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2 OVERVIEW
REED ELSEVIER

2013 Financial highlights

* Underlying revenue up 2% [3% excluding biennial exhibition cycling]
Underlying adjusted operating profit up 5%
Adjusted EPS up 9% to 54.0p for Reed Elsevier PLC; up 5% to €0.99 for Reed Elsevier NV
Reported EPS up 9% to 48.8p for Reed Elsevier PLC; up 5% to €0.91 for Reed Elsevier NV

Full year dividend up 7% to 24.60p for Reed Elsevier PLC and up 8% to €0.506 for
Reed Elsevier NV

Return on invested capital up 0.4ptsto 12.1%

Net debt stable at £3.1bn; 2.1x EBITDA pensions and lease adjusted (1.6x unadjusted)

£m €m £m €m

Underlying Growth +2%/+3%*
R APY

Underlying Growth +5%
2,076 2,064

1,688 1,749

616 6,035

e R o SR

2012 2013 2012 2013 2012 2013 2012 2013

*Excluding biennial exhibition cycling.

49 54.0

4

2012 2013

2012 2013

094 099

2012 2013

Adjusted EPS Dividend Adjusted EPS Dividend
pence pence € €
Growth +9% Growth 7% Growth +5% Growth +8%

2012 2013

Adjustedand underlying figures are additional performance measures used by management. Adjusted figures are reconciled to the reported figures in note 10 to the combined financial
statementsand note 9 tothe respective parent company financial statements. 2012 comparative financialinformation has been restated following the adoption of IAS19 Employee
Benefits [revised], see theaccounting policies section inthe combined financial statements on page 106, 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. Constant currency growth rates are based on 2012 full year average and hedge
exchange rates. The underlying growthin revenue and in adjusted operating profit are the key performance indicators used by Reed Elsevier in assessing performance.
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Chairman’s statement

Anthony Habgood
Chairman

»

Reed Elsevier continu

%’%‘ e rmain

Growth of underlying revenues, which exclude the effects of currency
translation, acquisitions and disposals, was 2%, or 3% excluding
the cycling effect of biennial exhibitions, with all five business
areas contributing to underlying growth. Our reported revenues
declined by 1% to £6,035m expressedin sterlingand 5% to €7,121m
expressed ineuros, or down 3% at constant exchange rates,
reflecting disposals made across the businesses.

Underlying adjusted operating profits grew 5%, with the
improvementin profitability reflecting a combination of process
innovation and portfolio development across all business areas.
Adjusted operating profits grew 4% to £1,749m expressed in
sterling, down 1%to €2,064m expressedineuros.

Adjusted earnings per share grew 9% to 54.0p for Reed Elsevier
PLC, and 5% to €0.99 for Reed Elsevier NV. Reported earnings per
sharegrew 9%to 48.8p for Reed Elsevier PLC, and 5% to €0.91 for
Reed Elsevier NV.

Dividends

The Boards are recommending equalised final dividends of 17.95p
for Reed Elsevier PLC and €0.374 for Reed Elsevier NV, up
respectively 6% and 11% against the prior year. This brings the total
dividends for the year to 24.60p for Reed Elsevier PLC, up 7% and
€0.506 for Reed Elsevier NV, up 8%. The differing growth rates of
the interim and final dividends for the two parent companies reflect
movementsin the sterling-euro exchange rate between dividend
announcement dates.

Balance sheet

Netdebtwas £3.1bn/€3.7bn on 31 December 2013, compared with
£3.1bn/€3.8bn lastyear. Net debt/EBITDA ona pensions and lease
adjusted basis for 2013 was 2.1x, down from 2.2x last year, and on
anunadjusted basis, itwas 1.6x, down from 1.7x last year. Adjusted
operating cash flow conversionwas 97%, up from 95% in 2012, with
capital expenditure at 5% of revenues.

Share buybacks

Strong cash flow, together with proceeds from the disposal of
businesses, enabled usto step up our share buyback programme
while maintaining a strong balance sheet. In 2013 we deployed
atotal of £600m on share buybacks, and by the end of February
2014 we had deployed an additional £100m. In 2014, although we
expectdisposal proceeds to be lower, we intend to deploy a total of
£600m on share buybacks, based on our strong balance sheetand
cash flow.

The Boards

In September, Duncan Palmer, Chief Financial Officer, offered his
resignation from the Boards of Reed Elsevier. Thiswas a result of
family circumstances which unexpectedly required himto returnto
the US. Duncan has made animportant contribution to the
business and we wish him the best for the future. In January 2014,
we announced Nick Luff would take over from Duncan. Nick has
been Chief Financial Officer at Centrica plc, the UK energy group,
since 2007, and prior to thatwas at P&0, the FTSE 100 logistics and
shipping group. Nick’'s many years of experience as Chief Financial
Officerata FTSE 30 company and involvement in dual UK/US and
Netherlands-based listings, make him an excellent fit for Reed
Elsevier. He will join the company in 2014,

Following the introduction of new legislationin the Netherlands
and the approval of changes to the articles of association of Reed
Elsevier NV byits shareholders, the Directors adopted a unitary
board structure in May 2013. This further aligns the structure of the
two parent companies.

During the year, we also continued the process of progressively
refreshing the non-executive element of the Boards. At the Annual
General Meetings in April, a number of changes were made. Sir
David Reid and Mark Elliott retired as Non-Executive Directors
after 10years’ service. Lisa Hook, who joined the Boards in April
2006, became the Senior Independent Director. As previously
announced, Wolfhart Hauser joined the Boards in April. Iwould like
to thank David and Mark for their manyyears of advice and wisdom,
and welcome Wolfhartto Reed Elsevier.

Corporate responsibility

Ourfocus on corporate responsibility remains a source of strength
for Reed Elsevier. | fully support all our efforts to ensure the
highest levels of ethical management. We are making consistent
progress againstour corporate responsibility objectives, and with
our commitmenttoincrease the diversity of our Boards.

Anthony Habgood
Chairman
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Chief Executive Officer’s report

Strategic direction

Our strategy remains consistent: to become a global professional
information solutions provider, a company that delivers improved
outcomes for professional customers across industries. Our goal
is to help our customers make better decisions, get better results
and be more productive. We do this by leveraging a deep
understanding of our customers to create innovative solutions
which combine content and data with analytics and technology in
global platforms. These solutions often account forabout 1% of
our customers’ total cost base but can have a significantand
positive impact on the economics of the remaining 99%

We continue to build leading positions in long-term global growth
markets by leveraging our skills, assets and resources across
Reed Elsevier, both to build solutions for our customers and to
pursue cost efficiencies.

During the year we continued to make progress in this strategic
direction. We are systematically migrating all of our businesses
across Reed Elsevier, primarily through organic investment.

Erik Engstrom
Chief Executive Officer

in 2013 we continued to

We are supplermenting this arganic transformation with selective
acquisitions of targeted data and content sets, andassets inhigh-
growth markets and geographies, where we are the natural owner
and can accelerate our strategy with good returns. We continueto
divest assets that we are unable to migrate or where we do not see
significant future value creation for Reed Elsevier.

