periods of
conditions Europe and other major economies, and economic downturn. We deliver information solutions,
government funding. many on a subscription basis, which are importantto
our customers’ effectiveness and efficiency. We have
extended our position in high growth markets through
organic new launches supported by selective small
acquisitions. We are disposing of businesses that no
longerhtouv strategyatan acceler‘ated pace.

Intellectual Our products and services are largely comprised of We actively engage in developing and promotmgihe

property rights intellectual property content delivered through avariety  legal protection of intellectual property rights. In our
of media. We rely onvtrademark, copyright, patentand businesses, subscription contracts with customers
otherintellectual property laws to establish and protect  contain provisions as to the use of proprietary content.
our proprietary rights inthese products and services. We are alsovigilant as to the use of our content and,
Thereisarisk that our proprietary rights could be as appropriate, take legal action to challenge illegal
challenged, limited, invalidated or circumvented which distribution sources.
may impact demand forand pricing of our products
and services.

Dataresources Anumber ofom busmes%e r eLy extensively upon We seek asfar as possibleto have pmpmetarycontém
content and data from external sources. Datais Where content is supplied to us by third parties, we seek
obtained from publicrecords, governmental to have contracts which provide mutual commercial
authorities, customers and other information benefit. We also maintain an active dialogue with
companies, including competitors. The disruption or regulatory authorities on privacy and other data related
loss of data sources, because of changes in the law or issues, and promote, with others, the responsible use
because data suppliers decide notto supply them, could  of data.

adversely affect our products and services if we were
unable to arrange for substitute sources in a timely
manner or atall.

Paid Oumcremmc technmaland medlca [bTM}pnmary We engage extensively with stakeholders inthe 5TM

subscriptions publications, like those of most of our competitors, are community to better understand their needs and

published on a paid subscription basis. There is debate
inthe government, academic and library communities,
whichare the principal customers forour STM
publications, regarding whether such publications
should be funded instead through fees chargedto
authors and from governmental and other subsidies
or made freely available after a period following
publication. If these methods of 5TM publishing are
widely adopted or mandated, it could adversely affect
ourrevenue from paid subscription publications.

deliver vatue to them. We are open to serving the
STM community under any payment model that can
sustainably provide researchers with the critical
information tools that they need. We focus onthe
integrity and quality of research through the-editorial
and peer review process; we invest in efficient editorial
and distribution platforms and in innovation in
platforms and tools to make contentand datamore
accessible and actionable; and we ensure vigilance
on plagiarism and the long term preservation of
research findings.
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Risk Descriptionand impact Mitigation

Customer Reed Elsevier's businesses are dependentonthe We are focused onthe needs and economics of our

acceptance of continued acceptance by our customers of our products  customers and seek to provide contentand innovative

products and services and the value placed on them. Failure to solutions that help them achieve better outcomes and
meet evolving customer needs could impactdemand enhance productivity.
for our products and consequently adversely affect
ourrevenue.

Competition Ourbusinesses operate in highly competitive markets. Toremain competitive we continuously invest significant
These markets continue to change inresponse to resources inour products and services, and the
technologicalinnovations, changing legislation, infrastructure to supportthem. We gain insights into our
regulatory changes, the entrance of new competitors markets, evolving customers needs and opportunities,
and otherfactors. Failure to anticipate market trends the potential apptication of new technologies and
could impact the competitiveness of our products business models, and the actions of competitors,
and services and consequently adversely affect andtheseinsightsinform our market strategies
our revenue. and operational priorities.

Acquisitions From time to time we acquire businesses to strengthen Ouracquisitions are made within the framework
our portfolio. Ifwe are unable to generate the of our overall strategy, which emphasises organic
anticipated benefits such as revenue growth, synergies development. We have awell formulated process for
and/or cost savings associated with these acquisitions reviewing and executing acquisitions and for managing
this could adversely affect returnon invested capital the postacquisition integration. This processis
and financial condition. underpinned with clear strategic, financialand

ethical acquisition criteria. We closely monitor the
performance of acquisitions.

Risk Descriptionand impact Mitigation

Technology Our businesses are dependent on electronic platforms We have established procedures for the protection of

failure and networks, primarily the internet, for delivery of ourtechnology assets. These include the development

Data security

Sﬂpplyéhéin

dependencies

Talent

products and services. They could be adversely affected
ifourelectronicdelivery platforms and networks
experience a significant failure, interruption, or
security breach.

Our businesses maintain databases and information
online, including personalinformation. Breaches of

our data security or failure to comply with applicable
legislation or regulatory or contractual requirements
could damage our reputation and expose us to risk

of loss or litigation and increased regulation.
Ourorganisationaland operational structures have
increased dependency onoutsourced and offshored
functions. Poor performance or failure of third parties
to whomwe have cutsourced activities could adversely
affect our business performance, reputation and
financial condition,

The implementation and execution of our strategies and
business plans depend on our ability to recruit, motivate
and retain high quality people. We compete globally and
across business sectors for talented managementand
skilled individuals, particularly those with technology
and data analytics capabilities. Inability to recruit,
motivate or retain such people could adversely affect
our business performance.

of business continuity plans, including | T disaster
recovery plans and back-up delivery systems, to
reduce business disruption in the event of a major

technology failure.

We have established data privacy and security
programmes. We testand re-evaluate our procedures
and controls with the aim of ensuring that personal
datais protected and that we comply with relevant
legislation, regulatory and contractual requirements.

We select our vendors with care and establish
contractual service levels that we closely monitor,
including through key performance indicators and
targeted supplier audits. We have developed business
continuity plans to reduce disruption in the eventofa
major failure by avendor.

We have well established management development
and talent review programmes. We monitor capability
needs and remuneration schemes are tailored to attract
and motivate the best talent available atan appropriate
level of cost. We actively seek feedback from employees,
which feeds into plans to enhance employee engagement
and motivation.
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FiaROIAL BISKS
Risk

Description and impact

Mitigation

Pensions

Tax

Treasury

We operate anumberof pensionschemes around the
world. Historically, the largest schemes have been of
the defined benefit type in the UK, the US and the
Netherlands. The assets and obligations associated
with those defined benefit pension schemes are
particularly sensitiveto changes in the marketvalues
of assets and the market related assumptions used to
value scheme liabilities. Adverse changestointeralia
assetvalues, discount rates orinflation could increase
future pension costs and funding requirements.

Our businesses operate globallyand ourearnings are
subject to taxation in many differing jurisdictions and at
differingrates. We seek to organise our affairsin atax
efficient manner, taking account of the jurisdictions
inwhich we operate. However, tax laws that apply to
Reed Elsevier businesses may be amended by the
relevant authorities or interpreted differentty which
could adversely affect our reported results.

The Reed Elsevier combined financial statements

are expressed in pounds sterling and are subject to
movements in exchange rates onthe translation of the
financialinformation of businesses whose operational
currencies are otherthan sterling. The USis our most
important marketand, accordingly, significant
fluctuations in the US dollar exchange rate could
significantly affect our reported results.

Macro economic, political and market conditions may
alsoadversely affectthe availability of shortand long
term funding, volatility of interest rates, currency
exchange rates and inflation.

We have professional management of our pension
schemes and we focus on maintaining appropriate asset
allocation and plan designs. We review our funding
requirements on aregular basis with the assistance
ofindependent actuaries and ensure that the funding
plans are sufficientto meet future liabilities.

matters are dealt with by a professional tax function,
supported by external tax advisors. We maintain an
open dialogue with the relevanttaxauthorities and are
vigilantin ensuring that we comply with tax legistation.

Reed Elsevier's approach to funding and management
ofinterest rate and foreign currency exposuresis
described on pages S6and 57. The approach to the
management of financial risks is described in note

18 to the combined financial statements,

Risk

Descriptionand impact Mitigation

Ethics As aworld leading provider of professionalinformation  The Reed Elsevier Code of Ethics and Business Conduct
solutions to the scientific, technical & medical, risk is provided to every employee and is supported by
solutions & businessinformation, legal, and exhibitions  training. ltencompasses such topics as fair competition,
markets we are expected to adhere to high standardsof  anti-bribery and human rights and encourages open
independence and ethical conduct. Abreach of and principled behaviour. We also have well established
genérally accepted ethical business standards could processes for reporting and investigating unethical
adversely affect our business performance, reputation conduct. Our major suppliers are required toadopt
and financial condition. our Supplier Code of Conduct.

Envirenmental Reed Elsevier andits businesses have animpacton We are committed to reducing these environmental

the envirenment, principally through the use of energy
and water, waste generation and, in our supply chain,
through our paper use and print and production
technologies. Failure to manage our enivironmeéntal
impact could adversely affect our reputation.

impacts by limiting resource use and by efficiently
employing sustainable materials and technologies.
We require our major suppliersandcontractorsto
meet the same objectives. Weseekto ensure that
Reed Elsevier's businesses arecompliant with all
relevant environmental regulation.
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BOARD DIRECTORS

Board Directors
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Appointed; Chief Executive Officer since 2009,
Joined Reed Elsevieras Chief Executive Officer
of Etsevierin2004,

Nationality: Swedish

Pastappointments: Priortojoining Reed
Elsevier wasa partner at General Atlantic
Parthers. Beforethatwas President and Chief
Operating Qfficer of Random House Incand,
beforeits mérgerwith Random House,
President and Chief Executive Officer of Bantam
Doubleday Delt, North America, Began his
careeras.aconsultant with McKinsey. Served
gs 8 hon-executive director of Eniroc ABand
Svenska Cellutosa Aktiebolaget SCA.
Education: Holds a BSc fram Stackholm School
of Econormics, anMScfromthe Royalinstitute
of Technology in Stockholr, and gained an
MBAfromHarvard Business Schoolasa
Fulbrightbeholar

Appointed: 2012

Nationality: Britishand American
Otheérappointments: Non-executive director
of Oshkosh Cornoration.

Pastappointments: Priorto joining Reed
Etsevierwas Chief Financial Officerand bSenjor
Vice Presidentof Owens Corning inc. from 2007
having previously held various senior finance
nositions within Royal Dutch Shellfor 20years
intheUK; the Netherlands and the US.
Education: Holds an MA.in Mathematics from
Cambridge University and an MBA from
Stanford University, andis a UK=qualified
Chartered Management Accountant.

Non-Executive Directors

Anthony Habgood (66}
Chairman

Appointed: 2009

Nationality: British

Otherappointments: Chairman of Whitbread plc
and of Preqin Holding Limited.
Pastappointments: Chairman of Bunzl plc and
of Métnlycke Health Care Limited and served as
Chief Executive of Bunzl ple, Chief Executive of
Tootal Group plcand adirector of The Boston
Consulting.Group Inc. Formerly non-executive
director of Geest plc, Marks and Spencer plc,
National Westminster Bank ple, Powergen plc,
and SVG Capital plc.

Education: Holds an MA in Economics from
Cambridge University and an MS inIndustrial
Administration from Carnegie Mellon University.
Heis avisiting Fellow at Oxford University.

Robert Polet(57)
Non-Executive Director

Appointed: 2007

Nationality: Dutch

Otherappointments: Chairman of Safilo Group
S.p Alandanon-executive director of Philip
Morris Internationating, William Grant & Sons
Limitedand Crown Topco Limited; parent
company of Vertu: Member.of the supervisory
boardof Nyenrode Foundation.
Pastappointments: Presidentand Chief
Executive Officer of Gucei Group from 2004

to 2011, having previouslyspent 26 years at
Unileverworkingin avariety of marketingand
seniorexecutive positions throughout theworld,
including president of Unilever’s Worldwide lce
Creamand Frozen Foods division. Formerly a
non-executive director of Wilderness Holdings
Limited from 201010 2012.

Mark Elliott {63}
Chairman of the Remuneration Gommittee

Appointed: 2003

Nationality: American

Other appointments: Chairman of QinetiQ Group
plcand anon-executive director of G48 ple.
Pastappointments: Untilhis retirementin 2008,
was general manager of IBM.Global Solutions,
having held a number of positions with 1BM,
including managing director of IBM Europe,
Middle Eastand Africa.

Sir David Reid [66)
Seniar Independent Director

Appointed: 2003

Nationality: British

Other appointments: Chairman of Intertek Group
plcanda member of the Senior Advisory Board
of Jeffries, the global investmentbanking firm,
Pastappointments: Chairman of Tesco PLC
from 2004102011, having previously been
Executive Deputy Chairman until December
2003, and Finance Directorfrom 1985 t0 1997,
Formierly Chairmanof Kwik-Fitanda
non-executive director of DeVere PLC, Legal &
Generat Group plcand Westbury PLC.
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Adrian Hennah (55)
Non-Executive Director

Appointed: Aprit 2011

Nationality: British

Other appointments: Chief Financial Officer
of Reckitt Benckiser Group plc
Pastappointments: Chief Financial Officer
of Smith & Nephew plcfrom 2006 to 2012,
Beforethatwas Chief Financial Officer of
Invensys plc, having previously held various
seniorfinance and management positions
with GlaxoSmithKline for 18years.

Linda Sanford [60)
NQr}Exe;utiyV@ Director

Appointed: 2012

Nationality: American

Otherappointments: Senior Vice President,
Enterprise Transformation, IBM Corporation
and non-executive director of ITT Corporation
untit May 2013, Serves on the board of directors
of The Business Council of New York State and
the Partnership for New York City. Also serves
onthe board of trustees of the State University of
New York, St John's University, and Rensselaer
Polytechnic institute,
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Lisa Hook (54]
Non-Executive Director

Appointed: 2006

Nationality: American

Other appointments: Presidentand Chief
Executive Officer of Neustar Incand adirector
of The Ocean Foundation.

Pastappointments: Presidentand Chief
Executive Officer at Sun Rocket Inc. Before that
was President of AOL Broadband, Premium and
Developer Services. Priortojoining AOL, wasa
founding partner at Brera Capital Partners LLC.
Previously Chief Operating Officer of Time
Warner Telecommunications and has served as
senior advisor to the Federal Communications
Commission Chairman and a senjor counsel to
Viacom Cable.

Benvander Veer [61)
Chairman of the Audit Committees

Appointed: 2009

Nationality: Dutch

Other appointments: Member of the supervisory
boards of AEGON NV, TomTom NV, Siemens
Nedertand NV and Koninklijke
FrieslandCampina NV.

Pastappointments: Chairman of the executive
board of KPMG inthe Netherlandsanda
member of the managementcommittee of the
KPMG International board until his retirement
in 2008, having joined KPMG in 1976,
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Marike van Lier Lels (53]
Member of the Supervisory Board
of Reed Elsevier NV

Appointed: 2010

Nationality: Dutch

Other appointments: Member of the supervisory
boards of KPN NV, USG People NV and TKH
Group NV.Amember of various Dutch
governmental advisory boards.
Pastappointments: Member of the Supervisory
Board of Maersk BV until March 2012. Executive
Vice Presidentand Chief Operating Officer of the
Schiphol Group. Priortojoining Schiphol Group,
wasamember of the executive board of
Deutsche Post Euro Express and heldvarious
senior positions with Nedlloyd.

Board Committee Membership

Audit Committees: Reed Elsevier Group ple, Reed
Elsevier PLCand Reed Elsevier NV

¥ Remuneration Committee: Reed Elsevier Group ple

Nominations Committee: joint Reed Elsevier PLC

and Reed Elsevier NV

@ Corporate Governance Committee: joint Reed
Elsevier PLC and Reed Elsevier NV

Both of the Executive Directors are directors of Reed

Elsevier Group plcand Reed Elsevier PLC and

members ofthe Executive Board of Reed Elsevier NV,

Marikevan Lier Lelsisa member of the Supervisory
Board of Reed Elsevier NV. All of the other
Non-Executive Directars are directors of Reed Elsevier
Group ptcand Reed Etsevier PLC and members of the
Supervisory Board of Reed Elsevier NV
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EXECUTIVELEADERSHIP TEAM

Executive Leadership Team

Senior Business Executives
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Mark Kelsey Mike Rusbridge Mike Walsh Ron Mobed
CEO LexisNexis CEQO Reed Exhibitions CEO LexisNexis CEOQ Elsevier
Risk Solutions Legal & Professional
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Henry Udow Youngsuk “YS” Chi Kumsal Bayazit lan Fraser
Chief Legal Officer Director of Corporate Chief Strategy Global Human
& Company Secretary Affairs Officer Resources Director
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Chairman’s introduction to corporate governance

The Boards of Reed Elsevier Group plc and Reed Elsevier PLC,
and the Combined Board of Reed Elsevier NV (the Boards]are
committed to high standards of corporate governance and
have putin place procedures which provide accountability,
transparency, probity and a focus on the sustainable success

of Reed Elsevier over the longerterm.

Thisreportisintended to provide shareholders with a clear view
of Reed Elsevier's corporate governance arrangements and how
Reed Elsevier complied with the applicable corporate governance
codes of best practice during the year. Statements with regard to
compliance with corporate governance codes and in particular
the UK Corporate Governance Code 2010 are set out on page 66.

During the year, the Financial Reporting Council published a
revised UK Corporate Governance Code whichwill apply to
Reed Elsevier from 1 January 2013. We expect to adopt the
revised Code in fullduring 2013.

The Boards

2012 was animportant year for the evolution of the Reed Elsevier
Boards. Aswellas recruiting a new Chief Financial Officer, we
confirmed our plans to continue the progressive refreshing of the
Boards with further appointments of Non-Executive Directors.
Additionally, we continued progress on Board diversity,
monitoring our position against the goals that we announced
in2011.