TS e

s

Mw/w G

By focusing on evolving the fundamentals of our business we
believe that, over time, we are improving the business profile of
Reed Elsevier and the quality of our earnings. This is leading 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 from print format
declines; and improved returns by focusing on crganic
development with strong cash generation.

-edictable revenues, 8

3% +3% #3%

2010 20M

2010 2011 2012 2013
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2013 progress

In2013 we remained focused onimproving the business profile of
our assets and the quality of our earnings. We did this primarily
through organicinvestment,

We maintained our positive operating and financial momentum
throughoutthe year. All five major business areas again delivered
underlying revenue and profit growth. We improved profitability
through processinnovation and portfolio development.

By the end of 2013, 81% of our revenues were in our targeted
formats of electronic and face-to-face, generating average
underlying revenue growth rates of 5% to 7%.

During the year, we continued the reshaping of our portfolio,
making a small number of data, content and exhibition
acquisitions in high-growth markets and geographies. We also
continued our disposal activity, exiting businesses thatare not
likelytotransform into the type of business thatwe want to be in,
orwhere we do not see significant future value creation for Reed
Elsevier. We also exited businesses where we have made a
decision not to invest further to pursue a global leadership
position. For example, we completed the disposal of our
employment screening business from within Risk Solutions and
exited additional print magazines within Business Information.

With a strong balance sheet, strong cash flow characteristics and
with average acquisition spend comfortably covered by free

cash flow after dividends we continued to take a pragmatic
approach to ensuring that the value compounding within the
business translates into shareholdervalue. As partof thiswe
increased our share buyback programme to £600m in 2013.

Financial performance

Underlying revenue growth was 2%, or 3% excluding the effects of
biennial exhibition cycling. Underlying operating profit grew 5%,
and adjusted earnings per share grew 7% at constant exchange
rates. Despite continued organic investmentin our business and
the completion of a number of small acquisitions, our return on
invested capital increased to 12.1%. Atthe end of 2013 our net
debt/EBITDA ratiowas 2.1 times on a pensions and lease adjusted
basis, or 1.6 times on an unadjusted basis, both slightly lower than
the prioryear, and we remainin a leverage range with which we
areverycomfortable.

Scientific, Technical & Medical achieved good volume growth in
primary research submissions and usage, and in databases &
tools, across scientific, technical & medical markets. Journal
quality, as measured by Impact Factor, continued to improve.
Electronic revenues, which nowaccount for 72% of total revenues,
grew strongly across atl segments.

Allbusiness segments in Risk Solutions achieved strong growth
in 2013. Growth inthe insurance segmentwas driven by good take
up of new products and services, expansion into adjacent market
verticals, and volume growth in the core underwriting business.
Business Services growth reflected strong demand for identity
verification and fraud detection solutions. Growth in government
revenues reflected new product sales.

In Business Information underlying revenue growth accelerated
in 2013 reflecting continued good growth in data services and
modest growth elsewhere.

inLegalunderlying revenue growth was maintained in 2013
despite subdued market conditions in the US and Europe.
Electronic revenues continued to show good growth, largely offset
by printdeclines. The roll out of new product releases continued,
with over 70% of US legal customers activated on the New Lexis
platformat period end, and new product usage progressing well.

Exhibitions maintained strong underlying revenue growth of 7%
excluding the effect of biennial show cycling. While growth in
Europe was modest, the US, Japan, Brazil and other markets alt
grew strongly.

<6%
2010 2011 2017 2013

10:6%

11.2% 1% 12.1%

e ;

2010 2011 2012 2013

* 2012 ROIC restated for IAS19.
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Corporate responsibility

We prioritise corporate responsibility in order to maximise the
beneficialimpact we have on society. In 2013, for example,
LexisNexis Legal & Professional drafted Global Rule of Law
Business Principles, outlining the responsibilities companies
have to promote justice. These were taunched atan eventwith UN
Secretary-General Ban Ki-moon. We also made progress in the year
on our corporate responsibility objectives, including responding
to global Employee Opinion Survey results across our business
segments and launching a new product accessibility policy.

Outlook

Early trends across our business in 2014 rernain broadly
consistent with fullyear 2013, with some smallvariations by
market and by geography. We are confident that, by continuing to
execute on our strategy, we will deliver another year of underlying
revenue, profitand earnings growth in 2014,

In 2014 we again intend to deploy a total of £600m on share
buybacks, reflecting our strong balance sheet and cash flow.

Erik Engstrom
Chief Executive Officer

W Electronie
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£ € Change at
2013 2012** 2013 2012%* constant Change
Fortheyearended 31 December £€m £m Change €m €m Change  currencies  underlying
Revenue 6,035 6,116 -1% 7,121 7,523 -5% =3%  +2%/+3%*
Operating profit 1,376 1,333 +3% 1,624 1,639 -1% +1%
Profitbefore tax 1,196 1,151 +4% 1,412 1.416 0% +2%
Net profit 1,110 1,044 +6% 1,310 1,284 +2% +3%
Netmargin 18.6% 17.1% 18.4% 17.1% o
Netborrowings 3,072 3,127 3,684 3,846 %‘
&
-
€ € Change at g(
2013 2012** 2013 2012%* constant Change g
Fortheyearended 31 December £m £m Change €m €m Change  currencies  underlying
Operating profit 1,749 1,688 +4% 2,064 2,076 -1% +1% +5%
Operating margin 29.0% 27.6% 29.0% 27.6%
Profit before tax 1,572 1,472 +7% 1,855 1,811 +2% +4%
Net profit 1,197 112 +7% 1,613 1,379 +2% +4%
Net margin 19.8% 18.3% 19.8% 18.3%
Operating cash flow 1,703 1,603 +6% 2,010 1,972 +2% +4%
Operating cash flow conversion 97% 95% 97% 95%
Return oninvested capital 12.1% 11.7% 12.1% 11.7%
=
Reed Elsevier PLC Reed Elsevier NV Change at é
constant g
2013 2012 Change 2013 2012 Change  currencies
Adjusted earnings per share 54.0p 49.4p +9% €0.99 €0.94 +5% +7%
Reported earnings per share 48.8p 44.8p +9% €0.91 €0.87 +5%
Ordinary dividend pershare 24.6p 23.0p +7% €0.506 €£0.467 +8%

* Excluding bienniat exhibition cycling.
9 g

** 2012 comparative financiat information has been restated following the introduction of IAS19 Employee Benefits [revised].
The Reed Eisevier combined businesses encompass the businesses of Reed Elsevier Group plc and Elsevier Reed Finance BY, together with theirtwo parent companies,

Reed Elsevier PL.C and Reed Elsevier NV (the "Reed Eisevier combined businesses”). The results of Reed Elsevier PLC reflectits shareholders 52.9% economic interestinthe
Reed Elsevier combined businesses. The results of Reed Elsevier NV reflect its shareholders  50% economic interest in the Reed Elsevier combined businesses. Therespective
economicinterests of the Reed Elsevier PLC and Reed Elsevier NV shareholders take account of Reed Etsevier PLC's5.8% indirect interest in Reed Elsevier NV
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SEGMENT POSITION

InSrientific. Techpical & Medical markets, we provide informationand Global #1
tools tohelp custormersimprove scientificand healthcare outcomes.

ln Risk Solutions & Business Infarmation, we provide data, analyticsand - Keyverticals #1
insight that enable customers toevaldate and manage risks,and develop
marketintelligence, supporting more confident decisions, improved

economicoutcomes, andenhanced operational efficiency. /

@' LexigN@xigf f Risk olutions E
Q Régd Business Information
InLegal markets, we are aworld leading provider of legal, regulatoryand. US#2

news & business information and analysistolegal, corporate; OutsideUS#10r2  { LexisNexis’ LegaliProtissionss
gover nmeﬂ% and academ ccdstomers.