Board succession

Following a rigorous search process, Duncan Palmerjoined Reed
Elsevier in August and succeeded Mark Armouras Chief Financial
Officerin November. Duncan Palmer joined Reed Elsevier from
Owens Corningwhere he was chief financial officer and senior
vice president from 2007 having previously held various senior
finance positions within Royal Dutch Shell for 20 years in the UK,
the Netherlands and the US.

Areas of significant skills and expertise of the Non-Executive Directors on the Boards

InMarch 2012, we confirmed our plans to continue the progressive
refreshing of the Boards since Mark Elliott and Sir David Reid

will retire aftertenyears’ service following the conclusion of

the Annual General Meetings in April 2013. Following a search
process using an external consultant, Linda Sanford joined the
Boardsin December 2012. She has over 35 years’ experience as
aglobal executive with IBM, particularly in leveraging technology
to achieve business transformation. In February 2013, we
announced that Wolthart Hauser will join the Boards subjectto
shareholder approval at our Annual General Meetings in April.

He has more than 30years’ service in executive and non-executive
positions ininternational technology and services businesses

and a background in science and medicine.

Diversity

Reed Elsevier recognises the need for, and desirability of,
diversity onits Boards. Diversity inthe profile of board members
provides the necessary range of perspectives. In 2011, we
announced aspirational goals regarding the percentage of women
we aim to have on the Boards by 2013.1am pleased toreport
thatwe have made good progress and that following the Annual
General Meetings in April 2013, we expect to have met our
aspirational goals. Further details are set outin the Nominations
Committee Reporton page 73. Information about Reed Elsevier’s
approach to diversity and inclusion in its workforce can be found
inthe Corporate Responsibility reporton page 44.

Taking into account the recent changes to the composition of the
Boards and the outcome of this year's Board evaluation process
{details of which are setout on page 67], | believe that the Boards
and their committees have an appropriate balance of skills,
experience, independence, knowledge and diversity to ensure
thatthey candischarge their duties effectively and the corporate
governancein place is appropriate to support the continued
growth and success of Reed Elsevier.

Anthony Habgood
Chairman
27 February 2013

Percentage of the
Non-Executive Directors
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Executive board experience in alarge international listed company 56
Knowledge of corporate governance issues for listed companies 100
Operational experience in Reed Elsevier’s product markets 44
Operational experience in Reed Elsevier’s main geographical markets 89
Marketing, customer relations 89
Operational experience with telecommunication/computer technology, electronic publishing 67
Management of human resources, selection and remuneration of executives 160
Corporate social responsibility 100
Legal matters 78
Banking, taxand corporate finance 44
Financial and organisational audit 67
Corporate strategy and organisation 100
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Structure and corporate governance

REED ELSEVIER GROUP PLG
Pubilishing and Information Businesses

ELSEVIER REED FINANCE BV

Einapcing Activities

Reed Elsevier was created in January 1993, when Reed Elsevier
PLC and Reed Elsevier NV contributed their respective
businesses to two jointly owned companies, Reed Elsevier Group
ple, a UK-registered company which owns the publishing and
information businesses, and Elsevier Reed Finance BY, a Dutch-
registered company which owns the financing activities. Reed
Elsevier PLC and Reed Elsevier NV have retained their separate
legaland national identities and are publicly-held companies.
Reed Elsevier PLC's securities are listed in London and New York,
and Reed Elsevier NV's securities are listed in Amsterdam and
New York. Following the merger of their respective businesses,
Reed Elsevier PLC and Reed Elsevier NV entered into a Governing
Agreement to regulate their relationship, including the economic
interests of the parties and the composition of their Boards and
those of Reed Elsevier Group plc and of Elsevier Reed Finance BV.

Equalisation arrangements

Reed Elsevier PLC and Reed Elsevier NV each hold a 50% interest
inReed Elsevier Group ple. Reed Elsevier PLC holds a39%
interestinElsevier Reed Finance BV, with Reed Elsevier NV
holding a 61% interest. Reed Elsevier PLC additionally holds a
5.8% indirect equity interestin 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 s, in broad terms,
intended to confer equivalent economic interests to 1.538 Reed
Elsevier PLC ordinary shares. The equalisation ratio is subject to
changeto reflect share splits and similar events that affect the
number of outstanding ordinary shares of either Reed Elsevier
PLC or Reed Elsevier NV,

Underthe equalisation arrangements, Reed Elsevier PLC
shareholders have a 52.9% economic interest in the Reed Elsevier
cornbinedbusinesses, and Reed Elsevier NV shareholders [other
than Reed Elsevier PLC) have a 47.1% economic interestin the
Reed Elsevier combined businesses. Holders of ordinary shares
inReed Elsevier PLC and Reed Elsevier NV enjoy substantially
aguivalent dividend and capital rights with respect to their
ordinary shares.

The Boards of both Reed Elsevier PLC and Reed Elsevier NV

have agreed, other than in special circumstances, to recommend
equivalentgross dividends {including, with respect to the dividend
on Reed Elsevier PLC ordinary shares, the associated UK tax
credit) based on the equalisation ratio. A Reed Elsevier PLC
ordinary share pays dividends insterling and is subject to UK tax
law with respect to dividend and capital rights. AReed Elsevier NV
ordinary share pays dividends in euros and is subject to Dutch tax
law with respect to dividend and capital rights. The exchange rate
used for each dividend calculation is 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 dividend.

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 applicable to companies listed on the stock exchanges
of the United Kingdom, the Netherlands and the United States.
The effect of thisis that a standard applying to cne will, where
notin conflict, also be observed by the other.

The Boards of Reed Elsevier PLC and Reed Elsevier NV {which
comprises an Executive Board and a Supervisory Board, together
the Combined Board] support the principles and provisions of
corporate governance contained in the UK Corpoerate Governance
Code issued by the Financial Reporting Council (FRC) in May 2010
{the UK Code] and those contained in the Dutch Corporate
Governance Code issued in December 2008 [the Dutch Code).

The FRC published arevised UK Corporate Governance Code in
September 2012 {2012 Code} which applies to accounting periods,
beginning onorafter 1 October 2012. The Board expects to comply
infullwith the 2012 Code during 2013.

This reportand the compliance statement set out below are made
inrelationtothe UK Code. The principles and provisions set out
inthe UK Code and the Dutch Code have applied throughout the
financial year ended 31 December 2012, Reed Elsevier PLC,
which has its primary listing on the London Stock Exchange, has
complied throughout the year with the UK Code. Reed Elsevier NV,
which has its primary listing on the NYSE Euronext Amsterdam
Stock Exchange, has also comptlied throughoutthe year with the
UK Code, and subject to limited exceptions, as explained in the
Reed Elsevier NV Report of the Supervisory Board and the
Executive Board on pages 17210 175, has applied the best practice
provisions of the Dutch Code. The ways inwhich Reed Elsevier PLC
and Reed Elsevier NV have applied the main principles of the UK
Code are described below. For further information on the
application of the Dutch Code by Reed Elsavier NV, see the
Corporate Governance Statement of Reed Elsevier NV published
onthe Reed Elsevier website, www.reedelsevier.com.

Business model

Asrequired by Provision C.1.2 of the UK Code, pages 4 to 37
describe the business and the progress made in 2012 against
Reed Elsevier’s long-term business priorities, aimed atdelivering
better outcomes for our customers and creating value for

Reed Elsevier and shareholders.

Relations with shareholders

Reed Elsevier PLC and Reed Elsevier NV participate inregular
dialogue with institutional shareholders. Presentations onthe
Reed Elsevier combined businesses are rmade by the Chairman,
Chief Executive Officer and Chief Financial Officer following the
announcement of the interim and full-year results and these are
simultaneously webcast. Aconference call withinvestors was
also held following the third quarter Interim Management
Statement. Inaddition, two investor seminars focusing on Reed
Exhibitions, Reed Business Information and LexisNexis Legal &
Professional were held during the year. These seminars which
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described the market background, business activities and growth
plans for the businesses were also webcast on the Reed Elsevier
website. The Chief Executive Officer, the Chief Financial Officer
and the investor relations team meet institutional shareholders
onaregularbasis and the Chairman also makes himself available
to majorinstitutions as appropriate. Atrading update is provided
ahead of the Annual General Meetings of the two companies and
towards the end of the financial year through Interim Management
Statements. The interim and annual results announcements

and presentations, together with the Interim Management
Statements, investor seminar presentations, otherimportant
announcements and corporate governance documents
concerning Reed Elsevier, are published on the Reed Elsevier
website, www.reedelsevier.com. Inaccordance with the
provisions of the Dutch Code, Reed Elsevier NV has adopted a
bilateral shareholder contact policy, whichis also published on
the Reed Elsevier website. The Boards of Reed Elsevier PLC and
Reed Elsevier NV commission periodic reports on the attitudes
andviews of the companies’ institutional shareholders and the
results are presented to the respective Boards.

Both Reed Elsevier PLC and Reed Elsevier NV offer electronic

voting facilities in relation to proxy voting at shareholder meetings.

The Annual General Meetings provide an opportunity for the
Boards to communicate with individual shareholders. The
Chairman, the Chief Executive Officer, the Chief Financial Officer,
the chairmen of the Board Committees, other Directorsanda
representative of the external auditors are available to answer
questions from shareholders.

Boardinduction and information

Following appointment and as required, Directors receive
training appropriate to their level of experience and knowledge.
Thisincludes the provision of a tailored induction programme so
asto provide newly appointed Directors with information about
the Reed Elsevier businesses and other relevant information to
assistthemin performingtheir duties. Non-Executive Directors
are encouraged tovisit the Reed Elsevier businesses to meet
management and senior staff.

All Directors have full and timely access to the information
requiredto discharge their responsibilities fully and efficiently.
They have access to the services of the respective company
secretaries, other members of Reed Elsevier’s management
and staff, and external advisors. Directors may take independent
professional advice in the furtherance of their duties, at the
relevant company’s expense.

In addition to scheduled board and board committee meetings
held during the year, the Directors attend other meetings and
site visits. Where a Directoris unable to attend a board or board
committee meeting he or she is provided with all relevant papers
and information relating to that meeting and is able to discuss
issues arising with the respective chairman and other board and
committee members.

Board evaluation

During the year, the Corporate Governance Committee, supported
by the company secretaries, assessed the performance of
individual Directors, and led by the Senior Independent Director,
also assessed the performance of the Chairman. Using
questionnaires completed by all of the Directors, the Committee
reviewed the functioning and constitution of the Boards and their
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committees, including the balance of skills, experience,
independence, knowledge of Reed Elsevier, and diversity, including
gender. The Chairman conducted interviews with each member of
the Boards to discuss individually board effectiveness. The results
were subsequently considered in a meeting of the Boards. The
Chairman of the Boards was not present during a discussion by
the Non-Executive Directors as it related to him. Based on these
assessments, and the board effectiveness review, the Committee
believes that the performance of each Director continues to

be effective and that they demonstrate commitment to their
respective roles. The Committee also believes that the Boards
function effectively and collaboratively and with an appropriate
level of engagement with management and that the diverse
membership provides a broad range of skills and perspectives.
Inseeking to furtherits effectiveness, the Boards will work to
ensure an appropriate level of review of risk-related matters
alongside strategic, financial and operationalissues in line

with the recommendations of the review.

The Boards

The Board of Reed Elsevier PLC, the Combined Board of Reed
Elsevier NVand the Board of Reed Elsevier Group plcare
harmonised. All of the Directors of Reed Elsevier Group plc are
also Directors of Reed Elsevier PLC and are members of either the
Executive Board orthe Supervisory Board of Reed Elsevier NV.
Reed Elsevier NV may nominate for appointment to the
Supervisory Board up to two Directors who are not appointed to
the Boards of either Reed Elsevier PLC or Reed Elsevier Group plc.
Currently, one such Director, Marike van Lier Lels, has been
appointed to the Supervisory Board. The names, nationalities and
biographical details of each Director at the date of this report
appearon pages é2and 63.

Inview of recent legislation to formalise the one-tier board model
inthe Netherlands Civil Code that was enacted with effect from
1January 2013, the Combined Board of Reed Elsevier NV has
resolved to take the necessary steps to establish a one-tier board
governance structure. For this purpose, the articles of association
of Reed Elsevier NVwill require to be amended and therefore a
proposal for the one-tier governance structure will be putto the
Annual General Meeting of Reed Elsevier NVin April 2013.

There is a schedule of matters reserved to the Boards and
approved delegated authorities to the Chief Executive Officer and
other senior executives. There is a clear separation of the roles
of the Chairman and the Chief Executive Officer which are set out
inwriting.

The Boards of Reed Elsevier PLC, Reed Elsevier NV, Reed Elsevier
Group plcand Etsevier Reed Finance BV each comprise a balance
of executive and non-executive directors who bring awide range
of skills and experience to the deliberations of the Boards. The
Boards review the independence of the Non-Executive Directors
everyyear, based on the criteria for independence set outin the
UK Code. The UK Code does not consider the Chairman to be
independent due to the unique role the Chairman has in corporate
governance. Notwithstanding this, the Chairman, Anthony Habgood,
met the independence criteria contained in the UK Code when

he was appointed Chairmanin 2009. The Boards consider all
Non-Executive Directors (other than the Chairman) to be
independent of management and free from any business or other
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relationship which could materialty interfere with their ability
to exercise independent judgement.

Notwithstanding that Mark Elliott and Sir David Reid have
served on the Boards for more than nine years, the Boards
have determined that they remain independent in character
and judgement and neither has formed associations with
Reed Elsevier that might compromise their ability to exercise
independent judgement.

The Boards of Reed Elsevier PLC and of Reed Elsevier NV have
appointed Sir David Reid to act as Senior Independent Director,
who is available to meet with institutional shareholders and assist
inresolving concernsin cases where alternative channels are
deemed inappropriate. The Senior Independent Director also
leads the annual assessment of the performance of the Chairman
of Reed Elsevier PLC/Chairman of the Supervisory Board of Reed
Elsevier NV. Aprofile, 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, is set
outon page 65 and is available onthe Reed Elsevier website,
www.reedelsevier.com.

Reed Elsevier PLC and Reed Elsevier NV shareholders maintain
their rights to appoint individuals to the respective Boards in
accordance with the provisions of the Articles of Assaciation of
these companies. Subject to this, no individual may be appointed
tothe Boards of Reed Elsevier PLC, Reed Etsevier NV (either of the
Executive Board or the Supervisory Board) or Reed Elsevier Group
plc unless recommended by the joint Nominations Committee.
Members of the Committee abstain when their own re-
appointment is being considered.

Asageneralrule, letters of appointment in respect of
Non-Executive Directors of Reed Elsevier PLC and members of
the Supervisory Board of Reed Elsevier NV provide that individuals
will serve foraninitial term of three years, and are typically
expected to serve two three-year terms, although the Boards may
invite an individual to serve for an additional period of three years.

The respective Articles of Association of Reed Elsevier PLC and
Reed Elsevier NV provide that all Directors should be subject to
retirement at least every three years and are then able to make
themselves available for re-election by shareholders at
subsequent Annual General Meetings. Notwithstanding the
provisions of the Articles of Association, the Boards comply with
the recommendations contained inthe UK Code, and all Directors
seek re-election by shareholders annually.

Board changes

Changesduring the yearin the composition of the Boards of

Reed Elsevier PLC, Reed Elsevier NV and Reed Elsevier Group plc
are setoutin the table on page 69.

Mark Armour stepped down as Chief Financial Officerin November
2012 and retired from the Reed Elsevier Boards in December 2012.
The Nominations Committee retained an external search
consultancyto conduct a rigorous search process in conjunction
with the Boards to identify a suitable candidate to succeed

Mr Armour. Following the conclusion of the search process and
on the recommendation of the Nominations Committee, the Boards
selected Duncan Palmerwho joined Reed Elsevierin August 2012
and was appointed Chief Financial Officer in November 2012.

Mr Palmer’s biography is set out on page 62.

The Nominations Committee also engaged external search
consultancies to assist in the search for suitable Non-Executive
Directors. Following the search process, David Brennanand
Linda Sanford were identified as having the appropriate skills
and experience required by the Boards, and the Nominations
Committee recommended their appointment. As previously
announced, David Brennan's appointment was to have been
effective as of November 2012; however, this has been postponed
indefinitely for personal reasons at his request and by agreement
with the Boards. In December 2012, Linda Sanford was appointed
to the Boards, the audit committees and corporate governance
committee. Ms Sanford’s biography is set out on page 63.

Following the postponement of David Brennan’s appointment,
the Nominations Committee continued the searchand
recommended to the Boards, in February 2013, that Dr Wolfhart
Hauser be proposed for election as a member of the Supervisory
Board of Reed Elsevier NV and a Non-Executive Director of Reed
Elsevier PLC atthe respective Annual General Meetings in April
2013. Dr Hauser has been the chief executive officer of Intertek
Group plcsince 2005, after serving as a non-executive director
since 2002. He was also a non-executive director of Logica plc
from 2007 to 2012. Dr Hauser is a German citizen with a strong
background in medicine, science and technology based
businesses. Subject to his election at the Annual General
Meetings, he will also be appointed as a Non-Executive Director
of Reed Elsevier Group plc.

Mark Elliott and Sir David Reid will retire from the Boards of

Reed Elsevier NV and Reed Elsevier PLC following the conclusion
of the Annual General Meetings in April 2013 after tenyears’
service and will not seek re-election.

Inaccordance with the Articles of Association of Reed Elsevier
PLC, Directors are subject to election by shareholders at the first
Annual General Meeting following their appointment by the
Board. Allother Directors are subject to re-election annually in
accordance with the UK Code. Accordingly, Duncan Palmerand
Linda Sanford will stand for election at the Reed Elsevier PLC
Annual General Meeting in April 2013. All other eligible Directors
will stand for re-election.