’cmd eadxng events bumess With atmost Global #1

b Q Reed Exhsbitmn&

2013 2012 éhanée atconstant Cﬁange
£m £m Change currencies underlying
Ravenue
Scientific, Technical & Medical 2,126 2,063 +3% +1% +2%
Risk Solutions 933 926 +1% 1% +8%
Business Information 547 663 ~17% ~19% +4%
Legal 1,567 1,610 ~3% ~4% 1%
Exhibitions 862 854 +1 % +2% +2%/+T7%*
6,035 6,116 1% ~3% +2%/+3%*
Adjusted operating profit
Scientific, Technical & Medical B26 780 +6% +2% +3%
Risk Solutions &4 392 +6% +4% +8%
Business Information 107 119 -10% -11% +14%
Legal 238 234 +2% +1% +5%
Exhibitions 213 210 +1% +46% +4%
Unallocated items {49) {47)

1688 » Vo S T +5%

*Excluding biennial exhibiition eycling.

Adjustad and underlying figures are additional per formance measures used by management. Adjusted figures are reconciled tothe reported figuresinnote 10to the combined financial
statements and note 9 to the respective parent companyfinancial statements. 2012 comparative financialinformation has been restated following the adoption of IAS19 Employee
Benefl mf; mbined financial statements on page 106. Underlying growthrates are calculated at constantc urrencies, and exclude the
athithey nd prior and assets held for sale. Constant currency growth rates are based on 2012 fullyear average and hedge
thin revenue and in adjusted operating profitare the key performance indicators used by Reed Elsevier inassessing performance.

£6:035m : 5 478 9re

Seientific; : g S Scientific,
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f! A BUSINESS REVIEW
SCIENTIFIC, TECHNICAL & MEDICAL

Scientific, Technical & Medical

s
.

Elsevier isthe world's leading provider of scientific, technicat &
medical information serving scientists, health professionals, and
students worldwide, {ts objective is to helpits customers advance
science and improve healthcare by providing world-class content
and innovative information solutions that enable them to make
eritical decisions, enhance productivity, and improve outcomes.

Revenues for the year ended 31 December 2013 were £2,126m.
Elsevierisaglobal businesswith principal operations in

Amsterdam, Beijing, Boston, Chennai, Dethi, London, Madrid,
Murich, New York, Oxford, Paris, Philadelphia, Rio de Janeiro,

St Louis, San Diego, Singapore and Tokyo. lthas 6,700 employees.

Approximately 38% of revenue by destinationin 2013 was derived
from North America, 30% from Europe and the remaining 32%
fromthe rest of theworld.

Elsevier serves the needs of the science, technology & medical
markets by publishing primary research, reference, and
education content, as well as by providing a range of database and
workflow solutions. Elsevier's customers are scientists,
academic institutions “educators”, research leaders and
administrators, medical researchers, doctors, nurses, allied
health professionals and students, as well as hospitals, research
institutions, health insurers, managed healthcare organisations,
research-intensive corporations, and governments. Allof these

SciVal

Provides research performance tools
foracademnic institutionsand funding

intelligence

CLINICAL

MENDELEY -

customers rety on Elsevier to provide high-quality content and
critical information for making scientific and medical decisions;
to review, publish, disserminate and preserve research findings;
to create innovative tools to help focus research strategies,
increase research effectiveness, improve medical outcomes, and
enhance the efficiency of healthcare and healthcare education.

inthe primary research market during 2013, over 1m research
papers were submitted to Elsevier. Over 0,000 editors managed
the peerreview and selection of these papers, resulting inthe
publication of more than 350,000 articles in over 2,000 journals,
many of which are the foremost publications in theirfieldand a
primary point of reference for new research. This contentwas
accessed by around 11m people, with more than 700m full text
article downloads last year. Content is provided free or atvery low
costin most of the world's poorest countries. Elsevier's journals
are primarily published and detivered through the ScienceDirect
platform, the world's largest database of scientific and medical
research, hosting over 12m pieces of content, and 26,000 fulltext
e-books. Flagship journals include Celland The Lancet families
of titles.

In 2013 Elsevier acquired Mendeley, an innovative research
management and social cotlaboration platform. Researchers
use Mendeley's desktop and cloud-based tools to manage
and annotate documents, create citations and bibliographies,
collaborate on research projects and network with

fellow academics.

Eisevierisalsoagloballeaderinthe scientific, technical &
medical reference market, providing authoritative and current
professional reference content. While reference has traditionally
been a printindustry, Elsevier has been a leaderin driving the
shift from print to electronic. Flagship titles include works such
as Gray's Anatomy, Nelson's Pediatrics and Netter’s Atlas of

Human Anatomy.

“ Premierlife sciences journatwiththe
highestimpactfactor in biochemistry
andmolecularbiology

'WREA!

Combites leadingreferenceand
evidence-based medical contentintoits
tullyintegrated clinical insightengine

THE LANCET

On ufmt’héaWc;'rtd\‘sLéz,a,ading'r,md’(éatjout‘rxzéts
since 1823 :

Aninnovative research managementand
socialcollaboration platform

# o :
ScienceDirect
Theworld's largest database of scientific
and medical researcharticles

Leadinéweb»based chemicatreaction
workilow solution for industrial chemists

EHRBusadn

Aleading comprehensive care planning and:
clinical documentation system
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Elsevier taunched ClinjcatKey in 2012, providing physicians with
access to leading Elsevier and third-party reference and
evidence-based medical contentin asingle, fully integrated site.
Since launch ClinicalKey has grown rapidly, and currently serves
over 1,000 institutions.

In medical education, Elsevier serves students of medicine,
nursing and allied health professions through print and electronic
books, aswell as electronic solutions. Fer example, Evolve, an
ontine suite of solutions designed to help students of nursing and
allied health professions, had over 4m registered usersin 2013.

Elsevier's database and workflow products provide arange
oftools and solutions for professionals in the science,
technicaland medical fields. Customersinclude academic
and corporate researchers, research administrators and
healthcare professionals.

Foracademicand corporate researchers, significant products
include Scopus, Reaxys, and Knovel. Scopus is the largest abstract
and citation database of research literature in the world, with over
50mabstractand bibliographicinformation records from more
than 20,000 peer-reviewed journals and 5,000 international
publishers. Reaxys is a leading solution for synthetic chemists,
integrating chemicalreaction and compound data searching with
synthesis planning.