All eligibte Directors of the Combined Board of Reed Elsevier NV
(including Duncan Patmer and Linda Sanford, whose
appointments were approved by shareholders atan Extraordinary
General Meeting in November 2012) will stand for re-election at
the Reed Elsevier NV Annual General Meeting in April 2013.

Based on assessments made by the Corporate Governance
Committee of the qualifications, performance and effectiveness
of eachindividual Director seeking re-election, the Boards have
accepted arecommendation from the Nominations Committee
that each of these Directors be proposed for re-election at the
Annual Generat Meeting of the respective company.
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AR VYR NI i Reed Elsevier PLC Reed Elsevier NV Reed Elsevier Group plc
Number of Number of Number of
Date of appointment/ meetings Number of meetings Number of meetings Number of
[cessation}  held whilst meetings  held whilst meetings  held whilst meetings
Members during theyear adirector attended adirector attended adirector attended
Mark Armour (December 2012} 7 6 7 6 7 6
Mark Elliott 7 6 7 6 7 6
Erik Engstrom 7 7 7 7 7 7
Anthony Habgood 7 7 7 7 7 7
Adrian Hennah 7 6 7 6 7 6 g
Lisa Hook 7 7 7 7 7 7 2
w
Marike van Lier Lels n/a n/a 7 7 n/a n/a 2
Duncan Palmer* 3 3 2 2 3 3 =
Robert Polet 7 7 7 7 7 7 =
Sir David Reid 7 4 7 4 7 4
Linda Sanford December 2012 1 1 1 1 1 1
BenvanderVeer 7 7 7 7 7 7
*Duncan Palmer was appointed to the Boards of Reed Elsevier PLC and Reed Elsevier Group plc on 25 September 2012 and to the Executive Board of Reed Elsevier NVon
6 November2012.
Elsevier Reed Finance BV has a two-tier board structure comprising a supervisory board and a management board. The supervisory
board consists of Rudolf van den Brink (Chairman], Duncan Palmer, Benvan der Veer and Marike van Lier Lels, with the management
board consisting of Alberto Romaneschi, Gerben de Jong and Jans van der Woude. Jacques Billy retired from the management board -
in May 2012 and Mark Armour retired from the supervisory board in November 2012. Alberto Romaneschiwas appointed to the 3
management board with effect from October 2012 and Duncan Palmerwas appointed to the supervisory board in November 2012. é
Appointments to the supervisory board and the management board are made by Elsevier Reed Finance BV's shareholders, in 5
accordance with the company’s articles of association. §

Date of Number of

appointment/ meetings Number of

[cessation)  held whilst meetings

Members duringtheyear adirector attended

Mark Armour (November 2012) 3 3

Jacques Billy (May 2012) 1 0

Rudolfvan den Brink 4 4

Gerben de Jong 4 4

MarikevanLierLels 4 4
Duncan Palmer November 2012 1 1 g
Alberto Romaneschi October 2012 2 2 3
BenvanderVeer 4 3 e
Jansvander Woude 4 4 °

Bcard com nittees

In accordance with the principles of good corporate governance, the following committees have been established by the respective
Boards. All of the committees have written terms of reference, which are published on the Reed Elsevier website, www.reedetsevier.
com. Membership of each committee and attendance during the year are set out below.

Audit Comrnittees

The Boards of Reed Elsevier PLC, Reed Elsevier NV and Reed Elsevier Group plc have established Audit Committees. The Committees I
comprise only independent Non-Executive Directors. The Committees are chaired by Benvan der Veer. Areport of the Audit 3
Committees, setting out their role and main activities during the year, appears on pages 91 and 92. [N
w0

Number of g

Date of meetings 3

appointment/ heldwhilsta ~ Number of 5

[cessation]  Committee meetings 2

Members during theyear member attended 2
o

Benvan der Veer (Committee Chairman) 5 5 Z
Lisa Hook (May 2012) 2 2 3
Sir David Reid 5 5 g
Linda Sanford* December 2012 - - %
Adrian Hennah 5 4 s

*Linda Sanford was appointed to the Committees after the meetings heldin December 2012.
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The functions of an audit committee in respect of the financing activities are carried out by the supervisory board of Elsevier Reed
Finance BV.

Remuneration Committee

The Board of Reed Elsevier Group plc has established a Remuneration Committee, which is responsible for considering the
remuneration of the Executive Directors and the Chairman. The Committee comprises only Non-Executive Directors and is chaired by
Mark Elliott. 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 74 to 90. This report also serves as disclosure of the Directors’ remuneration policy, and the
remuneration of the Directors and their interests in the shares of the two parent companies, Reed Elsevier PLC and Reed Elsevier NV.

Number of

Date of meetings
appointment/ heldwhilsta Number of
[cessation)  Committee meetings
Members during theyear member attended
Mark Elliott [Committee Chairman) 5 5
Anthony Habgood 5 5
Lisa Hook May 2012 3 3
Robert Polet 5 5
Sir David Reid 5 5

Nominations Committee

The Boards of Reed Elsevier PLC and Reed Elsevier NV have established a joint Nominations Committee. The Committee comprises
only Non-Executive Directors, and is chaired by Anthony Habgood. A report of the Nominations Committee, setting out its role and main
activities during the year, appears on page 73.

Number of
meetings
held whilsta Number of
Committee meetings
Members member attended
Anthony Habgood (Committee Chairman) 5 5
Mark Elliott 5
Lisa Hook 5 5
Sir David Reid 5 4
BenvanderVeer 5 5

Corporate Governance Committee

The Boards of Reed Elsevier PLC and Reed Elsevier NV have established a joint Corporate Governance Committee, which is responsible
for reviewing ongoing developments and best practice in corporate governance. The Committee is also responsible for assessing

the performance of the Directors and recommending the structure and operation of the various committees of the Boards and the
qualifications and criteria for membership of each committee, including the independence of members of the Boards. The Committee
comprises only Non-Executive Directors, and is chaired by Anthony Habgood.

Number of

Date of meetings
appointment/ heldwhilsta  Number of
[cessation)] Committee meetings
Members during theyear member attended
Anthony Habgood (Committee Chairman) 7 7
Mark Elliott 7 6
Adrian Hennah 7 6
Lisa Hook 7 7
Marikevan Lier Lels 7 6
Robert Polet 7 7
Sir David Reid 7 4
Linda Sanford December 2012 1 1
BenvanderVeer 7 7
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Internal control

Parent companies

The Boards of Reed Elsevier PLC and Reed Elsevier NV exercise
independent supervisory roles over the activities and systems of
internal control of Reed Elsevier Group plc and Elsevier Reed
Finance BV. The Boards of Reed Elsevier PLC and Reed Elsevier
NV have each adopted a schedule of matters which are required to
be brought to them for decision. In relation to Reed Elsevier Group
picand Elsevier Reed Finance BV, the Boards of Reed Elsevier PLC
and Reed Elsevier NV approve the strategy and the annual
budgets, and receive regular reports on the operations,

including the treasury and risk management activities of the

two companies. Major transactions proposed by the Boards of
Reed Elsevier Group plc or Elsevier Reed Finance BV require

the approvat of the Boards of both Reed Elsevier PLC and

Reed Elsevier NV.

The Reed Elsevier PLC and Reed Elsevier NV Audit Committees
meet on aregular basis to review the systems of internal control
and risk management of Reed Elsevier Group plc and Elsevier
Reed Finance BV.

Operating companies

The Board of Reed Elsevier Group plcis responsible for the system
of internat control of the Reed Elsevier publishing and information
businesses, while the Boards of Elsevier Reed Finance BVare
responsible for the system of internal controlinrespect of the
finance group activities. The Boards of Reed Elsevier Group plc
and Elsevier Reed Finance BV are also responsible for reviewing
the effectiveness of their systems of internal control.

The Boards of Reed Elsevier Group plc and Elsevier Reed Finance
BV have each implemented an ongoing process foridentifying,
evaluating, monitoring and managing the more significant risks
faced by their respective businesses. These processes have been
in place throughout the year ended 31 December 2012and up to
the date of the approvals of the Annual Reports and Financial
Statements 2012.

Reed Elsevier Group plc

Reed Elsevier Group plc has an established framework of
procedures and internal controls, with which the management
of each business is required to comply. Group businesses are
required to maintain systems of internal controlwhich are
appropriate to the nature and scale of their activities and address
all significant operationaland financial risks that they face.

The Board of Reed Elsevier Group plc has adopted a schedule

of matters that are required to be broughttoit for decision.

Reed Elsevier Group plc has a Code of Ethics and Business
Conduct that provides a guide for achieving its business goals
and requires officers and employees to behave inan open,
honest, ethical and principled manner. The Code also outlines
confidential procedures enabling employees to reportany
concerns about compliance, or about Reed Elsevier’s financial
reporting practice. The Code is published on the Reed Elsevier
website, www.reedelsevier.com.
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Each division hasidentified and evaluated its major risks, the
controlsin place to manage those risks and the levels of residual
risk accepted. Risk management and control procedures are
embedded into the operations of the business and include the
monitoring of progressin areas forimprovement that come to
management and board attention. The principal risks facing
Reed Elsevier are set out on pages 58to 60.

The majorrisks facing the Reed Elsevier Group plc businesses
are considered by the Board. Reed Elsevier’s Chief Risk Officeris
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 Officeris to ensure
that Reed Elsevier is managing its business risks effectivelyand
inacoordinated manner across the business with clarity on the
respective responsibilities and interdependencies. Litigation and
other legal regulatory matters are managed by legal directorsin
Europe and the United States.

The Reed Elsevier Group plc Audit Committee receives regular
reports on the identification and management of material risks
and reviews these reports. The Audit Committee also receives
regular reports from both internal and external auditors on
internal controland risk management matters. In addition, each
divisionis required, at the end of the financial year, to review the
effectiveness of internal controls and risk management and
reportits findings on a detailed basis to the management of

Reed Elsevier Group plc. These reports are summarised and, as
partof the annual review of effectiveness, submitted to the Audit
Committee of Reed Elsevier Group plc. The Chairman of the Audit
Committee reports to the Board on any significant internal control
mattersarising.

Elsevier Reed Finance BV

Elsevier Reed Finance BV has established policy guidelines,
which are applied to all Elsevier Reed Finance BV companies.
The respective Boards of Elsevier Reed Finance BV have adopted
schedules of matters that are required to be brought to them for
decision. Procedures arein place for monitoring the activities of
the finance group, including a comprehensive treasury reporting
system. The major risks affecting the finance group have been
identified and evaluated and are subject to regular review. The
controls in place to manage these risks and the level of residual
risk accepted are monitored by the Boards.

Annualreview

As part of the year-end procedures, the Audit Committees and
Boards of Reed Elsevier PLC, Reed Elsevier NV, Reed Elsevier
Group plc and Elsevier Reed Finance BV review the effectiveness
of the systems of internal controland risk management during the
last financial year. The objective of these systems is to manage,
rather than eliminate, the risk of failure to achieve business
objectives. Accordingly, they can only provide reasonable, but not
absolute, assurance against material misstatementor loss. The
Boards have confirmed, subject to the above, that as regards
financial reporting risks, the respective risk management and
control systems provide reasonable assurance against material
inaccuracies or loss and have functioned properly 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 fair view of the state of affairs, and of the profit or loss, of
the respective companies and their subsidiaries, joint ventures
and associates. They are responsible for maintaining proper
accounting records, for safeguarding assets, and for taking
reasonable steps to prevent and detect fraud and other
irregularities. The Directors are also responsible for selecting
suitable accounting policies and applying them on a consistent
basis, making judgements and estimates thatare prudentand
reasonable.

Applicable accounting standards have been followed and the
Reed Elsevier combined financial statements, which are the
responsibility 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 Elsevier PLC and Reed Elsevier NV, having
made appropriate enquiries, consider that adequate resources
exist for the combined businesses to continue in operational
existence for the foreseeable future and that, therefore,

itis appropriate to adopt the going concern basis in preparing
the 2012 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 2012, the strong free cash flow of the combined
businesses, Reed Elsevier’'s ability to access capital markets
and the principal risks facing Reed Elsevier.

Acommentary on the Reed Elsevier combined businesses’

cash flows, financial position and liquidity for the year ended

31 December2012is set out in the Chief Financial Officer’s Report
on pages 50to 57. This shows that after taking account of available
cash resources and committed bank facilities that back up short
term borrowings, none of Reed Elsevier’s borrowings fall due
within the nexttwo years. Reed Elsevier’s policies on liquidity,
capital management and management of risks relating to interest
rate, foreign exchange and credit exposures are set out on pages
56 and 57. Further information on liquidity of the combined
businesses can be found in note 18 of the combined financial
statements. The principal risks facing Reed Elsevier are set
outon pages 58to 60.

US certificates

Asrequired by Section 302 of the US Sarbanes-Oxley Act 2002
and by related rules issued by the US Securities and Exchange
Commission, the Chief Executive Officer and Chief Financial
Officer of Reed Elsevier PLC and of Reed Elsevier NV certifyin
the respective Annual Reports 2012 on Form 20-F to be filed
withthe Commission that they are responsible for establishing
and maintaining disclosure controls and procedures and that
they have:

« designed suchdisclosure controls and procedures to ensure
that materialinformation relating to Reed Elsevier is made
knowntothem;

= evaluated the effectiveness of Reed Elsevier's disclosure
controls and procedures;

» basedontheir evaluation, disclosed to the Audit Committees
and the external auditors all significant deficiencies in the
design or operation of disclosure controls and procedures and
any frauds, whether or not material, that involve management
or other employees who have a significant role in Reed
Elsevier'sinternal controls; and

= presented inthe Reed Elsevier Annual Report 2012 on Form
20-F their conclusions about the effectiveness of the disclosure
controls and procedures.

ADisclosure Committee, comprising the company secretaries of
Reed Elsevier PLC and Reed Elsevier NVand other senior Reed
Elsevier managers, provides assurance to the Chief Executive
Officer and Chief Financial Officer regarding their Section 302
certifications.

Section 404 of the US Sarbanes-Oxley Act 2002 requires the Chief
Executive Officer and Chief Financial Officer of Reed Elsevier PLC
and of Reed Elsevier NVto certify in the respective Annual Reports
2012 on Form 20-F thatthey are responsible for maintaining
adequate internal control structures and procedures for financial
reporting and to conduct an assessment of their effectiveness.
The conclusions of the assessment of internal control structures
and financial reporting procedures, which are unqualified, are
presented in the Reed Elsevier Annual Report 2012 on Form 20-F.
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Report of the Nominations Committee

This report has been prepared by the joint Nominations
Committee of Reed Elsevier PLC and Reed Elsevier NVand has
been approved by the respective Boards.

Role of the Committee

The principal role of the Committee is to provide assistance to the
Boards of Reed Elsevier PLC, Reed Elsevier NV and Reed Elsevier
Group plc by identifying individuals qualified to become Directors
and recommending to the Boards the appointment of such
individuals.

The responsibilities of the Committee are set out in writtenterms
of reference (available at www.reedelsevier.com] and include:

[l todevelopandagree the desired profile for potential
candidates for board membership;

fi) inconsultationwith external search consultants, agree the
specification for the recruitment of new directors which
provides aformalandtransparent procedure for the
selection and appointment of new directors to the Boards;

(i) torecommend tothe Boards the appointment of candidates
subject, where appropriate, to the approval of shareholders
of Reed Elsevier PLC and Reed Elsevier NV;

(iv)] torecommend tothe BoardsdirectorstoserveonBoard
Committees, having regard to the criteria for service on each
committee as set outin the terms of reference for such
committees, and torecommend members to serve as the
Chair of those committees; and

(v) tomake recommendationstothe Boards in relation to the
possible re-appointment of Directors at the Annual General
Meetings of Reed Elsevier PLC and Reed Elsevier NV.

Committee membership
The Committee comprises only Non-Executive Directors, and is

chaired by Anthony Habgood. The other members are Mark Elliott,

LisaHook, Sir David Reid and Ben van der Veer. The Committee
met five times during the year.

Composition of the Boards

During the year, the main focus of the Committee continued to be:
succession planning in relation to the planned retirement of two
long-serving Non-Executive Directors, Mark Elliott and Sir David
Reid; the appointment of a new Chief Financial Officer to succeed

Mark Armour who retired in December 2012; and progress against

Reed Elsevier's aspirational goals regarding the percentage of
women on its Boards whichwere announced in 2011.

The Committee has established a formal, rigorous and
transparent procedure for the recruitment of candidates to the
Boards and recommendations by the Committee are made on
the basis of a candidate’s merit, against objective criteriaand
with due regard for the benefits of diversity, including gender.
Inaddition, the Committee seeks to ensure that the Boards and
their committees comprise an appropriate balance of skills,
experience, independence and knowledge of Reed Elsevier’s
businesses, and diversity.

The Committee retained recruitment consultants specialising
insenior and non-executive appointments to carry out searches
for two new Non-Executive Directors and a new Chief Financial
Officer. The Committee worked closely with the consultants
and following arigorous process of assessment and interviews,
recommended to the Boards the appointment of David Brennan
and Linda Sanford as Non-Executive Directorsand Duncan
Palmer as Chief Financial Officer. When David Brennan’s
appointment was postponed indefinitely for personal reasons,
the Committee continued the search and recommended to the
Boards, in February 2013, that Dr Wolfhart Hauser be proposed
for election at the Annual Generat Meetings in April 2013.