Knovelprovides a range of web-based productivity tools for
the engineering community, integrating technical information
with analytics and search to deliver trusted answers and
drive innovation.

Elsevier serves academic and governmentresearch
administrators through its SciVal suite of groducts 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 mostrelevantintheir research areas.

Forhealthcare 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 criticalinformation on druginteractions to assist effective
treatmentand CPM Resource Center, which provides a data-driven
framework to supportnursesinundertaking procedures.
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Scientific, technical & medical information markets have good
long-term growth characteristics. The importance of research and
development to economic performance and competitive positioning
is well understood by governments, academic institutions and
corporations. Thisis reflected in the long-term growth in research
and development spend and inthe numberof researchers
worldwide. Growthin health markets is driven by ageing populations
indeveloped markets, rising prosperity in developing markets
and the increasing focus onimproving medical outcomes and
efficiency. Given thata significant proportion of scientific research
and healthcare is funded directly or indirectly by governments,
spending is influenced by governmental budgetary considerations.
The commitmenttoresearch and health provision does, however,
remain high, even in more difficult budgetary environments.

Elsevier’s strategic goalis to lead the way in providing information
solutions that advance science, technology and health. To achieve
this, Elsevier creates solutions that reflect deep insight into the
way its users work and the outcomes they are seeking to achieve;
strives for excellence in content, service and execution; constantly
adapts and revitalises its products, business models and
technology; and leverages its institutional skills, assets and
resourcesto promote innovation and efficiency.

Elsevier's strategic priorities are to continue to increase content
volume and quality; to expand content coverage, building out
integrated solutions combining Elsevier, third-partyand customer
data; to increase content utility, using "Smart Content” to enable
new e-solutions; to combine content with analytics and
technology, focused on measurably improving productivity and
outcomes for customers; and to continue to drive operational
efficiency and effectiveness.

Inthe primary research market, Elsevier aims to grow volume
through new journallaunches, expansion of author-pays journals
and growth from emerging markets; to enhance quality by building
onourpremium brands; and to add value to core platforms by
implernenting new capabilities such as advanced
recommendations on ScienceDirect and social collaboration
through Mendeley.

Inclinical reference markets, priorities are to expand content
coverage, including licensing high-quality third-party content for
ClinicalKey, as well as ensuring consistent tagging to link content
assets across products.

£2,126m

Priat
2%

Face-to-face

1%
Electrohic
2%

£2,126m

Rest of World
32%

Narth America
38%

Europe 30%

FABIAIBAG

@
£
2
=
o
n
o
o
S
@
2 W

MBIAS I RIDUBUI

ITURULISAOG

UCIIBULI0JUNIBYI0 DUR STUSUIBIRIS |RIDURLI Y



1 é BUSINESS REVIEW
SCIENTIFIC, TECHNICAL & MEDICAL

#

Scienceand medical research is principatly disseminated on a
paid subscription basis tothe research facilities of academic
institutions, government and corporations, and, in the case of
medical and healthcare journals, also to individual practitioners
and medical society members. Fora number of journals,
advertising and promotional income represents a smatl
proportion of revenues predominantly from pharmaceutical
cornpanies in healthcare titles.

Dver the past 15years alternative payment models for the
dissemination of research such as "author-pays openaccess’” of
“authors-funder-pays” have emerged. While it is expected that
paid subscription will remain the primary distribution model,
Eisevier has longinvested in alternate business modelsto
address the needs of customners and researchers. Over 1,600 of
Elsevier's journals now offer the option of funding research
publishingand distribution via a sponsored article fee. In addition,
Elsevier now publishes more than 50 open access journals.

Electronic products, such as ScienceDirect, Scopus and ClinicalKey,
are generally sold direct to custorners through a dedicated sales
force that has offices around the world. Subscription agents
facilitate the sales and administrative process for print journals.
Rooks are sold through traditional and online book stores,
wholesaters and, particularly in medical and healthcare markets,
directlytoend users.

Competition within science and medical publishing is generallyon
atitle-by-title and product-by-product basis. Competing journats,
books and databases are typically published by learned societies
and other professional publishers, Workflow tools face similar
competition as wetl as from software companies and internal
sotutions developed by customers.

o im e 1.1

2011 2012 2013

Improvement frguatityof Elsevier journal content relativeto other

“publishiers, Relativedmpact factors paéed ghjournal-tevelimpactfactors
iireledsed by Thornson Reutersinthe givenyear: [industryaverage= 1

: s
2012 2013

Continuedincreasein number of article submissions submittedto
Elsevierjournals;
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2013 2012 Change atconstant Change

£m £ Change currencies underlying

Revenue 2,126 2,063 +3% +1% +2%
Adjusted operating profit 826 780 +6% +2% +3%

o
Portfolio development continued in 2013. Disposals included §
Elsevier Business Intelligence and a number of small print and §
Strong volume growth in primary research submissionsand pharmafocused assets. We supported our organic growth =
usage, and indatabases & tools, across the scientific, technical strategy with smalltargeted acquisitions, including Mendeley, g

and medical segments. Electronic revenues, whichnowaccount  anonline reference management and collaboration solution.
for 72% of the total, grew strongly across all segments. Print

book sales and pharma promotion continued to decline. 2014 Outlook

The customer environment remains broadly unchanged on
lastyear, with variations by geography and customer segment.
We expect continued volume growth and strong demand for

Underlying revenues grew 2% and underlying adjusted operating
profits grew 3%.

Inprimaryresearch, growthin article submissions and usage electronic products and solutions, and continued declines in print

remained strong across the scientific, technical and medical book and pharma promotion revenues. Overall we expectanother

segments, and journal quality, as measured by Impact Factor, year of modest underlying revenue growth in 2014.

continued to improve. Revenue growth was driven by solid =

a“ . W

subscription renewals and new sales. "Author-pays” or 3

“author’s-funder-pays” article volumes continued to grow =

strongly from a smallbase. Good growth in scientific databases %

& tools and electronic clinical solutions was also supported by B

strong new sales.

Print book sales and pharma promotion continued to decline

reflecting a combination of format migration and structurat

changes in the pharmaceuticalindustry.
[}
(=}
3
g
pod
Inl
o

£ Eaa g 768 780 o7
2,026 2,058 2,063 2,126 724 !

2010 2011 2012 2013 2010 201 2012 2013

UONBLIOJUL JBYI0 PUE S1UBIBIRIS 1RIDUBLI




e

IMSCIENTISTS |
ORETHAN

W TP X R
VA N e s
R e i
LG :

el

! e
A
U

-

» ‘»A”\% i
: z»%w

T
&
Wi

0
i

i /1/, i

e
.
/"( o




Asoneof the largest research-intensive ~ AboutSscienceDirect
universitiesinthe UK, the Universityof Leedsis ~ ScienceDirectisoneof theworld's
home to 7,600 staff and 30,000 students from g  largestdatabases of peer-reviewed
over 130 countnés. The university engagesin oo Hull-text scientific; techinicaland
world-class research across an exceptionally © " medicalcontent. Over 1imresearchers,
diverserange ofidlsmplmes andisrankedinthe - healthcare professionals, teachers,
UK'stop10for risearch power'. The university students and information professionals
 has particular strengthsininterdisciplinary around the globe rely onScienceDirect
_ researchinareassuch as energy, water and asatrusted source of over 2,000
climate change, uman health and wellbeing. journalsand 26,000 book titles,
ScienceDirect supportsresearchand
education withinteractive elements in
articles such asaudio, video, graphs,
tablesandimages, and offers tools so
userscaneasily setalerts. Withover
12mcontent pieces available,
ScienceDirectis a premier platformfor
discovering the world of research.

The Universityofil_eeds Libraryincludesthree
campus facilitie g' which together house around
3mvolumesas well as countless individual
manuscriptand archivalitems. The Library
provides access to over 35,000 electronic journal
titles as wellasahincreasing number of
electronic databases and monographs.

InAugust 2000, the University of Leedsfirst
subscribed to Elsevier's ScienceDirect database.
Initially the umve;’stty took printcopiesof journals
a{ongtsidetheelexztromcmformatlon but
switched to electronic onlyin 2002,

Research Assessment Exercise

INFORMATION IN THE FORM OF |
PEER-REVIEWED ARTICLES |
'FORMS A ‘HIGH-OCTANE FUEL FOR
 RESEARCH.SCIENCEDIRECT'S
~ VAST ARRAY OF QUALITY
JOURNALS, MANY OF WHICH ARE
ENTRAL TO THEIR DISCIPLINES,
 FORMSANESSENTIALPARTOF
 THERESEARCH INFRASTRUCTURE
- HERE AT LEEDS. ITIS HIGHLY
- VALUED BY OURACADEMIC
’,CQMMUN!TY ;

Dr Stella Butler

Umversaty L:braman
and Keeper ofthe
Brotherton Collection

UNIVERSITY OF LEEDS
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Risk Solutions & Business Information

In Risk Solutions & Business
Information, we provide data,

2

analytics and insi z:g ht that enable

e

ytuate and

iy

enhanced operational efficiency.

Risk Solutions

LexisNexis Risk Solutions is a leading provider of solutions that
combine proprietary, public and third-party information, with
advancedtechnology and analytics, and are powered by High
Performance Computing Cluster [HPCC) Systems. These solutions
assist custorners in evaluating, predicting and managing risk and
improving operational effectiveness, predominantly in the US.

Revenuesfor the yearended 31 December 2013 were £933m.
LexisNexis Risk Sclutions, headquartered in Alpharetta, Georgia,
has principaloperations in Georgia, Florida, and Ohio, and has
3,300 employees.

LexisNexis Risk Solutions is organised around market-facing
industry/sector groups: insurance, business services {including
thefinancial services, receivables management and corporate
groups); government, and healthcare. The largest of theseis
insurance. These groupsare supported by a shared infrastructure
for technology operations, data management, and other support
functionsg including compliance and marketing. Anumber of

éxi?xNéXis’? Risk Salutjans ]

CLUE?

LexisNexis® Data Prefill
Tooltoautomate insurance 3pplicétion
processprovidingcritical information:
insurers need to guote and underwrite a policy

Accurint® for Collections

transactional supportactivities, including some financial
processes, are provided froma shared services organisation
rmanaged by the LexisNexis Legal & Professional business.

The Legal & Professional business also distributes Risk Solutions
productsinto legal marketsin the US and internationally.

insurance Solutions provides a comprehensive combination of
data and analytics to property and casualty, personaland
commerciallines insurance carriers and life insurance carriersin
the US to improve critical aspects of their business, from customer
acquisition and underwriting to claims handling. Information
solutions, including the most comprehensive US personal loss
history database, C.L.U.ES helpinsurers assess risks and provide
importantinputs to pricing and underwriting insurance policies.
Additional key products include LexisNexis® Data Prefill, which
provides critical information on customers, potential customers
and their auto, property and life policy information directly into the
insurance workflow, and LexisNexis® Current Carrier, which identifies
current or previous insurance as wellas any lapses in coverage.

Business Services provides financial institutions with risk
management, identity management, fraud detection, credit risk
management, and compliance solutions. These include "know
your customer” and anti-money taundering (AML] products. The
business also provides risk and identity management solutions for
corporate customers in retail, telecommunications and utilities
sectors. Receivables management solutions help debtrecovery
professionals in the segmentation, management and collection of
consumer and business debt.

Government Solutions provides data and analytics to US federal,
state and local law enforcement and government agencies to help
solve criminal and intelligence cases and to identify fraud, waste
and abuse ingovernment programmes.

Health Care Solutions provides identity, fraud, and clinical
analytics solutions across key stages of the healthcare workflow
to enable intelligent decision making for payers and providers.

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

LexisNexis® Current Carrier

“Database thatidentifies the existence of

: ctir’rentorpreviousins:;urance,andwhether
ornotthe applicanthashada possible lapse
incoverage

: /LexisNéxis@’
g ,ldéhtity'Ma'nagement

Most comprehensive US personalinsurance

claims database

LexisNexis® Anti-Money
Laundering Solutions

’ Coma;‘?andmformah@nfor antizmoney
: ;\',Laimdmmgwmpitance ng,km;tlgm:on
i andenhamedduwds geme i

The leading online US solution 1o help locate
dehtors quicklyand accurately

LexisNexis® RiskView
Comprehensive suite of credit risk

managementtools tohelpassess consumer
creditworthiness and risk potential

Range of solutions tohelp clients verify that

anidentity exists and authenticateindividuals

. LexisNexis® Revenue

Recovery and Discovery

‘Suite of tools to enable governments o

lex)erage publicrecordsandanalyticsto
identifyinstances of fraud and to more
efficiently.collect on outstanding debts
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Risk Solutions continues to focus on developing a pipeline of new
solutions to drive growth in existing business segments and
selected adjacent markets and geographies. In 2013, this strategy
was reinforced with a number of focused acquisitions.

Inthe Insurance business, Risk Solutions acquired Mapflow, an
industry-leading geographic risk assessmenttechnology
company based in Dublin, Ireland. Mapflow's technology
combined with Risk Sotutions’ comprehensive data, advanced
analytics, supercomputing platform (HPCC Systems}and linking
capabilities help commercial and home insurers better
understand property-level geographic peril risk to make more
informed underwriting decisions.

In Business Services, Risk Solutions acquired the remaining stake
inWorldCompliance, a leading provider of customer and vendor
screening content, to complement existing AML and compliance
solutions. Risk Solutions also acquired RSA Security's consumer
Knowledge Based Authentication technology to drive further
innovation and strengthen its leadership position in identity
management. in Health Care, the acquisition of Enclarity
supplements the existing identity and fraud, waste, and abuse
solutions with the most comprehensive provider information
available. The transition of MEDai from Elsevier to Risk Solutions’
Health Care business was announced, enabling the combination of
MEDai’s clinical expertise with Risk Solutions’ analytics, data, and
HPCC technology to create leading clinical analytics solutions.