In September 2011, inresponse to the publication of the Davies
Review, "Women on Boards”, the Boards announced their
aspirational goals that by 2013 the Reed Elsevier NV Combined
Board would be comprised of 30% women and the Reed Elsevier
PLC Board would be comprised of 22% women. At that time,
September 2011, the Reed Elsevier NV Combined Board was
comprised of 20% women and the Reed Elsevier PLC Board was
comprised of 11% women. During 2012, the Committee reviewed
progressagainst these goals and following the Annual Generat
Meetings to be held in April 2013 the Boards expect to have

met these goals. The Committee will continue to monitor the
composition of the Board against the Boards’ aspirational goals
while taking into account the benefits of diversity more generally.

Details of Reed Elsevier's approach to diversity and inclusion in its

workforce can be found in the Corporate Responsibility report on
pages39to48.
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The Directors’ Remuneration Report (the Report) describes
how Reed Elsevier applies the principles of good governance
relating to directors’ remuneration. This Report has been
prepared by the Remuneration Committee of Reed Elsevier
Group plc [the Committee) inaccordance with regulations
made under the Companies Act 2006 and the Dutch
Corporate Governance Code (the Dutch Codel.

The Report was approved by the Boards of Reed Elsevier
Group plc, Reed Elsevier PLC and Reed Elsevier NV and will
be submitted to shareholders for an advisory vote at the
AnnualGeneral Meeting of Reed Elsevier PLC.

The audited parts of the Report

In compliance with the Large and Medium-sized Companies
and Groups (Accounts and Reports) Regulations 2008, and
under Title 9, Book 2 of the Civil Code in the Netherlands, the
following elements of this Report have been audited: the table
entitled ‘Transfer values of accrued pension benefits’ on page
83; the tables showing ‘Aggregate emoluments’ and ‘Individual
fees of non-executive directors’ on page 86; the tables on
‘Individual emoluments of executive directors’ and ‘Directors’
shareholdingsin Reed Elsevier PLC and Reed Elsevier NV' on
page 87;and the section ‘Share-based awards in Reed Elsevier
PLC and Reed Elsevier NV" on pages 87 to 89.

Introduction from Remuneration
Committee Chairman

Since Erik Engstrom’s appointment in late 2009, the company has
made good progress financially and strategically by systematically
transforming the business, primarily through organic development.
The performance related components of the executive directors’
remuneration arrangements in place since 2010, including the
one-off Reed Elsevier Growth Plan (REGP], have supported this
strategy, focusing on return on capital, returns to shareholders

and sustained earnings growth.

2012, asreported elsewhere in this Report, was a very solid year and
resulted inannual bonuses for Erik Engstrom, Mark Armour and
Duncan Palmer that were slightly above target (see pages 78 to 79).

Thefirsttranche of the REGP will be performance tested in late
April 2013 and, as discussed on page 81, preliminary calculations

indicate that Erik Engstrom and Mark Armour will earn 66.8% of their
initialaward. For Mr Engstrom, 50% of this will be deferred for an
additional two years. For Mark Armour, who retired on 31 December
2012, there will be no deferral and no opportunity to earn further
shares. With regard to Mr Armour’s retirement, standard terms and
conditions were applied as reported in last year's remuneration report.

Duncan Palmer joined at the end of August 2012 and took on his rote
as Chief Financial Officer with effect from 15 November 2012. Details
of his remuneration arrangements are set out on pages 77 and 84 of
this Report.

Interms of salary increases, the Committee decided to award
Erik Engstrom a salaryincrease of 2.5% effective 1 January 2013.
Thislevelofincreaseisin line with 2013 increases applicable to
the wider employee population and other senior executives.
Duncan Palmer did not receive anincrease to his starting salary.
His first salary review will be in January 2014.

Given the backdrop of solid progress, the Committee spent much

of itstime in 2012 considering alternatives for new multi-year
incentives. This was necessitated by the need to replace the one-off
REGP with a more regular Long Term Incentive Plan [LTIP) and the
expiration of our existing Executive Share Option Scheme (ESOS] in
April 2013. The Committee considered quantum, metrics and the
structure of these plans as they relate to supporting the execution
of business strategy.

Earlier this year, we consulted with around 30 major sharehotders
and shareholder representative bodies in the UK, the Netherlands
and the US on the proposed new LTIP and the renewal of the ESOS.
Feedback received during the process shaped the final design of the
plans, which are being put to shareholders for approval at the Annual
General Meetings in April. Adetailed description of the new plans is
contained in the notices of the Annual General Meetings.

In summary, subject to shareholder approval, we are proposing
tointroduce a new three-year LTIP for executive directors and
approximately another 100 senior executives, as well as renew ESOS
foraround 1,000 employees globally, including executive directors.
The proposed LTIP is based on aroll forward of what has been
successfully operated for the 100 executives annually since 2010,
thus minimising disruption and maximising stability in our most
senior management population.

The proposals for the new plans are based on the same foundations
as before, focusing on return on capital, returns to shareholders and
sustained earnings growth. The overallincentive opportunity for
executive directors under the multi-year plans remains within the
parameters previously approved by shareholders.

For 2013, the executive directors will be granted awards under the
new LTIP and ESOS, subject to receipt of shareholder approval,
and wilt be eligible to participate in the annualincentive planand
the bonusinvestment plan, asin 2012.

Asin previousyears, our approach to preparing this Report has been
to meet the highest standards of disclosure, balancing in a thoughtful
and responsible manner the UK legislative requirements with best
practice guidelines on disclosure in the Netherlands. In preparing
this Report, the Committee had regard to the approach adopted by
other large global businesses subject to disclosure requirements
inmore than onejurisdiction. Asin prior years, our aim has been to
produce a clear, informative and understandable report.

Mark Elliott
Chairman, Remuneration Committee
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“ toreview the ongoing appropriateness and relevance of the
Constitution remuneration policy, in particular the performance-related
Throughout 2012, the Committee consisted of independent elements and their compatibility with risk policies and
non-executive directors, as set outinthe Structure and corporate systems;
. ereport, and the Chairman of Reed Elsevier Group plc. .
govefnanc repv ,and arm . eroroupp to review and recommend amendments to the rules of all
Details of Committee members and meeting attendance are . . . . .
. . . . . share-based incentive plans including the formulation of
contained inthe section on ‘Structure and corporate governance . - )
. ; suitable performance conditions for share-based awards and
on page 66 of the Annual Reports. The Chief Legal Officer & ) . )
. i . options, and where necessary, to submit them forapproval &
Company Secretary also attends the meetings in his capacity as @
. o i ) by shareholders; 3
secretary to the Committee. Atthe invitation of the Committee @
Chairman, the CEC of Reed Elsevier Group plc attends appropriate *  tomaintainan open and ongoing dialogue with institutional 3
parts of the meetings. The CEO of Reed Elsevier Group plcis not investors on major remuneration policy issues; and )
inattendance during discussions pertaining to his remuneration. . . ; . .
g f g * todischarge its duties with due regard to any published
The Global Human Resources Director provided material advice corporate governance guidelines, codes or recommendations

to the Committee during the year.

regarding the remuneration of directors of listed companies
and formation and operation of share schemes which the

Advisers Committee considers relevant or appropriate including, but
Towers Watson acted as external advisers to the Committee not Limited to, the UK and Dutch Corporate Governance Codes.
th 2012 and al Vi market data and data analysis. .
roughout2012an aso.pro ided 'a araan aanalysis Acopy of the terms of reference of the Committee can be found
Towers Watson also provided actuarial and other human . . .
: , . onthe Reed Elsevier website, www.reedelsevier.com.
resources consultancy services directly to some Reed Elsevier -
companies. §
o
The individual consultants involved in advising the Committee do A 2
not provide advice to the executive directors oract on their behalf. g
Remuneration philosophy and policy 2

The context for Reed Elsevier's remuneration policy and practices
is set by the needs of a global business with business areas that
operate internationally by line of business. Furthermore, Reed
Elsevier PLC and Reed Elsevier NV's respective stock market
listings in London and Amsterdam, combined with the majority

of its employees being based in the US, provides a particular set
of challenges inthe design and operation of remuneration policy.

Terms of reference
The Committee’s responsibilities are as follows:

Executive directors
to establish the remuneration policy for the executive directors
and determine the remuneration in atlits forms (including
pensions and share plan participation], the terms of the service

contracts and all other terms and conditions of employment
of the executive directors of Reed Elsevier Group plcand

Reed Elsevier PLC and, on the advice of the Chairman, the
remuneration terms of the CEO [with respect to Reed Elsevier
NV, the Committee recommends to the Supervisory Board the
remuneration policy and the remunerationin allits forms for
the CEO and other executive directors); and

“ toapprove any compensation of termination payments
made to executive directors of Reed Elsevier Group plcand
Reed Elsevier PLC.

Senior management

« onthe advice of the CEQ, to approve the remuneration policy of
other senior leaders and of the Chief Legal Officer & Company
Secretary; and

to monitorthe level and structure of remuneration for this
group of executives.

Reed Elsevier Chairman

+ ontheadvice of the Senior Independent Director, to determine
the remuneration of the Reed Elsevier Chairman [with
respectto Reed Elsevier NV, to recommend, on advice of the
SeniorIndependent Director, to the Combined Board the
Chairman’s remuneration in respect of his Chairmanship
of Reed Elsevier NVJ,

Our remuneration philosophy

Reed Elsevier's guiding remuneration philosophy for senior
executives is based on the following precepts:

%

Performance-retated compensation with demanding
performance standards.

Creation of shareholdervalue.

Competitive remuneration opportunity to attractand retain
the best executive talent from anywhere in the world.

Abalanced mix of remuneration between fixed and variable
elements, and annual and longer-term performance.

Aligning the interests of executive directors with shareholders
and other stakeholders.

Operating the company consistent with long-term sustainability.

Our remuneration policy
In line with this guiding philosophy, our remuneration policy is
described below.

Reed Elsevier aims to provide atotal remuneration package
thatis able to attract and retain the best executive talent from
anywhere intheworld, atanappropriate level of cost.

In reaching decisions on executive remuneration, the
Committee takesinto account the remuneration arrangements
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and levels of increase applicable to senior management and
Reed Elsevier employees generally. The Committee takes
into account the salaryincreases for the employee population
worldwide as one of the inputs when determining salary
increases fordirectors.

The Committee considers the social, governance, and
environmentalimplications of its decisions, particularlywhen
setting and assessing performance objectives and targets,
and seeks to ensure thatincentives are consistent with the
appropriate management of risk and corporate sustainability.

Totaltargeted remuneration of senior executives witl be
competitive with that of executives in similar positionsin
comparable companies, which includes global sector peers
and companies of similar scale and international complexity,

Competitiveness is assessed in terms of total remuneration
li.e. salary, annual and multi-year incentives and benefits).

« Theintentionisto provide total remuneration that reflects
sustained individual and business performance; i.e. median
performance witl be rewarded by total remuneration that
is positioned around the median of relevant market data
andupper quartile performance by upper quartile total
remuneration.

The Committee will consider all available discretionto claw
back any payouts made, ortoreduce unvested awards, on the
basis of materially misstated data. The rules of allincentive
plans provide for specific provisions in this regard.

The Committee considers itimportant to encourage personal
investment and ongoing holding of Reed Elsevier PLC and/or
Reed Elsevier NV securities among the senior executive
population. Executive directors and other senior executives
are subjectto minimum shareholding requirements.

How the performance measures in the incentives link to our
business strategy

Reed Elsevier's strategic focus is on transforming its core
business through organic investment and the organic build out

of new products into adjacent markets and geographies,
supplemented by selective portfolio acquisitions and divestments.

The performance related cormnponents of the executive directors’
multi-year incentives support this strategy by focusing on return
oncapital, returns to shareholders and sustained earnings
growth.

Furthermore, our annual incentive plan is focused on operational
excellence as measured by the financial measures of revenue,
profitand cash generation. In addition, a significant portion of
the annual bonus is dependent upon the achievernent of annual
key performance objectives [KPOs) that create a platform for
sustainable future performance. These KPOs align with Reed
Elsevier's strategic plans and range from the delivery of specific
projects and the achievement of customer metrics or efficiency
targets to corporate and social responsibility objectives. Each
exscutive director has at least one sustainability or corporate
responsibility objective.

The Committee believes that one of the main drivers of long-term
shareholder value is sustained growth in profitability,
underpinned by appropriate capital discipline. Therefore, growth
inearnings per share and targeted return on invested capital are
utilised in our multi-year incentives.

We aim to set challenging performance targets as demanstrated
by the fact that there has been no vesting for directors under any of
our multi-yearincentives since the awards granted in 2006 vested
in 2009, and no directors’ bonuses paid out above target since 2009.

The balance between fixed and performance-related pay

We aim to provide each executive director with an annual total
remuneration package comprising fixed and variable pay with the
majority of an executive director’s total remuneration package
linked to performance. Attarget performance, incentive pay
makes up approximately 70% of the total remuneration package.
Thisis shown forthe CEQ in the pie chart below. The core
components of the current total remuneration package are
described in detail inthe remainder of this Report.

Fixed pay elements 30%

@ Salary

B Pensions and
other benefits

50% 10%

Variable pay elements 70%

Annual incentive

Mutlti-year incentives

20%

The chartbelowillustrates how our levels of compensation are
driven by business performance [scale in percent of base salary).
This shows the way inwhich annual remuneration payable tothe
CEOwouldvary under different performance scenarios. For the
purposes of this illustration, assumptions have been made in
relation to vesting/payout levels at the different tevels of
performance.

700%
600%
500%
4£00%
300%
200%

100%

0%

Threshold

Minimum Target Maxirnum

i Salary @ Annualincentive Multi-year incentives

Our approach to market positioning and benchmarking

When reviewing executive director and senior executive
rernuneration, one factor which the Committee takes into
accountis market competitiveness. This is done by assessing
total remuneration {i.e. salary, annual and multi-year incentives
and benefits] against arange of relevant comparator groups

as follows:
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« Global peers operating in businesses similar to those of Reed international scope and listing status of specific companies during
Elsevier lincluding Thomson Reuters, WPP, Pearson, John the year.
Wiley, Wolters Kluwer, Experian, McGraw-Hill and Equifax]. . . .
The competitiveness of our remuneration packages is assessed
Companies listed on the London Stock Exchange (cross- by the Committee as part of the annual review cycle for pay and
industry but excluding those in the financial services sector] of performance, in line with the process set out below.
asimilar siz asured by aggregate market capitalisatio . L .
L Stmia g[me%ure yaggred elcapita n) = First, the overall competitiveness of the total remuneration
and international scope. . . .
packagesis assessed both against the market and taking
Companies listed onthe New York Stock Exchange account of remuneration levels within Reed Elsevier more w
leross-industry but excluding those in the financial services widely. The appropriate positioning of an individual's total ﬂ)
sector] of a similar size [measured by aggregate market remuneration againstthe marketis determined based onthe &
capitalisation} and international scope. Committee’s judgement of individual performance and potential. 3
3
Companies listed on the NYSE Euronext Amsterdam Stock »  The Committee then considers market data and benchmarks =
Exchange, cross-industry and of a similar size [measured by for the different elements of the package including salary, total
aggregate market capitalisation] and international scope. annual cash and total remuneration. While relevant benchmark
. N . . o informationis a meaningfulinput tothe process, itinforms
Referring to companies listed in these three different locations is . 9 P b -
ratherthan drives the outcome of the review and is just one
relevantand necessary as demonstrated by the fact that several ; )
. LT . factor that the Committee considers.
recent senior executive hires have been recruited from the US,
including our CFO. » Benefits, including medical and retirement benefits, are
. : . . ositioned toreflect local country practice.
The composition of the respective comparator groups is subject P e
to minor changes year onyear reflecting changes in the size, -
z
!
The total remuneration package )
Each elementof the remuneration package for executive directors is designed to achieve specific objectives, as described in this section. 2
e . - oy @
Inaggregate, they create a unified and balanced reward mix and competitive employment proposition. The value of the reward package €

is only maximised through the integrated delivery of annualand longer-term performance. Reward for the delivery of business results
is connected with reward for value flowing to shareholders. Through the use of a range of performance metrics such as earnings per
share, return on invested capital, profit after tax, revenue, cash flow conversion rate, personal objectives and total shareholder return
and the assessment of performance over multiple time-horizons, the incentive arrangements are structured in such away that reward
cannot be maximised through inappropriate short-termrisk-taking.

Multi-year incentives* Marketvalue optionsover  nJ . Marketvalue options aver
granted[page 79) ' 198,836 PLC and 139,74 . . / ~ b7331PLCand48,018NY
ordinaryshares , .  ordinaryshares
68,475 NVADRs 87PLCand21,028NY  n/a ‘

n/a .. . - 51PLC shares

* Nomulti-yearincentives vested in 2012. Multi-year incentives from previous years lapsed inearly 2012 as already described in last
year's Report.

** Mark Armour served as adirector untit 31 December 2012.

***Additional awards were made to Duncan Palmer in conjunction with his recruitment. Further details are contained on page 84.
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Salary reflects the role and the sustained value of the executive in
terms of skills, experience and contribution in the context of the
relevant market.

Salaries for executive directors are reviewed annuatly in the
context of the competitiveness of total remuneration and
Reed Elsevier's guidelines for wages and salaries agreed for
the whole of Reed Elsevier forthe forthcoming financial year.
Anyincreases typically take effecton 1 January.

The Committee decided to award asalary increase of 2.5% to
Erik Engstrom, whichincreased his base salary with effect from
1 January 201310 £1,076,891. Duncan Palmer’s service agreement
provides that his first salary review following comrmmencement of
employmentwould be on oraround 1 January 2014, so his base
salary remains unchangedfor 2013, In determining the salary
recommendation for the CEQ, the Committee considered, among
otherinputs, 2013 salary guidance for Reed Elsevier's most
significant employee locations globally. The increase awarded to
the CEOQ is within the guidelines agreed for those employees in
respectof 2013 increases.