Theidentity managementand risk evaluation solutions provided
by Risk Solutions utilise comprehensive database platforms of
publicrecords and proprietary information with more than

2 petabytes of unique data, which makes itthe largest database of
its kind in the US market today. LexisNexis Accurint is a flagship
product, powered by the HPCC technology. This market-leading
technology enables Risk Sotutions to provide its customers with
highly relevant search results swiftly and to create new, low-cost
solutions quickly and efficiently. ltis also increasingly used across
other Reed Elsevier markets such as Legaland Scientific,
Technical & Medical.

In February 2013, Risk Solutions completed the sale of its
Screening business. This allows it toincrease 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 unique
customervalue, sustained growth, and superior margins.

REVENUE BY FORMAT
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Market opportunities

Risk Solutions operates in markets with strong long-term
underlying growth drivers including: insurance underwriting
transactions; insurance, healthcare, tax and entitlement fraud;
creditdefaults and financial fraud; regulatory compliance and due
diligence requirements surrounding customer enrolment; and
security and privacy considerations.

Inthe insurance segment, growth is 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 growth in insurance quoting
and policy switching, 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.

Anumber of factors support growth for risk sotutions 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, whichis
impacted 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
markets is driven by the increasing use of data and analytics to
combat criminal activity, fraud and tax evasion, and to address
securityissues. The level and timing of demand in this marketis
influenced by government funding and revenue considerations. In
Health Care, there are numerous growth drivers for fraud and
analytics solutions including the expansion of insurance coverage
under the Affordable Care Act and the focus on cost containment
and better patient outcomes.

REVEMUEBY SEGMENT

£933m ;
Print 4%

Electronic

96%:

£933m Other

Governiment
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Solutions
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Srrategic priorities

Risk Solutions’ strategic goalis tomake businesses and
governmentmore effective, through a better understanding of the
risksassociated withindividuals, otherbusinesses and
transactions and by providing the highest quality tools to help
rmanage those risks efficiently and cost effectively. To achieve this,
Risk Solutions is focused on: delivering innovative new products
across customer workflows; expanding the range of risk
management solutions across adjacent markets; addressing
international opportunities in selected markets to meetlocal risk
management needs; and continuing to strengthen its content,
technology, and analytical capabilities.

Risk Splutions’ productsare pr
pricing mostly on a transactional basis for insurance carriers
and corporations, and primarily ona subscription basis for
government entities.

Risk Solutions and Verisk, a competitor, each sell data and
analytics solutions to insurance carriers but largely address
different activities. Risk Solutions’ principal competitors in
cornmercial and government segments include Thomson Reuters
and major credit bureaus, which in many cases address different
activities in these segments as well.

2042 2013

Growthinautormated solutionsthat deliverinformation for quoting and
andarwriting atthe pointofinitisl contactwith the consurmer.

GROWTHINANTEMONEY LAUNDERING ST

2012 2013

Growth inanti-moneylaundering screenings driven by strongregulatory
enforcement,
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.20;13 ZOVE'Z Changeatcos‘{stam V (hanqe

£m £m Change currencies underlying

Revenue 933 926 +1% 1% +8%
Adjusted operating profit 414 392 +6% +4% +8%

Allbusiness segments achieved strong growth in 2013. The
improvement in adjusted operating margin largely reflects the
impact of portfolio changes, as underlying costgrowthwasin
line with underlying revenue growth, reflecting continued new
product development.

Underlying revenues grew 8% and underlying adjusted operating
profits grew 8%.

Revenue growth in the insurance segmentwas driven by good take
up of new products and services across the insurance workflow,
expansion into adjacent market verticals, and volume growth in
the core underwriting business. The expansion into international
markets is progressing well, although the absolute revenue
contribution remains small relative to Risk Solutions overall.

Business Services growth reflected strong demand for identity
authentication and fraud detection solutions across markets. The
US mortgage refinancing market did stow down in the second hatf
as expected, butthe impact of thiswas largely offset by continued
good growth elsewhere.

£m

J

2010 2011

New product sales drove strong growth in government revenues
for the year, somewhat tempered by a slowdown in federal
marketsinthe fourth quarter.

The 2013 results reflect the impact of portfolio changes, including
the disposal of the pre-employment screening business in the first
half, and some small acquisitions, including Mapflow and
Enclarity. Taken together, portfolio changes had the effect of
reducing reported revenues butincreasing the adjusted operating
profit margin, with underlying cost growth broadly matching
revenue growth.

2014 Outlook

The outlook for the federal government segment and mortgage
refinancing marketis uncertain, but the fundamental growth
drivers of the Risk Solutions business remain strong. We will
continue to invest in new products that leverage our leading
contentand analytics expertise, and to extend our services in new
verticals and geographies. Overallwe expect good underlying
revenue growth across market segments.

ADSUSTED UPERATING PROFIT

£m

20

*Comparative profit figures for 2010 are presented ona pro forma basis.
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Identify theft and fraud has grown into areal threatto
governments and individuals alike. In Florida, which
ranksfirstinthe US for identity theft LexisNexisis
working alongside the Department of Children and
Families [DCF] to tackle the problem.

InMay 2013, the state of Florida launched the
Customer Authentication Program in partnership with
DCF. LexisNexis technology is integrated into Florida’s
ACCESS* programwhich helps confirm that benefit
applicants are who they say they are. With about 90%
of Florida's benefits recipients applying for assistance
online, the program plays a critical role in detecting
andinvestigating fraud. Inits earliest stages alone,
the program detected three times the levels of

fraud expected.

Following the success of the pilot, the partnership
between LexisNexis and DCF is being rolled out

across the state and is expected tosave taxpayers
m:umns ofdoua S.

¥, Automaied C: mmun}t g omfﬁunlgzauon Economic Selt Sufficiency

BYVERIFYING THEIDENTITYOFT é HE CUSTOMER

BEFORE PROCESSING THEIR APPLICATION, WE KNOW
WHETHER THE PERSON SEEKING BENEFITS IS TRULY
THE INDIVIDUAL APPLYING FORTHEM. WE EXPECT
THIS NEW APPROACH TO FIGHTING FRAUD WILL
SAVE TAXPAYER DOLLARS, EXPEDITE APPLICATION
PROCESSING AND MAKE CERTAIN THAT ONLY

THOSE WHO NEED BENEFITS RECEIVE THEM.

Suzanne Vitale

ormer Deputy Secretary
rtheEloridaD
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Business information

Reed Business information [(RBI) grovidesinformationand online
dataservicesto busifiess professiomals worldwide: RBl provides
its customers with high-vatue industry critical data services,
information and tools as well as producing conferences, websites
and business magazines. It has many strong global brands with

market-leading positions across a wide range of industry sectors.

Revenues for the year ended 31 December 2013 were £547m.
REtisaglobal businesswith principal operationsin LLondon,
Amsterdam, Chicago, Atlanta and Shanghal. RBI has 3,900
smployeesworldwide. Approximately 28% of revenue in2013
cama fram NorthAmerica, 20% from the United Kingdorn, 39%
from Cantinental Europe and 13% from the rest of the world.

RBI's customers use its data and online services to help make key
strategicdecisions, toimprove productivity and performance,
toidentity new business opportunities and toreduce risk. RBl's
magazines and websites deliver high-value news, information
and apinionto business professionals across many industry
sectors while also providing an effective marketing channel

for customers.

Reed Business Information

RBI's market-leading data services include: /CIS, an information
and data service in chemicals, fertilisers and energy; Accuity,
aprovider of services and solutions to the banking and corporate
sectors focused on payment efficiency, Know Your Customer
[KYC), anti-money laundering (AML] and compliance. XpertHR,
anonline service providing regulatory guidance, best practices
and tools for HR professionals; and Reed Construction Data, a
provider of online construction data and informationtothe
constructionindustry.

RBI's other leading brands include Flightglobal, New Scientist,
Farmers Weekly, Estates Gazette, Elsevier and Boerderi].

1n 2013, RBI continued to reshape its portfolio, exiting areas not
core toits paid content strategy. As partof this strategy RBihas
continued to exit its Marketing Solutions businesses. Approved
Indexwas sold in 2013, BuverZone has been sold since year end
and the sale process of emedia is ongoing. Inaddition RBI
completed its exit of its publishing businesses in Australia,
France, Spain and ltaly. /C/S made a small acquisition in the carbon
trading information space, Tschach Solutions.

Data; newsandadvisory servicesfor Paymentrouting data, AML services
professionals warkingin the global and corpliancetoolsforthebanking

aviationindustry

"ICIS i e,

and corporate sectors worldwide

e

Global providerofriews, price benchmarks; Online services with reference data, News. dataand researchservicesforthe
data anatyticsand reséarchtotheenergy, compliance information and good practice ~UKcommerciat propertyindustry
chemicaland fertiliserindustries guides for HR professionals. .

ELSEVIER

VERRASSEND NUCHTER

inslghtiorthe Leading newsand opinion magazine : ‘News, insight and software solutions for

| rjbﬂgh'ctmdata; inthe Netherlands
P;’e@i,nﬁazltigence,,and

_ farmersandagriculturalbusinesses
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Market opportunities
The growing need for high-quality industry data and information

and insight is driving demand for online subscription data services

and providing new opportunities,

RBI's strategic goalis to help business professionals achieve
better outcomes with information and decision supportinits
individual markets. Its areas of strategic focus are: further
growing the data services businesses; restructuring the
advertising-driven portfolio and focusing other products on
paid content; and driving further organisational effectiveness.

eglc priori

Business modsl, distribution channels and competition
Across the RBI portfolio, user and subscription revenues
now account for 78% of the total business with the remaining
22% derived from printand online advertising and lead
generation. RBl electronic revenue streams now account
for 60% of total revenue.

REVENUEBYFORMAT
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Data services are typically sold directly on a subscription or
transactional basis. Business magazines are mainly distributed
ona paid basis. Advertising revenues are sold directly or
throughagents.

RBI's products compete with a number of information providers
on aservice and title-by-title basis inctuding: IHS, McGraw Hill
and Wolters Kluwer as well as many niche and privately owned
competitors. RBI competes for online advertising with other
business-to-business websites, search engines and social media.

USER AND SUBSCRIPTIONREVENUE

Print
33%

Electronic
60%

Face-to-face
1%

78%

I, 3

2011

REVERUEBYS

TEMENT

REVENUERY GEOGRAPHICAL MARKEY

£547m
Other Business
Magazines & Services

Major Data
Sefvices

Leading Brands

Marketing
Solutions

Eaim Rest of World
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2013 2012 Change at constant Change

£ £m Change currencies undertying

Revenue 547 663 =17% -19% +4%
Adjusted operating profit 107 119 ~-10% -11% +14%
SrICE In 2013 we continued to exit from businesses that no longer fitour

Undertying revenue growthaccelerated in 2013 reflecting
continued good growth in data services and modest growth
elsewhere. Focus onprocess innovation drove a further
improvement in adjusted operating profit margin,

Underlying revenues grew 4%, and underlying adjusted operating
profits grew 14%.

Major Data Services, which now accounts for over 50% of
continuing portfolio revenue, achieved strong growth in 2013
driven by Accuity, ICIS and XpertHR.

Leading Brands and Other Business Magazines & Services
achieved modest growth, despite weak print advertising
markets, with solid results from data solutions and the
agricultural segments.

Theimprovementinadjusted operating profitmargininthe year
was entirely the result of the continued erganic transformation
ofthe business.

strategy, with disposals during the period including RBl Australia,
ltaly, and France. Since the beginning of 2014 we have also divested
BuyerZone inthe Marketing Services segment.

Since bringing the management structure of Business Information
and Risk Solutions more closely together at the end of 2012 we have
made good initial progress on leveraging Risk Solutions’ strength in
data, analytics and technology across Business Information’s
broader geographic footprint.

2014 Outlook

We expect continued good underlying growth in Major Data
Services and stable Leading Brands and Other Business
Magazines & Services.

ARJUSTEDOPERATIMG PRORIY

£m

2011 2012 2013




LANXESS, the leading speciality chemicals
company, needs up-to-date, trusted data and
high-value news and analysis on which to make
criticalcommercial decisions.

Toachievethisitrelies onICIS, the world's largest
petrochemical marketinformation provider. Over 30
- years,ICIS hasbuilt an unrivalled global network,
- respected methodologies and.a team of distinguished
industry experts in petrochemicals, energy and
“fertilisers togive companies in global commodities
markets a competitive advantage. :

@ . .

LANXESS DEALS IN OVER 1,300 CHEMICALS ANDIT'S
ESSENTIAL THAT WE ACCESS THE SAME TRANSPARENT,
GLOBAL DATAAS OUR SUPPLIERS AND CUSTOMERS. THAT
DATACOMESFROMICIS. '
ASWELL AS DATA, ICIS' DAILY NEWS SERVICE IS THE FIRST
THING | LOOK AT EACH MORNING. IT COVERS NEWS ABOUT
THE MARKETS, OUR SUPPLIERS AND OUR COMPETITION.

ICIS IS AS CLOSE TO A ONE-STOP-SHOP AS WE HAVE FOUND.

Holger Hiippeler

Bras

5%:5&%&7; . L Head of Global Procurement and
T Logistics, LANXESSAG




BUSINESS REVIEW
LEGAL

30

Legal

In Legal markets, we are aworld
leading provider of legal,
regulatory and news & business

[

information and analysis to law
firm, corporate, government and
academic customers.

Serving customers inmore than 175 countries, LexisNexis Legal
& Professional provides resources and services thatinform
decisians, Increase productivity and drive new business.

Revenues forthe yearended 31 December 2013 were £1,567m,
LexisNexis Legal & Professionalis headquartered in New York
and has principal operationsin the New York area, Chio and North
Carolinainthe US, Toronto in Canada, London and Paris in Europe,
and citigsin several other countries in'Africa and Asia Pacific. It
has 10,000 employessworldwide. Approximately 68% of revenue
by destination in 2013 was derived from North America, 21% from
Europe and the remaining 11% from the rest of the world.