Inrespect of salaries for the broader employee population,

Reed Elsevier uses the same factors to determine the levels of
increase across allemployee populations globally: i.e. relevant
pay market, skills, experience and contribution. Reed Elsevier
operatesacross many diverse countries interms of their
remuneration structures and practices. Any increases awarded
to different employee groups in different geographies reflect
this diversity and range of practices. An average increase

of approximately 2.5% will be awarded across the senior
management population globally for 2013. This level of increase is
inline with increases provided to the wider employee population.

The Annual Incentive Plan [AIP] provides focus onthe delivery of
stretching annual financial targets and the achievement of annual
objectives and milestones that create a platform for sustainable
future performance.

For 2013, executive directors have a target bonus opportunity of
100% of salary thatis weighted as follows across four elements
{unchanged from 2012):

Medsurp Weighting
Revenue 30%
Adjusted Profit After Tax 30%
Cash Flow Conversion Rate 10%
Key Performance Objectives (KPOs) 30%

Thetarget benus opportunity for the financial measures is payable
for the achievement of highly stretching financial targets. The four
elermnents are measured separately, such thatthere could be a
payoutonone element and not on others.

For 2013, the minimum threshold on the financial elements of
the AIP at which a bonus starts to accrue is 94% of targetand the
maximum bonus is 150% of target [unchanged from 2012).

The KPOs are individual to each executive director. Each executive
directoris setupto six KPOs to reflect critical business priorities
for which he is accountable. The KPO component for the executive
directors and other senior executives will contain at least one KPO
relating to the achievement of specific sustainability objectives
and targets contained within Reed Elsevier's corporate
responsibility agenda.

Against each objective, measurable milestone targets are set
forthe year. Altfinancialtargets and KPOs are approved by the
Committee and are subjectto formal assessmentat the end of
eachyear. The Chairman of Reed Elsevier Group plc presents
his assessment of performance against KPOs for the CED of
ReedElsevier Group plcto the Committee while the CEO of
ReedElsevier Group plc presents his assessment of KPO
performance for the CFO of Reed Elsevier Group plc. The
Committee thendiscusses and agrees the final KPO score
foreach executive director.

AlP payments for 2012
Inassessing the levelof bonus payments for 2012, the Committee
noted the following performances:

% change over 2011 at constant exchange rates

Underlying Total adjusted
revenue growth PAT

+4% +8%

Reed Elsevier

Reed Elsevier executed well onits strategic and financial priorities
in 2012. Positive reveniue momentum and focus on operating
efficiency combined to lift underlying operating profitgrowth and
earnings. Underlying revenues, which exclude the effects of
currency translation and acquisitions and disposals, were up 4%,
or 3% excluding the cycling effect of biennial exhibitions, and all
five business areas contributed to the underlying growth.
Underlying adjusted operating profits were up 6%, with the
improvementin profitability driven by a combination of process
innovation and portfolio development acrossall business areas.
Underlying costs were up 4%, reflecting volume growth as well
asorganicinvestmentin new product development and sales &
marketing, partly offset by continued improvements in process
efficiency. Adjusted operating cash flowwas £1,603m {2011:
£1,515m}, up 6% compared with the prioryearand up 7% at
constant currencies. The rate of conversion of adjusted operating
profits into cash flow was 94% [2011: 93%). Returns on invested
capitalincreasedto 11.9%, 0.7 percentage points higher than

in 2011, reflecting the improved trading performance and

capital efficiency.



Reed Elsevier AnnualReportsand Financial Statements 2012 7 9

©
,’_3
£
Setoutbelow is a summary of the outcome of performance Multi-year incentives
againsteach financial measure: Itisintended to continue to provide executive directors with
multi-yearincentives comprising a combination of atong-term
Revenue Justabove target incentive plan {LTIP), a personal investment bonus deferral plan
Adjusted Profit Just above target (BIP) and marketvalue options [ESOS). To this end, a new LTIP
After Tax ) and ESOS are proposed and will be presented for shareholder
Cash Flow Just above target approval at the 2013 Annual General Meetings [AGMs).
Conversion Rate The purpose of the multi-year incentives is to provide focus on ‘3’3
The progress on personal objectives for each director was then the delivery of the medium tolonger-term strategy and holding 2
added in the form of the KPO score and, overall, the sum of the exgcuhves accountable for the execution of that strategy while 3
scores achieved against the four AIP components for the executive driv’mgvgtu.e c_reatlonthrough sustained financial performance, 5
directors, resulted in the following bonuses for 2012: capitaldiscipline and the delivery of returns for shareholders. 2
- : Inaddition, the multi-yearincentives are structured soasto
[tobe ;iiﬁfﬁ;ﬁ;bfo?“ﬂ iﬁ?f;g;ff::gi encourage personal investmentland r'eqijire a minimum level of
Erik Engstrom £1149 909 109 5% ongomg personal;hareholdmg in Regd Hsewq PLC and Reed
- L om o Elsevier NV securities among the senior executive population,
MaxkArmﬂour . f_’593,799 107'70/? inorderto promote alignmentwith shareholders and to provide
Duncan Palmer £230,205 107.7% focus on the share price.
*Duncan Palmer’s bonus reflects service during the year of reporting. His service . . "
commenced on 24 August 2012. Awards underthe currentand proposed multi-year incentives vest
overaperiod of three years, except for the one-off REGP under o
which awards vest overthree and five years. The vesting of all El
awards made to executive directors under these plans is subject é
to meeting a number of stretching performance targets based on o
internal financial metrics and total shareholder return. §

Reed Elsevier Growth Plan [REGP}
The details of the REGP have been disclosed in previous years' Reports.

The chart belowillustrates howthe REGP operates:

3 YEARS: 2010-12 H12013 2 YEARS: 2013-14 H12015

For the CEQ, 50% of Release of deferred :

performance shares performance shares g’

are released. A to CEO 5

arg .rctea ed. For the = Release of remaining 50% of the o »

retired CFO {Mark ) . =
. 5 performance shares is deferrad until &

Armour], 100% of H1 of 2015 subject to continued employment a

performance shares i ¢ ued employ o

are released and he = Subject to performance against three metrics,

ceases to participate up to a1 for 1 match can be earned over years

in the plan. 4 and 5 on the deferred performance shares

Performance
tested
i i >
Release of committed
For the CEQ, subject to performance against the holding - the
three metrics, up to a 1 for 1T match can be earned reqular shareholding
over years 4 and 5 on the personal shareholding guidelines continue

committed under the plan to apply to the CEQ

Overall payout from the planto eal i : ¢ he performan
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Total Shareholder Return [TSR)

The vesting of one third of the REGP award is subject to Reed
Elsevier's TSR performance compared against three comparator
groups [the TSR tranchel.

As Reed Elsevier accesses equity capital markets through three
exchanges - London, Amsterdam and New York - inthree separate
currency zones, three distinct comparatorgroups are used - a
Sterling Comparator Group, a Euro Comparator Groupand a US
Dollar Comparator Group. The TSR performance of Reed Elsevier
PLC ordinary shares [based on the London listing} is measured
against the Sterling Comparator Group, the TSR performance of
Reed Elsevier NV ordinary shares (based on the Amsterdam
listinglis 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) is measured against the
US Dollar Comparator Group. The averaging period applied for
TSR measurement purposes is six months prior to the start of the
financial year inwhich the award was made and the final six months
of the last financial year of the performance period.

TSR performance of each security is measured separately against
each comparator group and the proportion of the TSR tranche that
vests is the sum of the payouts achieved against the three
comparator groups.

Byearpemod-' peri
201012

Vesting percentage

2010-14

Vesting percentage

TSR ranking withinthe

relevant TSR of each third ofthe of eachthird of the
comparator group TSRiranche TSRtranche
Below median 0% 0%
Median 30% 30%
Upperguartile 100% 100%

Vesting ison a straight-line basis for ranking between the median
and the upper quartile.

TSR comparators groups
The consituents of each comparator group were selectedona
specific basis, as described in last year's Report [page 69).

The comparators which were included in each currency group
are setouton page 70 of last year's Report.

The Committee retains discretion as to how to deal with changes
to the comparator groups as a result of demergers, de-listings or
other corporate events over the performance period and applies
its policyinthis regardin an appropriate manner.

Return oninvested capital (ROIC)

Thevesting of one third of the REGP award is subject to the
percentage return on invested capital of Reed Elsevier PLC and
Reed Elsevier NV {the ROIC tranche) as follows:

2years
2013-14

ROICin 2014

3years:

2018-12
ROICin 2012, subjectto
actual exceeding 2009

Vesting percentage
of ROIC tranche

ROIC calculated onthe
same basis
Below 10.2% Below 10.7% 0%
10.2% 10.7% 50%

11.2% or above 12.7% or above 100%

Vesting is on a straight-line basis for performance betweenthe
minimum and maximum levels.

Forthe purposes of the plan, the following definitions apply:

Invested capital= arithmetic average of the opening and closing
capital employed for the Reed Elsevier combined businesses
forthe financial year with all cumulative amortisation and
impairment charges for acquired intangible assets and
goodwill added back. In addition, any exceptional restructuring
and acquisition integration charges [net of tax] are capitalised
forthese 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 impairment
of acquired intangible assets and goodwill, exceptional
restructuring and acquisition integration charges. in addition,
itis grossed up to exclude the equity share of taxes in joint
ventures and further adjusted to exclude net pension financing
credit movement, after applying the effective rate of tax used
foradjusted earnings calculations and using exchange rates
to match those used in the calculation of invested capital.

inordertoensure that the performance score achieved is a fair
reflection of underlying business performance, the Committee
retains discretion to determine the treatment of major disposals
and acquisitions that require board approval. Any significant
adjustments made to the final performance score will be
disclosedto shareholders.
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Adjusted earnings per share (EPS)

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

3years: 2years: Vesting percentage
2010-12 2013-14 of EPStranche
Average Adjusted Average
EPS growthinyears Adjusted EPS
2011and 2012 growth overthe
{subjecttoaverage two year period
Adjusted EPS growth over
thewhole threeyear
period being positive}
Below 5% p.a. Below 7% p.a. 0%
5% p.a. 7%p.a. 60%
9% p.a.orabove 13% p.a. orabove 100%

Vesting is on a straight-line basis for performance between the
minimum and maximum levels.

Forthe purposes of the plan, the following definitions apply:

= Earnings = adjusted reported earnings measured at constant
currencies. Adjustmentsinclude amortisation and impairment
of acquired intangible assets and goodwill, exceptional
restructuring and acquisition integration charges, gains/
losses on business disposals and tax rate anomalies [deferred
tax). The Committee retains discretion to adjust for changes
in the net pension financing credit.

= Number of shares =weighted average number of sharesin
issue excluding shares held in treasury.

Performance share awards were granted under the REGP to

Mr Engstrom and Mr Armour in May 2010. Atits meeting on 25 April
2013, the Committee will assess the extent to which the
performance conditions have been met for these share awards,
whichincludes an overall assessment of underlying business
performance and other relevant factors. Based on a review of

the three performance measures used in the plan, preliminary
calculations indicate that 66.8% of the awards are expected to vest.
Thisis based ona TSR ranking of just above median in respect of
two of the comparator groups, ROIC achievement slightly below the
11.2% maximum after taking into account adjustments for such
items as foreign exchange rates, pension deficits and acquisition
integration costs as provided in the plan, and EPS growth slightly
above the middte of the range specified in the plan.

Thiswould resultin 429,710 PLC ordinary shares and 282,187 NV
ordinary sharesvesting in respect of Erik Engstrom. 50% of these
shareswill be released to Mr Engstrom following the April
Committee meeting and 50% of these shares will be deferred until
2015. Inrespect of Mr Armour, under the terms of the plan relating
to retirement, 100% of the shares vesting wilt be released to him
following the April Committee meeting. In accordance with the
preliminaryvesting calculations, thiswill resultin 263,601 PLC
ordinary shares and 173,105 NV ordinary shares being released to
Mr Armour. Thereafter, Mr Armour will have no further entitlement
for payment underthis plan. Dividend equivalents will be payabte
in cash onany shares released which, based on the preliminary
calculations, would result in payments of £135,251 and €179,329
toMr Engstrom and £165,937 and €220,016 to Mr Armour.
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Long Term Incentive Plan (LTIP)

No awards underthe LTIP were made to executive directorsin
2012 and no award cycles remain outstanding for directors under
this plan.

Along-term incentive award was granted to senior leaders below
the Board in 2012. Grants are made on arolling three-year basis in
the form of performance shares that vest subject to performance
metrics and vesting scales consistent with the REGP. The targets
setfor each metric are aligned to the five-year performance scale
applicable to the executive directors under the REGP.

Subject toreceipt of shareholder approval at the 2013 AGMs,
itis intended to commence making annual grants under a new
long-termincentive plan to executive directors from 2013
onwards, under which the first awards woutd vestin H12016.

Details of the proposed new LTIP are described in the 2013 notices
of AGMs of Reed Elsevier PLC and Reed Elsevier NV.

Executive Share Option Scheme (ES0OS)

The current ESOS, which was approved by shareholders in 2003,
expireson 8 April 2013. Areplacement ESOS, for whichwe are
seeking shareholder approval atthe AGMsin April 2013, is
describedinthe notices of AGMs and it is intended to make grants
underthis plantoaround 1,000 employees globally, including the
executive directors, in 2013. Itis notintended to make any further
grants under the existing ESOS, the key features of which were
describedin lastyear's remuneration reporton page 71.

During 2012, Erik Engstrom received a grant of 200% of base
salary of market value options {two-thirds of the permitted
maximum). On joining, Duncan Palmer received a grant of 135% of
salary. Thevesting of the options is subject to a 6% p.a. compound
growth in adjusted earnings per share hurdle, measured at
constant currencies over a three-year period commencing on

1 January of the year of grant (the same condition also applies
tothe 2011 ESOS grants which were made to Erik Engstrom

and Mark Armour). Inview of his retirement at the end of 2012,
Mark Armourdid not receive an ESOS grantin 2012.

Earlyin 2012, asdisclosed in last year's Report, the 2009-11 cycle
of ESOS lapsed for Erik Engstrom and Mark Armour.

Bonus Investment Plan (BIP)

The BIP isavoluntary plan aimed at encouraging personal
investmentin, and ongoing holding of, Reed Elsevier shares to
promote greater alignment with shareholders and support the
retention of key talent.

Under the BIP, participants may invest their own funds to purchase
Reed Elsevier securities or allocate securities already owned
outright for investment under the plan up to a specified maximum.
Inreturn, the participantis granted a matching award which vests
over three years subject to performance (i.e. a maximum match of
1for 1 canbe earned onthe personalinvestment). Itis a condition
of vesting that the underlying personatinvestment is retained
throughout the vesting period. Dividend equivalents accrue on the
matching shares during the vesting period and are paid out in cash
atthe end to the extent that the matching award vests. The table
overleaf summarises the key features of the BIP.
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Bonus Investment Plan (BIP)

Overview
Feature Detail
Frequency of award * Annualgrants of matching awards
* Ten-year life of the plan
» Implementedin 2010
Eligibility = Approximately 150 senior executives including executive directors

- P

isvolun

Average adjusted EPS growth measured in constant currencies and ROIC {see below]

= 50% of the award is subject to adjusted EPS growth and 50% subject to ROIC

Other provisions

Ona change of control, awards vest on a pro-rated basis and subject to p

anassessment of progress against targets at the time the change of control occurs, unless the
Committee determines that awards should not vest and instead be exchanged for equivalent
awards over shares in the acquiring company [i.e. rollover applies)

= Claw-backapplies

= Awards underthe plan are satisfied with shares purchased in the market

The following targets and vesting scale apply to awards granted
under the BIPin 2012:

" ROIC (%] inthe

A\}erage growth )
in Adjusted EPS (%) third year of the
Matchearnedon over the 3year performance
personalinvestment performance period period
0% below4%p.a. below 11%
50% 4%p.a. 1%
75% 65%p.a. 11.5%
100% 9% p.a. or above 12% or above

The targets for the 2010-12and 2011-13 cycles of BIP are set outin
lastyear’s Report.

Awards were granted under the BIP to Mr Engstrom and Mr Armour
in May 2010. At its meeting on 25 April 2013, in much the same way
as for the REGP, the Committee will assess the extent to which the
performance conditions have been met for these awards, which
includes an overall assessment of underlying business
performance and other relevant factors.

Based on a review of the two performance measures used in the
plan, preliminary calculations indicate that 89.5% of the awards
are expected to vest. Thisis based on ROIC achievement slightly
below the 11.2% maximum after taking into account adjustments
for suchitems as foreign exchange rates, pension deficits and
restructuring costs as provided in the plan, and EPS growth just
below the 70th percentile of the target range specified in the plan.

This would resultin the vesting of 62,819 NV ADR matching awards
in respect of Mr Engstrom and a corresponding cash dividend
equivalent payment of $178,181. In respect of Mr Armour, 58,223
PLC ordinary shares and 38,048 NV ordinary shares would be
released, with corresponding dividend equivalent payments of
£36,651and €48,359 respectively.

: Sharehol.di.ngv requirement

The Committee believes that one of the aspects that creates closer
alignment between senior management and shareholdersisto
require executives to build up and maintain a significant personal
stake in Reed Elsevier. The shareholding requirements applicable
to the executive directors are set out in the table belowand, as
described on page 79, were pre-requisites to participate in the
REGP. Shareholding requirements also apply to selected senior
executives below the Board.

Meeting the relevant shareholding requirement is both a condition
of the vesting of awards as well as a pre-requisite to maintain
eligibility to receive future awards under the multi-year
incentives.

On 31 December 2012, the executive directors’ shareholdings
were as follows [valued at the mid-market closing prices of
Reed Elsevier securities]:

Actual shareholding as at
31 December 2012 (in % of
31 December 2012
annualised base salary)

Shareholding requirement
(in % of 31 December 2012
annualised base salary)

Erik Engstrom 300% 512%
Mark Armour 200% 442%
DuncanPalmer* 200% 0%

*Duncan Palmer has until 31 December 2615 to build up to his required level of
shareholding and must retain any net shares earned from Reed Elsevier share plans
untilhe meets his requirement.

Other employee share plans .

The CEO and Mr Palmer have waived their right to participate
inany local all-employee share-based plansin any country,
including the HMRC approved all-employee UK Savings-Related
Share Option Scheme {SAYE).
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Retirement benefits

Retirement 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 legislation
and practice in Reed Elsevier's major countries of operation.
Base salaryis the only pensionable element of remuneration.

Erik Engstromis provided with UK defined benefit pension
arrangements under which he accrues a pension of 1/30th of
salaryforeveryyear of service (up to a maximum of two thirds
of salary]. The pension is provided through a combination of:

= the main UKReed Elsevier Pension Scheme for salary
restricted to the Scheme Earnings Cap, [determined annually
on the same basis as the pre-April 2006 Inland Revenue
earnings cap) and HMRC Annual Allowance, and

» ReedElsevier'sunapproved pensionarrangement for
the balance.

Priorto 1 November 2007, Erik Engstrom was not a member of
any company pension scheme and Reed Elsevier made annual
contributions of 19.5% of his salaryto his personal pension plan.

Transfer values of accrued pension benefits

83

From 1 November 2007 contributions to his designated retirement
account ceased and he became a member of the UK defined
benefit pension arrangement.

The pension arrangements for Erik Engstrom include life
assurance cover while in employment, an entitlement to a pension
in the event of ill health or disability and a spouse’s and/or
dependants’ pension on death.

Theincreaseinthe transfer value of the directors’ pensions, after
deduction of contributions, is shown in the table below. Transfer
values have been calculated in accordance with the guidance note
GN11 published by the UK Institute of Actuaries and Faculty of
Actuaries. The transfervalues at 31 December 2012 have been
calculated using the transfer value basis adopted by the trustees
of the Reed Elsevier Pension Scheme.

Thetransfervalueinrespectofindividual directors representsa
liability in respect of directors’ pension entitlement, and is notan
amount paid or payable to the director.

Mark Armour retired on 31 December 2012, at which point he
became entitled to a pension of £378,785 perannum.

Transfer

valueat

31 December

Increasein 2012 of

Increasein accrued increase

Transfer Transfer transfer Increasein annual inaccrued

value value value during Accrued accrued pension pension

ofaccrued ofaccrued theyear annual annual during duringtheyear

Ageat pensionat pension at (netof pensionat pension theyear (netofinflation

31December Director's 31 December  31December director's  31December during [netof  anddirector’s

2012 contributions 2011 2012  contributions) 2012 theyear inflation)  contributions]

Erik Engstrom 49 €9,158 £2,099,132 £2,730,651 £622,361 £180,958 £38,584 £31,750 €469,944
Mark Armour 58 £1,944  £6,758,053 £7,525,908 £765,911  £384,878* £30,355 £13,362 £259,332

*Thereason for the difference between Mr Armour’'saccrued annual pensionas at 31.12.12 as stated in the table above, and the annual pension entitlement following
retirementis that Mr Armour retired early so there was areduction made to hisaccrued annual pensionas at31.12.12.

Duncan Palmeris a member of the UK Reed Elsevier defined
contribution pension plan (the Reed Elsevier Pension Plan -
“REPP"). The company contribution is 19% of Mr Palmer’s salary.
€50,000is paid as a contribution to the REPP, being the maximum
contribution which can be made under HMRC limits, and the

balance is paid to him as a cash allowance, subject to deduction of
income tax and nationatinsurance. The pension arrangement for
Mr Palmerincludes life assurance cover while in employment.
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Service contracts

Executive directors are employed under service contracts that
provide for a maximum of one year's notice. The contracts neither
specify a predetermined level of severance payment nor contain
specific provisions in respect of achangein control. The
Committee believes that, as a generalrule, notice periods should
be 12 months and that the executive directors should, subject to
any tegal constraints within their base country, be required to
mitigate their losses in the event of termination. The Committee
will, however, note local market conditions so as to ensure that the
terms offered are appropriate to attractand retain top executives
operatingin globalbusinesses.

"The contractual terms of the executive directors (and for
approximately 100 other senior executives) include certain
covenants as follows:

» non-competition restrictions apply which prevent the
executive from working in a capacity which competes with any
Reed Elsevier business which he/she was involved with during
the preceding 12 months; from recruiting Reed Elsevier
employees and from soliciting Reed Elsevier customers and
suppliers for a period of 12 months after leaving employment;

* inthe event of the executive resigning, he/she willimmediately
lose all rights to any outstanding awards under the multi-year
incentives including any vested but unexercised options; and

= inthe eventofabreach of the covenants, any gains made or
payouts received, in the period starting six months prior to
and ending 12 months after leaving employment, on the vesting
or exercise of awards from the multi-year incentives may
be repayable.

Each executive director has a service contract with Reed Elsevier Group plc, as summarised in the table below.

Cﬁrrent contractdate Daté éi’npb)}henf commenced Expiry date (subject to notice pe_riod] Notice;e.ri;dm ‘ Subjectto

Erik Engstrom 14 March 2011 23 August 2004 14 June 2028 12 months English law
Ceased to be adirector and

Mark Armour 7 October 1996 1 February 1995  retired on 31 December 2012 12 months English law

Duncan Palmer 15 August 2012 24 August 2012 n/a 12 months English law

Duncan Palmer’s remuneration arrangements

Duncan Palmer’s annual base salary on his recruitment was
£600,000 and he has an annual target bonus opportunity of 100%
of base salary. He will be eligible to participate in BIP from 2013
onwards up to histarget bonus opportunity and to participate in
the new ESOS and LTIP, subjectto shareholders approving those
plans. He will receive annual pension contributions equal to 19%
of salary and benefits in accordance with the policies applicable
to executive directors.

In addition, in September 2012, he was granted the following
awards:

* Amarketvalue option under ESOS to acquire shares with a face
value on the date of grant of 135% of base salary, which vests on
the 3rd anniversary of grant subject to achieving at least 6%
p.a. compound growth in adjusted EPS at constant currencies
overthe three year performance period from 1 January 2012
to 31 December 2014.

» Performance shares (PSP) with an aggregate face value
of 180% of base salary, which are subject to the same
performance targets as willapply to any matching award
that may be granted to the CEO under the REGP in 2013, with
performance being assessed in the first half of 2015. The award
is non-pensionable and carries aright to receive dividend
equivalents [calculated on the same basis as under the REGP).
The leaver rules are consistent with those which appty under
the REGP with the exception that "retirement with the consent
of the company" is not automatically treated as an approved
leaver reason for the performance share award.

* Restricted shares [RSP] with an aggregate face value of 250%
of base salary, whichvest 50%in 2014 and 50%in 2015 provided
allunvested stock-based awards granted to him by his previous
employer lapse. This one-off grant of restricted shares was
made to compensate Mr Palmer for the forfeiture of awards

from his former employer. They are subject to atime pro-rated
claw-back if he resigns, or is summarily terminated, before
the date of the announcement of the 2014 annuat results in
2015.

The Committee considered the grant of performance shares and
restricted shares noted above to have been essential to secure
Duncan Palmer’s services. The Committee was satisfied that
the awards are appropriate and align his interests with those of
shareholders. Both awards fall within paragraph 9.4.2(2]R of

the UK Listing Rules and were granted over Reed Elsevier PLC
ordinary shares, but half of each award will be settled onvesting
with Reed Elsevier NV ordinary shares. The awards cannot be
amended to the advantage of Duncan Palmer without shareholder
approval and the documentation governing these awards will be
available forinspection from the date of the notices of the 2013
Annual General Meetings up toand including the meetings
themselves.

In recognition of Mr Palmer and his family having to relocate to
the UKin order for him to take up his new position, he will receive
aone-off cash relocation allowance of £500,000 in May 2013
(subject toatime pro-rated claw-back if he resigns oris
summarily terminated prior to 31 December 2014) and relocation
supportunder the standard Reed Elsevier policy.

Mark Armour’sretirementterms
Mark Armour’s retirement terms were disclosed in last year’s
remuneration report (page 74).

Policy on external appointments

The Committee believes that the experience gained by allowing
executive directors to serve as non-executive directors on the
boards of other organisations is of benefit to Reed Elsevier.
Accordingly, executive directors may, subject to the approvat of the
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Chairman and the Chief Executive Officer, serve as non-executive
directors on the boards of up to two non-associated companies
{of which only one may be to the board of a major company) and
they may retain remuneration arising from such appointments.

Mark Armouris a non-executive director of SABMiller plc and
received remuneration of £106,250 during 2012 (£100,694
during 2011). He is also a non-executive director of the Financial
Reporting Council (FRC} and received remuneration of £12,500
since commencing his appointment on 2 July 2012.

Duncan Palmeris a non-executive director of Oshkosh
Corporationand received fees of £15,487 since his appointment
asadirector of Reed Elsevier PLC up to the end of 2012.

Ncn-execu ive directors

Policy on non-executive directors’ fees

The policy on non-executive directors’ fees is a matter for
the Boards, subjectto applicable lawand, with respectto
Reed Elsevier NV, the shareholders, and does not fall within
the Committee’s remit.

Reed Elsevier seeks to recruit non-executive directors with the
experience to contribute to the boards of a dual-listed global
business and with a balance of personal skills that will make a
major contribution to the Boards and their committee structures.
With the exception of Marike van Lier Lels who serves only on the
Supervisory Board of Reed Elsevier NV, non-executive directors,
including the Chairman, are appointed to the Boards of Reed
Etsevier Group plc, Reed Elsevier PLC and the Supervisory Board
of Reed Elsevier NV. Non-executive directors’ fees reflect the
directors’ membership of the three Boards.

The primary source for comparative market data is the practice
of FTSE 50 companies, although reference is also made to NYSE
Euronext Amsterdam [AEX) index and US-listed companies.

Non-executive directors, including the Chairman, serve under
letters of appointment and are not entitled to notice of, or
payments following, retirement from the Boards.

Feelevels

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 paid to Marike van Lier
Lels, who servesonly onthe Supervisory Board of Reed Elsevier
NV, reflects her time commitment to that company and to other
companies within the Reed Elsevier combined businesses.
Non-executive directors are reimbursed for expensesincurredin
attending meetings. They do not receive any performance-related
bonuses, pension provision, share options or other forms of
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benefit, except for the following: the Chairman receives private
medical benefitand non-executive directors and the Chairman are
provided with tax filing support to meet any tax filing obligations
arising from their directorships with Reed Elsevier in countries
other than their home country.

Fees may be reviewed annually, although in practice they have
changedonalessfrequent basis. The last fee reviewwas during
2011 and the current fee arrangements took effect on 1 January
2012.

The fees for 2013 are unchanged from 2012 and are set out below.

Annualfee2013
Chairman £550,000
Non-executive directors £65,000/€80,000
Senior Independent Director £20,000
Chairman of:
- Audit Committee £25,000/€30,000
- Remuneration Committee £20,000

The total annual fee payable to Marike van Lier Lels is €65,000
(unchanged from 2012). The Chairman of Reed Elsevier does not
receive committee chairman fees.

Total Shareholder Return graphs

Asrequired 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 shareholder return performance, assuming dividends were
reinvested. 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 AEX

Index, over the five-year period from 31 December 2007 to

31 December2012.

Forthe five-year period from 31 December 2007, the TSR for
Reed Elsevier PLC was 22.6%, againsta FTSE 100 return of 11.7%.
For Reed Elsevier NV during the same period, TSRwas 8.4%
againstan AEXIndex return of minus 19%. These indices are
relevant since Reed Elsevier PLC isa member of the FTSE 100
index and Reed Elsevier NVisa member of the AEX Index.
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REED ELSEVIER PLC v FTSE 100 - 5 YEARS REED ELSEVIER NV v AEX - 5 YEARS

140% 140%
120% 120%
100% 100%

80% 80%

60% 60%

40% 40%
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— Reed Elsevier PLC -~ FTSE 100 — Reed Elsevier NV — AEX

Forthe purposes of the charts, the total shareholder return is calculated on the basis of the average share price in the 30 trading days
priorto the respective year end and on the assumption that dividends were reinvested.

Remuneration and share tables Directors’ emoluments and fees

Aggregate emoluments

The emoluments of the directors of Reed Elsevier PLC and Reed
Elsevier NV (including any entitlement to fees or emoluments
from either Reed Elsevier Group plc or Elsevier Reed Finance BV}

The information set out in 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.

were as follows:
2012 2011
€000 €000
Salariesandfees 2,972 2,590
Benefits 89 56
Annual performance-related bonuses 2,074 1,634
Pension contributions 44 42
Total 5,179 4,322
Individual fees of non-executive directors
h ' 2012 201
£* €
Mark Elliott 85,000 70,000
Anthony Habgood 550,000** 500,000**
Adrian Hennah (from 20 April 2011} 65,000 38,475
Lisa Hook 65,000 55,000
Marikevan Lier Lels 52,846*** 41, 739***
Robert Polet 65,000 55,000
Sir David Reid 85,000 75,000
Lord Sharman (until 20 April 2011) - 18,333
Linda Sanford (from 4 December 2012) 5,416 -
BenvanderVeer 89,431*** 82,609***
Totat 1,062,693 936,156

*The above figures exclude animputed notional benefitin respect of tax filing support provided to non-executive directors for tax filings in countries other than their home
country resulting from their directorship with Reed Elsevier. The incremental assessable benefit charge per relevant tax return has been agreed by PwC to amount to £300.
**Excludes private medical insurance benefitof £1,38% in respect of 2012(£1,329in 2011).
***The fees for Marike van Lier Lels and Benvan der Veer are paid in euro and were €65,000 and €110,000 respectively for 2012 (€48,000 and €95,000 respectively for 2011).
Forreporting purposes these were converted into pounds sterling at the average exchange rate for the year of reporting.

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

Asdisclosedin lastyear's Report, the 2009-11 cycle of awards made under ESOS and LTIP lapsed in early 2012 for Erik Engstrom and
Mark Armour. The executive directors made no pre-tax gains during 2012 on any multi-year incentives, except for Mark Armour, who
made a gain of £1,185 on the exercise of vested options during the year. Details are shown on page 88.
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Individual emoluments of executive directors

Salary Benefits Bonus Totat 2012 Total 2011

£ £ £ £ £

Erik Engstrom 1,050,625 28,396 1,149,909 2,228,930 2,075,417
Mark Armour 644,495 23,984 693,799 1,362,278 1,263,563
DuncanPalmer* 213,846 32,878 230,205 476,929 n/a
Total - 1,908,966 85,258 2,073,913 4,068,137 3,338,980

*The benefits figure for Duncan Palmerincludes the balance of his company pension contribution whichis paid to him as a cash allowance, as detailed under the Retirement
Benefits section on page 83, which, for 2012 was £22,810.

Marketvalue options awarded under ESOS and restricted shares awarded in the year of reporting under the BIP are set out by executive
director on pages 88-89. Vesting is subject to performance conditions relating to growth in adjusted EPS and ROIC as described inthe
front section of this Report. The maximum number of options that can vest under the ESOS and the maximum number of restricted
sharesthat canvestunderthe BIP is equivalent to the awards granted. The maximum number of shares which canvest underthe
September 2012 grants of performance share awards and restricted share awards to Duncan Palmeris equivalentto the awards
granted. Erik Engstromwas the highest paid director in 2012.

Directors’ shareholdings in Reed Elsevier PL.C and Reed Elsevier NV
Theinterests of those individuals who were directors of Reed Elsevier PLC and Reed Elsevier NVas at 31 December 2012 in the issued
share capital of the respective companies at the beginning and end of the year are shown below:

Reed Elsevier PLC Reed Elsevier NV

ordinaryshares ordinaryshares
1January 31 December 1 January 31 December
2012* 2012 20127 2012
Mark Armour 248,742 250,242 136,889 136,889
Mark Elliott - - 7,600 7,600
Erik Engstrom 107,040 107,040 447,356 509,556
Anthony Habgood 50,000 50,000 25,000 25,000
Adrian Hennah 5,163 5,163 - -
LisaHook - - - 4,800
MarikevanLier Lels - - - -
Duncan Palmer ~ - - -
Robert Polet 1,000 1,000 - -
Sir David Reid - - -
Linda Sanford - -
BenvanderVeer - - 5,000 5,000

*Ondate of appointment if subsequent to 1 January 2012

There have been no changes inthe interests of the currentdirectors serving as at the date of this Report in the issued share capital
of Reed Elsevier PLC or Reed Elsevier NV at the date of this Report.

Share-based awards in Reed Elsevier PLC and Reed Elsevier NV

Details of vested options (shown in trai0a) and unvested options and restricted shares held by executive directors in Reed Elsevier PLC
[PLC)and Reed Elsevier NV [NV) as at 31 December 2012 are shown in the tables overleaf. Anyawards that have been described as
lapsed in prioryear reports have been excluded. The shading in the tables denotes awards granted during the year of reporting. The
vesting of outstanding unvested awards is subject to performance conditions in accordance with the provisions of the respective plan
rules, except for the RSP award granted to Mr Patmer on joining Reed Elsevier. The conditions of vesting of this award are setouton
page B4 of this Report. For disclosure purposes, any PLC and NV ADRs awarded under the BIP have been converted intc ordinary share
equivalents. At the date of this Report there have been no changes in the options or restricted shares held by executive directors in office
atthe date of this Report. The market price at the date of award of grants made under the multi-yearincentives are based on the middle
market price of the respective security.
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Erik Engstrom
No. of No. of No.yof Grosf No, of
options options options Market gains options
heldon granted exercised  priceper madeon heldon Unvested Qptions
Year of Option 1lan during Option during  shareat exercise 31 Dec aptions exercisable
grant aver: 2012 2012 price 2012 exercise £/ 2012 vesting on: until:
ESOS 265 a
2011 PLCord 139,146 139,146 5May 2014 5May 2021
NV ord 92,953 5May 2014 5May 2021
2012 - PLC ord 198,836 198,836 2May 2015 2 May 2022
NVord 139,742 139,742 2 May 2015 -2 May 2022
I >y 2 Hh
TotalPLCords 861,181 198,836 1,060,017
Total NV ords 587,195 139,742 726,937
No.éf No. of
unvested No. of No. of Notional unvested
shares shares Market shares Market gross shares
heldon awarded  priceper vested price per gains at heldon Date of
Yearof Type of 1Jan during  shareat during  shareat vesting 31Dec performance Date ot
grant security 2012 2012 award 2012 vesting £/e 2012 testing release
BiP 2010 NVord 140,378 €8.310 140,378 H12013 H12013
2011 NVord 122,352 £8.969 122,352 H12014 H12014
2012 NVaord - 136,950 €9.030 136,950 H12015 H1:2015
REGP 2010 PLCord 643,086 £4.665 643,086 H12013  50%H12013
50% H12015
NVord 422,310 €8.310 422,310 H12013  50%H12013
50%H1 2015
Total PLC ords 643,086 643,086
Total NVords 685,040 136,950 821,990
Mark Armour
eI ‘No.of No. of No. of Gross No. of
options options options Market gains options
heldon granted exercised  price per made on heldon Unvested Options
Year of Option 1Jan during Option during  shareat exercise 31 Dec options exercisable
over: 2012 2012 price 2012 exercise £/€ 2012 vesting on: until:
FSoe Pl T -
LTp
Total PLC ords 761,270 1,500 657,317
Total NV ords 517,752 446,819

YExpired unexercised on 22 February 2012
**Pro-rated for service,
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H AR No. of No. of
unvested No. of No. of Notional unvested
shares shares Market shares Market gross shares
heldon awarded  priceper vested  priceper gains at heldon Date of
Year of Type of 1Jan during  shareat during  shareat vesting 31 Dec performance Date of
grant security 2012 2012 award 2012 vesting £/€ 2012 testing release
BIP 2010 PLCord 65,054 £4.665 65,054 H12013  H12013
NV ord 42,512 €8.310 42,512 H12013  H12013
2011 PLCord 56,876 £5.390 37,917 H12014  H12014*
NV ord 37,687 €8.969 25,124 H12014  H12014*
2012 PiCord - 90,987 £5.155 30,329 H12015  H12015*
NVord - 21,028 €£9.030 7,009 H12015  H12015*
REGP 2010 PLCord 394,495 £4.665 394,495 H12013  H12013
NVord 259,062 €8.310 259,062 H12013  H12013
Total PLC ords 516,425 90,987 527,795
TotalNVords 339,261 21,028 333,707
*Pro-rated for service.
RET IO No. of No. of No. of Gross No. of
options options options Market gains options
heldon granted exercised  price per made on heldon Unvested Qptions
Year of Option {Jan during Option during  shareat exercise 31 Dec options exercisable
grant over: 2012 2012 price 2012 exercise £/€ 2012 vesting on: untit:
ESOS 2012 PLCord - 67,331 £6.015 67,331 7Sept 2015 7 Sept 2022
NV ord - 48,018 €10.560 48,018 7Sept 2015 7 Sept 2022
Total PLC ords - 67,33 67,331
Totat NVords - 48,018 48,018
MNo. of No.of
unvested No.of No.of Notionat unvested
shares shares Market shares Market gross shares
heldon awarded  priceper vested priceper gains at hetdon Date of
Year of Typeof 1Jan during  shareat during  shareat vesting 31Dec performance Date of
grant security 2012 2012 award 2012 vesting £/€ 2012 testing release
pPsp* 2012 PLCord 179,851  £6.015 179,551 H12015 H12015
RSP* 2012 PLCord 269,376 £6.015 249,376 - 50%H12014
-~ 50%H12015
Total PLC ords - 428,927 428,927
TotalNVords - - -

*Half of Duncan Palmer's 2012 PSP and RSP awards which vest, if any, wilt be settled with Reed Elsevier NV ordinary shares. The number of NV shares will be calculated using

the closing price of a Reed Elsevier NV share and the euro/pound sterling exchange rate on the date of grant.
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Other required disclosures inrespect of share-based awards
The number of shares and options that vestin respectof all
outstanding lunvested] awards under the multi-year incentives
depend on the extent to which performance conditions are met,
except for the RSP grant to Duncan Palmer which vests subject
to anongoing employment condition.

Inrespectofthe REGP grantto Erik Engstrom, the maximum
number of sharesthat canvestis 150% of the number of shares
shown Inthe tables above. Inrespect of ESOS and BIP, the number
of awards shown in the table is the maximum capable of vesting.
ESQOSawards vest onthe third anniversary and expire on the tenth
anniversary of the date of grant. For the PSP and RSP awards
granted to Duncan Palmer, the number of shares shown in the
share tables reflects the maximum number of shares which
canvest.

Options under the SAYE scheme, inwhich all eligible UK
employees are invited to participate, are granted ata maximum
discount of 20% to the market price at the 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
tothese option grants as the SAYE is a UK all-employee scheme.
Mr Engstrom and Mr Palmer have waived any right to participate
inany local all-employee share based plans in any country
including the HMRC approved all-employee UK Savings-Related
Share Option Scheme [SAYE]

The middle market price of a Reed Elsevier PLC ordinary share
atthe date of award of grants in 2012 under the BIP was £5.155.
The middle market price of a Reed Elsevier NV ordinary share
atthe date of award of grants in 2012 under the BIPwas €9.03.
The middle market price of a Reed Elsevier PLC ordinary share
atthe date of award of grants made to Mr Palmer on 7 September
2012 was £6.015.

The middle market price of a Reed Elsevier PLC ordinary
share during the year was inthe range of £4.694t0 £6.52 and
at31 December 2012 was £6.42. The middle market price of a
Reed Elsevier NVordinary share during the year was in the
range of €8.17to €11.37 and at 31 December 2012 was €11.185.

Ditution

At 31 December 2012, the estimated potential dilution over a
ten-year period from awards over Reed Elsevier PLC shares
underall share-based planswas 4.7% of the Reed Elsevier PLC
share capital. The estimated potential dilution over the sarne
periodin respect of awards over Reed Elsevier NVshareswas
4.9% of the Reed Elsevier NVshare capital at 31 December 2012.
The estimated potentiat dilution in relation to executive
share-based plans was 4.3% of the Reed Elsevier PLC and 4.5%
of the Reed Elsevier NV share capital at 31 December 2012.

Employee Benefit Trust

Any securities required to satisfy entitlernents under the REGP,
LTIP and BIP are provided by the Employee Benefit Trust [EBT)
from market purchases. As a potential beneficiary underthe EBTin
the same way as other employees of Reed Elsevier, each executive
directoris deemedtobeinterested inall the shares held by the EBT
which, at 31 December 2012, amounted to 13,451,468 Reed Elsevier
PLC ordinary shares (1.07% of issued share capital) and 6,990,101
Reed Elsevier NV ordinary shares (0.91% of issued share capitall.
These numbers include ordinary share equivalents held in the
form of Reed Elsevier PLC ADRs and Reed Elsevier NVADRs,

Approved by the Board of Reed Elsevier Group plcon
27 February 2013.

Mark Elliott

Chairman of the Remuneration Committee

Approved by the Board of Reed Elsevier PLC on

27 February 2013.

Mark Elliott

Non-Executive Director

Approved by the Combined Board of Reed Elsevier NV
on 27 February 2013.

Mark Elliott
Member of the Supervisory Board
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Report of the Audit Committees

This reporthas been prepared by the Audit Committees of

Reed Elsevier PLC and Reed Elsevier NV in conjunction with the
Audit Committee of Reed Elsevier Group plc (the Committees)
and has been approved by the respective Boards. It provides an
overview of the membership, responsibilities and activities of
the Committees. The functions of an audit committee inrespect
of the financing activities are carried out by the Supervisory
Board of Elsevier Reed Finance BV. The Reed Elsevier PLCand
Reed Elsevier NV Audit Committees fulfil their roles from the
perspective of the parent companies and both Committees have
access tothe reports to and the work of the Reed Elsevier Group
plc Audit Comrmittee and the Elsevier Reed Finance BV
Supervisory Boardinthis respect.

Membership

The Committees comprise at least three independent
Non-Executive Directors. The members of each of the
Cornmittees that served during the year are: Benvan der Veer
(Chairman of the Committees), Sir David Reid, Adrian Hennah,
Lisa Hook [until May 2012) and Linda Sanford {from appointment

in December 2012). Sir David Reid and Adrian Hennah, both UK
chartered accountants, and Benvan der Veer, aregistered
accountant in the Netherlands, are considered to have significant,
recentand relevant financial experience. Sir David Reid has
served on the Audit Committees for more than nine years and after
having determined that he remained independentin character and
judgement and there were also no relationships or circumstances
which are likely to affect his independent judgement, he has
remained a member of the Audit Committees to allowforan
orderlytransition to newly appointed directors.

Responsibilities

The main role and responsibilities of the Committees are to assist
the respective Boards in fulfilling their oversight responsibilities
regarding the integrity of Reed Etsevier'sinterim and financial
statemnents and reporting process, risk managementand internal
controls, the external auditors’ effectiveness, performance,
qualifications and independence and the performance of the
internalauditors, The Committees report to the respective Boards
ontheiractivities, identifying any matters in respect of which they
consider that action orimprovement is needed and making
recommendations as to the steps to be taken.

The terms of reference of each Audit Committee are reviewed
annually and a copy of eachis published on the Reed Elsevier
website, www.reedelsevier.com.

Principal activities

The Committees met five times during 2012. The Audit Committee
meetings are typically attended by the Chief Executive Officer, the
Chief Financial Officer, the Reed Elsevier Group plc group financial
controtler, the Reed Elsevier Group plc chief tegal officer, chief
risk officer and director of internal audit, and audit partners of the
external auditors. Additionally, the managing director and senior
representatives of the external auditors of Elsevier Reed Finance
BV attend the July and February meetings of the parent company
Audit Committees.

In discharging their principal responsibilities in respect of the 2012
financialyear, the Committees have:

li} receivedanddiscussed reports from the Reed Elsevier Group
ptc group financial controller that set out areas of significance
inthe preparation of the financial statements, including:
review of the carrying values of goodwilland intangible
assets, disposals, application of revenue recognition and
cost capitalisation policies, review of uncertain tax positions,
provisions for lease obligations, and the use of the going
concern basis in the preparation of the financial statements.
The Committees also received written reports fromthe
external auditors summarising the most significant findings
from their audit work.

(i) reviewed the critical accounting policies and compliance
with applicable accounting standards and other disclosure
requirements and received regular update reports on
accounting and regulatory developments.

(iii} receivedanddiscussed reqular reports fromthe Reed
Elsevier Group plc chief risk officer and director of internal
audit summarising the status of Reed Elsevier risk
management activities and the findings from internal audit
reviews and the actions agreed with management. Areas
of focus in 2012 included: management of investment
programmes; regulatory compliance and review of
information security including the management of data
privacy; business continuity planning; and continued
compliance with the requirements of Section 404 of the
US Sarbanes-Oxley Act relating to the documentation
and testing of internal controls over financial reporting.

{iv] reviewed and approved the internalaudit plan for 2012
and monitored execution, including progressin respect of
recommendations made. Reviewed the resources, terms of
reference and effectiveness of the Reed Elsevier Group plc
risk management and internal audit functions.

vl received presentations from: the Reed Elsevier Group plc
chief compliance officer on the compliance programmes,
including the operation of Reed Elsevier's codes of conduct,
training programmes, whistleblowing arrangements and
proceduresinrespectofthe UK Bribery Act requirements;
the Reed Elsevier Inc. general counsel on the management
of data privacy, security and compliance; the Reed Elsevier
Group ple 1T security officer oninformation technology
security; and the Reed Elsevier Group plc chief legal officer
onlegalissuesand claims.

{vi] received updatesfrom the Reed Elsevier Group plcgroup
treasurer on pension arrangements and funding, treasury
policies and risk management, compliance with treasury
potlicies, and globalinsurance arrangements.

{vii] received presentations fromthe Reed Elsevier Group plc
head of group taxation on tax policies and related matters.

{viii} received regular updates fromthe chief financial officer on
developments within the finance function.

[ix) received presentations on a rotational basis fromthe chief
financial officers of major businesses on the priorities for
the finance functions and the risk managementand internal
control activities.
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9 2 GOVERNANCE
REPORT OF THE AUDIT COMMITTEES

External auditeffectiveness

Reed Elsevier has a well established policy on audit effectiveness
and independence of auditors that sets outinter alia: the
responsibilities of each Audit Committee in the selection of
auditors to be proposed for appointment or reappointment and for
agreementonthe terms of their engagement and the scope of the
annual audit; the auditor independence requirements and the
policy onthe provision of non audit services; the rotation of audit
partners and staff; and the conduct of meetings between the
auditors and the Audit Committees. The policy is available onthe
Reed Elsevier website, www.reedelsevier.com.

Theauditors are precluded from engaging in non audit services
thatwould compromise theirindependence orviolate any
professional requirements or regulations affecting their
appointment asauditors. Theauditors may, however, provide non
audit services which do not conflict with their independence, and
where their skills and experience make them a logical supplier,
subjectto pre-approval by the Audit Committees. The Committees
have, each quarter, reviewed and agreed the non audit services
provided in 2012, together with the associated fees which are
setoutin note 3tothe combined financial statements. The non
audit services provided were inthe areas of tax compliance, due
diligence and other transaction related services. In compliance
with recent Dutch regulatory developments, from 2013 non

audit services performed inthe Netherlands will be limited to
audit related activities, subjectto transitional arrangements for
engagements already in progress. The Committees will consider
further policy amendments during the course of 2013 as the scope
of this regutatory change is clarified.

The external auditors are required to rotate the lead audit
partners responsible for the audit engagements every five years.
The lead engagement partner for Read Elsevier PLC has now
completedbis fourth year of auditing Reed Elsevier’s financial
statements and the lead engagement partner for Reed Elsevier
NVhas completed three years. Any decision to open the audit to
tenderistaken only on the recommendation of the Committees.
The externalauditors have confirmed their independence

and compliance with the Reed Elsevier policy on auditor
independence,

The Committees have monitored regulatorydevelopments in
the UKand the Netherlands and will considerauditortender
and rotation inline with the transitional arrangements set out
inthe revised UK Corporate Governance Codeand recentDutch
legislation. Any further developments in 2013 will be studied
when considering the appointment of auditors for future years.

The Committees conducted anannual review during 2012 of the
performance of the external auditors and the effectiveness of
the externat audit process for the year ended 31 December 2011
Based on this review, and on their subsequent observations
onthe planning and execution of the externalaudit for the year
ended 31 December 2012, the Committees have recommended
to the respective Boards that resolutions for the reappointment
of the external auditors be proposed at the forthcoming Annual
General Meetings. Deloitte LLP and Deloitte Accountants
BVortheir predecessor Deloitte firms were first appointed
respectively auditors of Reed Elsevier PLC and Reed Elsevier NV
forthe financial year ended 31 December 1994, In addition to the
annual review of the performance of the external auditors and
the effectiveness of the audit process, at least every fouryears,
the Committees will consider whether the objectives of the audit
would be better served through a formal tender process for the
auditor appointment.

The effectiveness of the operation of the Audit Committees was
reviewed as part of the effectiveness review of the Boards in
February 2013,

Benvander Veer
Chairman of the Audit Committees
27 February 2013






94 FINANCIALSTATEMENTS ANDOTHER INFORMATION
COMBINED FINANCIAL STATEMENTS

Combined income statement

Soi3 i 70”
Note £m Em

Revenue
vost of sa{e

Gms&pmﬁt -
Selling and distribution costs
Admsmstmtmnandothe rexpenses

1 6,116 6,002
{2 139] {Z ?26!
3,977 3,876
{1,015 {1,078
11,628] {1,626

Opemi ngpi aftbeforejo intventures ! 334 1,175
Shareofresults of jointventures 24 30
Operatmg g)mfﬂi 2 1,358 1,205
Finance income 7 16 Y
Finance costs 7 {232 {252
Netfmanw costs (218} (239)
Disy isposal >andothernonoperaimg1tems - 8 4 (22
Profitbefore tax ‘ 1,187 948
Taxation 9 {113 {181
ﬁé‘i\ﬁfb'f‘ﬂf&f{ﬁé&ééf A i;ﬁﬁ ................. e
Attributable to:
Parentcompanies’ shareholders 1,069 760
Nor-controtl mq merestf 5 7
Netprcf:tfortheyear iiiii 1,‘()"71;” ' 767
Combined statement of comprehensive income
2012 2011
Note £m £rm
Net profit for the year 1,074 767
Exchange differences on translation of foreign operations {136} 32
Actuarial losses on defined benefit pension schemes 5 {329) (113
Fair value movements on available for sale investments - {1
Transfertonet profiton disposal ofavailable for sale investments 11 -
Fair value movernents on cash flow hedges 70 (24)
Transfer tonet profitfrom cash flow hedge reserve [net of tax] 18 21 37
Taxrecognised directly in equity 9 88 42
Dthercompreheﬁsweexpensefoffheyear e g
Totalcomprehensive income for theyear 799 40
Attributable to:
Parent companies’ shareholders 794 733
Non-controtli ingi interests 5 7
Totalcomprehenswemcnmefartheyear 799 740
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Combined statement of cash flows
<.
2
FORTHEYEARENDIND3TDECEMBER 2012 2011
Note £m £m
Cash flows from operating activities
Cash generated from operations 1 1,847 1,735
Interest paid (231) (247)
Interest received 7 12
Tax paid (net} (216) (218)
Net cash from operating activities ' 1,407 1,282
[vs)
Cash flows from investing activities %
Acquisitions 11 {316) (481) @
Purchases of property, plant and equipment (70) (85) %
Expenditure oninternally developedintangibte assets (263) (265) z
Purchase of investments (7) (10]
Proceeds from disposals of property, plantand equipment 7 7
Gross proceeds from other disposals 235 101
Payments on other disposals (82) (21)
ived from joint ventures 20 33
esting activities (476) (721)
Cash flows from financing activities
Dividends paid to shareholders of the parent companies (521) (497) n
Distributions to non-controlling interests (4) (9) g
{Decreasel/increase in short term bank loans, overdrafts and commercial paper (434) 210 g
Issuance of other loans 592 - 3
Repayment of other loans (437) (248) g
Repayment of finance leases
Disposal/lacquisition] of non-controlling interests
Repurchase of ordinary shares
Proceeds onissue of ordinaryshares
Net cash used infinancing activities
Decrease in cash and cash equivalents 1" (72) (44)
Movementin cash and cash equivalents ®
Atstartof year 726 742 2
Decrease in cash and cash equivalents (72) (44) z
Exchangetranslationdifferences e 13) 28§
Atend ofyear 641 726
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Combined statement of financial position

AS AT 31 DECEMBER ' ' ST a2 2011
Note £m £m
Non-currentassets
Goodwill 14 4,545 4,729
Intangible assets 15 3,275 3,494
Investmentsin joint ventures 16 100 124
Otherinvestments 16 79 b4
Property, plantand equipment 17 264 288
Deferredtax assets 19 79 212
Derivative financialinstruments 138 -

Currentassets

Inventories and pre-publication costs 20 159 190
Trade and otherreceivables 21 1,380 1,483
Derivative financialinstruments 57 149
Cashand cash equivalents 1" 641 726

Totalassets 11,014 11,503
Currentliabilities

Trade and other payables 23 2,544 2,657
Derivative financialinstruments 1 69
Borrowings 24 730 982
Taxation 603 677
Provisions 26 30 39

Non-current liabilities

Borrowings 24 3,162 3,300
Deferred tax liabilities 19 919 1,236
Net pension obligations 5 466 242
Provisions 26 139 87

Netassets 2,314 2,197
Capitalandreserves

Combined share capitals 28 223 223
Combined share premiums 28 2,727 2,723
Combined shares heldintreasury 28 (899) (663]
Translation reserve (23) 88
Other combined reserves 29 252 (199
Combined sharahaldura s 2.280 ............... 517
Non-controlling interests 34 25

Total equity
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Combined statement of changes in equity

Combined Combined Combined Other Combined Non-
share share sharesheld Translation combined shareholders’ controlling Total
capitals premiums intreasury reserve reserves equity interests equity
Note £m £m £m £m £m £m £m £€m
Balance at 1 January 2011 224 2,754 (677) 29 (387) 1,943 27 1,970
Total comprehensive income
fortheyear - - - 32 701 733 7 740
Dividends paid 13 - - - - (497) 1497) (9) (506)
Issue of ordinary shares,
netof expenses - 9 - - - 9 - 9
Increase in share based
remunerationreserve - - - 27 27 - 27
Settlement of share awards - - - (7) - - -
Acquisitions - - - - - - 5 5
Acquisition of non-controlling
interests - - - - (43) (43) (5] (48]
Exchange differences on
translation of capital
andreserves (1) (40) 7 27 7 - - -
Balanceat 1 January 2012 223 2,723 (663) 88 (199) 2,172 25 2,197
Total comprehensive income
fortheyear - - - (136) 930 794 5 799
Dividends paid 13 - - - - (521} (521) (4) (525)
Issue of ordinary shares,
net of expenses 1 47 - - - 48 - 48
Repurchase of ordinary shares - - (250) - - {250) - (250)
Increaseinshare based
remuneration reserve - - - - 31 31 - 31
Settlement of share awards - - - (7) - - -
Acquisitions - - - - - - 9 9
Disposal of non-controlling
interests - - - - 6 [ 1 7
Exchange differenceson
translation of capital
andreserves ()] 7 25 12 - (2) (2)
Balance at 31 December 2012 223
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Accounting policies

The Reed Etsevier combined financial statements are prepared
inaccordance with International Financial Reporting Standards
(IFRS) as adopted by the European Union and as issued by the
Internationat Accounting Standards Board {IASB). The combined
financial statements are prepared on a going concern basis,
asexplained on page 72.

The Reed Elsevier accounting policies under IFRS are set out
below.

Basis of preparation

The equalisation agreement between Reed Elsevier PLC and
Reed Elsevier NV has the effect that their 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 BVand their
respective subsidiaries, associates and joint ventures, together
with the two parent companies, Reed Elsevier PLC and

Reed Etsevier NV (“"the combined businesses”).

In preparing the combined financial statements, subsidiaries

of Reed Elsevier Group plc and Elsevier Reed Finance BVare
accounted for under the acquisition method and investments in
associates and joint ventures are accounted for under the equity
method. Alltransactions and balances between the combined
businesses are eliminated.

On acquisition of a subsidiary, orinterest in an associate or joint
venture, fair values, reftecting conditions at the date of acquisition,
are attributed to the net assets, including identifiable intangible
assetsacquired. Thisincludes those adjustments made to

bring accounting policies into line with those of the combined
businesses. The results of subsidiaries sold or acquired are
included in the combined financial statements up to or from the
date that control passes from or to the combined businesses.

Non-controlling interestsin the net assets of the combined
businesses are identified separately from combined
shareholders’ equity. Non-controlling interests consist of the
amount of those interests at the date of the original acquisition
and the non-controlling share of changes in equity since the
date of acquisition.

These financial statements form part of the statutory information
to be provided by Reed Elsevier NV, but are not for a legal entity
anddo notinctude alt the information required to be disclosed by a
companyinits financial statements under the UK Companies Act
2006 or the Dutch Civil Code. Additional information is given in

the Annual Reports and Financial Statements of the parent
companies setout on pages 147 to 194. Alist of principal
businessesis set out on page 204.

Foreign exchange translation

The combined financial statements are presented in pounds
sterting. Additional information providing atranslation into euros
of the primary Reed Elsevier combined financial statements and
selected notes s presented on pages 133 to 146.

Transactionsinforeign currencies are recorded at the rate
of exchange prevailing on the date of the transaction. At each
statement of financial position date, monetary assets and
liabilities that are denominated in foreign currencies are

retranslated at the rate prevailing on the statement of financial
position date. Exchange differences arisingare recorded in the
income statement other than where hedge accounting applies
as set out below.

Assets and liabilities of foreign operations are translated at
exchange rates prevailing on the statement of financial position
date. Income and expense items and cash flows of foreign
operations are translated at the average exchange rate for the
period. Significant individualitems of income and expense and
cashflowsin foreign operations are translated at the rate
prevailing on the date of transaction. Exchange differences arising
are classified as equity and transferred to the translation reserve.
When foreign operations are disposed of, the related cumulative
translation differences are recognised within the income
statementinthe period.

Reed Elsevier uses derivative financial instruments, primarily
forward contracts, to hedge its exposure to certain foreign
exchange risks. Details of Reed Elsevier’s accounting policies
inrespect of derivative financialinstruments are set out below.

Revenue

Revenue represents the invoiced value of sales less anticipated
returns on transactions completed by performance, excluding
customer sales taxes and sales between the combined
businesses.

Revenues are recognised for the various categories of turnover
as follows: subscriptions - on periodic despatch of subscribed
product or rateably over the period of the subscription where
performance is not measurable by despatch; circulationand
transactional - on despatch or occurrence of the transaction;
advertising - on publication or over the period of online display;
and exhibitions - on occurrence of the exhibition.

Where sales consist of two or more independent components
whose value can be reliably measured, revenue is recognised
on each componentasitis completed by performance, based
on attribution of relative value.

Employee benefits

The expense of defined benefit pension schemes and other
post-retirement employee benefits is determined using the
projected unit credit method and charged in the income statement
asanoperating expense, based on actuarial assumptions
reflecting market conditions at the beginning of the financial year.
Actuarial gains and losses are recognised in fullin the statement
of comprehensive income in the period in which they occur.

Past service costs are recognised immediately to the extent that
benefits have vested, or, if not vested, on a straight line basis over
the period until the benefits vest.

Net pension obligations in respect of defined benefit schemes
areincludedin the statement of financial position at the present
value of scheme liabilities, less the fair value of scheme assets.
Where schemes are in surplus, i.e. assets exceed liabilities,

the net pension assets are separately included in the statement
of financial position. Any net pension assetis limited to the
extent that the assetis recoverable through reductions in
future contributions.
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The expense of defined contribution pension schemes and
other employee benefitsis chargedintheincome statement
asincurred.

Share based remuneration

The fair value of share based remuneration is determined at

the date of grantand recognised as an expense in theincome
statementon a straightline basis over the vesting period, taking
account of the estimated number of shares that are expected to
vest. Market based performance criteria are taken into account
when determining the fair value at the date of grant. Non-market
based performance criteria are taken into account when
estimating the number of shares expected to vest. The fairvalue
of share based remuneration is determined by use of a binomial or
Monte Carlo simulation model as appropriate. All Reed Elsevier's
share based remuneration is equity settled.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset that takes a substantial
period of time to bring to use are capitalised. All otherinterest
onborrowings is expensed asincurred. The cost of issuing
borrowings is generally expensed over the period of borrowing
soas to produce a constant periodic rate of charge.

Taxation

The tax expense represents the sum of the tax payable on the
currentyear taxable profits, adjustmentsin respect of prioryear
taxable profits, and the movements on deferred tax thatare
recognised in the income statement.

The tax payable on currentyear taxable profits is calculated using
the applicable tax rates that have been enacted, or substantively
enacted, by the date of the statement of financial position.

Deferredtaxis the tax arising on differences between the carrying
amounts of assets and liabilities in the financial statements and
their corresponding tax bases used in the computation of taxable
profit,and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for
alltaxable temporary differences and deferred tax assets are
recognised to the extent that, based on current forecasts, itis
probable that taxable profits will be available against which
deductible temporary differences can be utilised. Deferred tax

is not recognised ontemporary differences arisingin respect

of goodwill that is not deductible for tax purposes.

Deferredtaxis calculated using tax rates that have been
substantively enacted at the date of the statement of financial
position. Full provision is made for deferred tax which would
become payable on the distribution of retained profits from
foreign subsidiaries, associates or joint ventures.

Movementsindeferred tax are charged or credited in the income
statement, except when they relate toitems charged or credited
directly to equity, inwhich case the deferred tax is also recognised
in equity. Deferred tax credits in respect of share based
remunerationare recognised in equity to the extent that expected
tax deductions exceed the related expense.

99

Goodwill

Onthe acquisition of a subsidiary or business, the purchase
consideration is allocated between the net tangible and
intangible assets on afair vatue basis, with any excess purchase
consideration representing goodwill. Goodwill arising on
acquisitions alsoincludes amounts corresponding to deferred
tax liabilities recognised in respect of acquired intangible assets.

Goodwillis recognised as an asset and reviewed for impairment
at leastannually. Any impairment is recognised immediatelyin
the income statement and not subsequently reversed.

On disposal of a subsidiary or business, the attributable amount
of goodwillis included in the determination of the profit or loss
ondisposal.

Intangible assets

Intangible assets acquired as part of a business combination are
stated in the statement of financial position at their fair value as at
the date of acquisition, less accumulated amortisation. Internally
generatedintangible assets are stated in the statement of
financial position at the directly attributable cost of creation of the
asset, less accumulated amortisation.

Intangible assets acquired as part of business combinations
comprise: market related assets (e.g. trademarks, imprints,
brands); customer related assets (e.g. subscription bases,
customer lists, customer relationships]; editorial content;
software and systems [e.g. application infrastructure, product
delivery platforms, in-process research and development);
contract based assets (e.g. publishing rights, exhibition rights,
supply contracts); and other intangible assets. Internally
generated intangible assets typically comprise software and
systems developmentwhere an identifiable asset is created that
is probable to generate future economic benefits.

Intangible assets, other than brands and imprints determined
to have indefinite lives, are amortised systematically over their
estimated useful lives. The estimated useful lives of intangible
assets with finite lives are as follows: market and customer
related assets - 3to 40 years; content, software and other
acquiredintangible assets - 3to 20 years; and internally
developed intangible assets - 3to 10years. Brands and imprints
determined to have indefinite lives are notamortised and are
subject toimpairment review at least annually.

Property, plantand equipment

Property, plantand equipment are stated in the statement of
financial position at cost less accumulated depreciation. No
depreciation is provided on freehold land. Freehold buildings and
long leases are depreciated over their estimated useful lives up
toa maximum of 50years. Short leases are written off over the
duration of the lease. Depreciation is provided on other assets on
astraight line basis over their estimated useful lives as follows:
leasehold improvements - shorter of life of lease and 10 years;
plant -3 to 20years; office furniture, fixtures and fittings - S to
10years; computer systems, communication networks and
equipment-3to 7 years.
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Investments

Investments, other than investmentsinjoint ventures and
associates, are stated in the statement of financial position at fair
value. Investments held as part of the venture capital portfotio
are classified as held for trading, with changes in fair value
reported through the income statement. All other investments
are classified as availabte for sale with changes infairvalue
recognised directly in equity until the investment is disposed of
oris determined to be impaired, at which time the cumutative
gain or loss previously recognised in equity is brought into the net
profitor loss for the period. Allitems recognised in the income
statement relating to investments, other than investmentsin joint
ventures and associates, are reported as non operating items.

Available for sale investments and venture capital investments
held for trading represent investments in listed and unlisted
securities. The fair value of listed securities is determined

based on quoted market prices, and of unlisted securities on
management’s estimate of fair value based on standard valuation
techniques, including market comparisons and discounts of future
cash flows, having regard to maximising the use of observable
inputs and adjusting for risk. Independent valuation experts are
used as appropriate.

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 invalue.

Impairment

At each statement of financial position date, reviews are carried
out of the carrying amounts of tangible and intangible assets and
goodwill to determine whether there is any indication that those
assets have suffered animpairment loss. If any such indication
exists, the recoverable amount, which is the higher of value inuse
and fairvalue less costs to sell, of the asset is estimated in order
to determine the extent, if any, of the impairment loss. Where the
asset does not generate cash flows that are independent from
other assets, value in use estimates are made based onthe cash
flows of the cash generating unit to which the asset belongs.
Intangible assets with an indefinite useful life are tested for
impairment at least annually and whenever there is any
indication that the asset may be impaired.

Ifthe recoverable amount of an asset or cash generating unitis
estimated to be less thanits net carrying amount, the net carrying
amount of the asset or cash generating unitis reduced to its
recoverable amount. Impairment losses are recognised
immediately in the income statement in administration and

other expenses.

Inventories and pre-publication costs

Inventories and pre-publication costs are stated at the lower of
cost, including appropriate attributable overhead, and estimated
net realisable value. Pre-publication costs, representing costs
incurred in the origination of content prior to publication, are
expensed systematically reflecting the expected sales profile
over the estimated economic lives of the related products,
generally up tofive years.

Leases

Assets held under leases which confer rights and obligations
similar 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 corresponding liability to
pay rentals is shown net of interest in the statement of financial
position as obligations under finance leases. The capitalised
value of the assets is depreciated on a straight line basis over
the shorter of the periods of the leases or the useful lives of the
assets concerned. The interest element of the lease payments is
allocated so as to produce a constant periodic rate of charge.

Operating lease rentals are charged to the income statementon
astraight line basis over the period of the leases. Rentalincome
from operating leases is recognised on a straight line basis over
the term of the relevant lease.

Cashand cash equivalents

Cash and cash equivalents comprise cash balances, call deposits
and other short term highly liquid investments and are held in the
statement of financial position at fair value.

Assets held for sale

Assets of businesses that are available forimmediate sale in their
current condition and for which a sales process is considered
highly probable to complete are classified as assets held for sale,
and are carried at the lower of carrying value and fair value less
coststosell. Non-current assets are not amortised or depreciated
following their classification as held for sale. Liabilities of
businesses held for sale are also separately classified onthe
statement of financial position.

Financialinstruments

Financialinstruments comprise investments (other than
investments in joint ventures or associates), trade receivables,
cash and cash equivalents, payables and accruals, provisions,
borrowings and derivative financial instruments.

Investments (other thaninvestments in joint ventures and
associates) are classified as either held for trading or available
for sale, as described above. [These investments are classified
as either Level 1 or 2in the IFRS7 fair value hierarchy.]

Trade receivables are carried in the statement of financial position
atinvoiced value less allowance for estimated irrecoverable
amounts. Irrecoverable amounts are estimated based on the
ageing of trade receivables, experience and circumstance.

Borrowings (other than fixed rate borrowings in designated
hedging relationships and for which the c