LexisNexis Legal & Professionalis organised in market-
facing groups. These are supported by global shared
services organisations providing platform and product
development, operational and distribution services, and
other support functions.

LGXiSNQXiSM E LogalfiProtessionat ) LK-BXIS®

Unparalleled tegal, news and publicrecords
conteptfortegalprofessionals

Matthew Bender®

Criticalanalysis, checklists forms, and
practiceguldes authored byindustry experts
covering overblmajorpractice areas

Shepard’s’

Lexis Advance”
Newonlinelegalresearchtoolthat
“transformetheway legal professionals
conductresearch :

Premiercitationsservice

Lexis® Practice Advisor

New resaurce thatoffers guidance to help
attorneys handle transactionat mattersmore
efficientlyand effectively

Inthe US, in Research & Litigation Solutions, electronic
information solutions and innovative workflow tools, developed
through close collaboration with customers, help legal and
business professionals make better informed decisions in

the practice of law and in managing their businesses. Flagship
products for legal research are Lexis.com and Lexis Advance, which
provide federal and state statutes and case law, together with
analysis and expert commentaries from sources suchas Matthew
Benderand Michie and the leading citation service Shepard's,
which advises on the continuing relevance of case law precedents.
Research solutions also include news and business information,
ranging from daily news to company filings, as well as public
records information and analytics. Through its litigation solutions,
LexisNexis provides lawyers with a suite of tools covering case
preparationto processing and review to trial preparation.
LexisNexis partners with law schools to provide services to
students as part of their training.

In 2013, LexisNexis continued to release new versions of Lexis
Advance, aninnovative web application designed to transform how
legal professionals conduct research. Built on an advanced
technology platform, Lexis Advance allows primary researchers
within legal and professional organisations to find highly relevant
information more easily and efficiently, helping them to drive better
outcomes. Future releases will continue to expand content and
outreach and add new innovative tools. LexisNexis employs
lawyers and trained editors with professional legal backgrounds
who review, annotate and update the legal content to help ensure
eachdocumentinthe collectionis current and comprehensive.
This domain expertise combined with the application of Reed
Elsevier's "big data” HPCC technology means LexisNexisis able to
update its entire legal collection faster and more efficiently, while
alsoidentifying and linking content, enabling customers to uncover
previously undiscovered relationships between documents.

Lexis® Library

LexisNexis® UK flagshiplegalonline product

Lexis® PSL

LexisNexis® UK legal practical
guidance service

JurisClasseur
Lérgest, mostauthoritative online legal
resourceinFrance
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New workflow and analytical tools and content sets are regularly
introduced on Lexis Advance. For example, in 2013 LexisNexis
launched MedMal Navigator, a workflow tool thatintegrates
medicaland legal research with case facts, assisting attorneysin
determining their course of action. Also, LexisNexis launched new
modules for Lexis Practice Advisor, a web-based practical guidance
product tailored for attorneys who handle transactional matters.
Additionally, LexisNexis strengthened its core content offering
through the acquisitions of Sheshunoffand A.S. Prattand
analytical titles from Oxford University Press - providing attorneys
with enhanced information inonline and ebooks formats.

Inlitigation solutions, LexisNexis launched its web-enabled Early
Data Analyzer which enables users to determine the nature and
amount of relevant data in a lawsuit atits source location.
Additionally, LexisNexis released a new version of Concordance
Evolution supporting the directimportof files from LAW
PreDiscovery - reducing time, costs and storage needs by
streamlining electronic discovery workflow.

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

In August 2013, LexisNexis Martindale-Hubbelland Internet
Brands announced the set-up of a joint venture, bringing together
Martindale-Hubbelllawyer directory, including Lawyers.com, with
Internet Brands’ online marketing services for lawyers.

In International markets outside the US, LexisNexis serves legal,
corporate, government, accounting and academic marketsin
Europe, Canada, Africa and Asia Pacificwith local and
international legal, regulatory and business information. The
most significant businesses 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 legal
and business professionals make better decisions more
efficiently. Penetration of online information services has grown
strongly and electronic solutions now account for 60% of revenue
outside the US.

REVENUEBYFORMAY
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Inthe UK, LexisNexisis a leading legalinformation provider
offering an unrivalted 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 and Butterworths. The contentis
delivered through multiple formats - from print to online to mobile
apps and embedded in customers’ workflow.

In 2013, LexisNexis launched additional modules for the UK
LexisPSL product suite which provides lawyers asingle
destination for their practicat legalinformation needs with direct
links to the relevant cases, legislation, precedents, forms,
practical guidance and expert commentary. Similar practical
guidance services were launched in Canada, South Africa

and Australia.

InFrance, LexisNexis is a leading online provider of information to
lawyers, notaries and courts. A heritage brand JurisClasseur and
leading authoritative content is provided through multiple formats
~lexisnexis.fr, mobile and in print. These content sources are, as
in the UK, being combined with new contentand innovative
workflow tools to develop practical guidance and practice
management solutions. In 2013, LexisNexis France continued to
enhance Lexis 360, the first semantic search online tool combining
legalinformation, practical contentand results from the web by
providing tailored solutions for the notary market.

Following the success of Lexis for Microsoft Office {LMO] inthe US
and Canadian markets, an Australianversionwas launched in
2013. LMO enables customers to access LexisNexis contentand
services via add-ins/toolbars within Microsoft Word and Outlook.

In 2013, LexisNexis Legal & Professional strengthened its
positions in Asia through acquisitions and enhanced products
created specifically for legal professionals and practitioners,
corporate counsels, legal researchers and government
institutions in markets including India, China and Japan. In China,
LexisNexis acquired LegalStudio, a leading provider of model
contracts and practical guidance, strengthening its positionin
high-growing Corporate and Intellectual Property practice areas.

REVENUE BY BEDGRAPHICALMARKEY
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Marketopporiunities

Longer-termgrowthin legal and regulatory markets worldwide is
driven by increasing levels of legislation, requlation, regulatory
complexity and litigation, andan increasing number of lawyers.
Additional market opportunities are presented by the increasing
demandfor online information solutions and practice
manageament tools thatimprove the quality and productivity of
research, deliver better legal outcomes, and improve business
performance. Notwithstanding this, legal activity and legal
information markets are also influenced by economic conditions
and corporate activity, as has been seenwith the dampening
impactondemand ofthe recent global recession and the
somewhat subdued environment that followed in North America
and in Europe.

Strategic priorities

LexisNexis Legal & Professional’s strategic goalis to enable
better legaloutcomes and be the leading provider of productivity-
enhancing information and information-based workflow solutions
inits markets. To achieve this LexisNexis i focused on introducing
nextgeneration products and solutions onthe global New Lexis
platformand infrastructure; leveraging New Lexis globally to
continue to drive printto electronic migration and long-term
international growth; and upgrading operationalinfrastructure,
improving process efficiency and gradually improving margins.

Inthe US, LexisNexis focus is on the continuing development of
next generationlegal research and practice solutions. ltis also
conducting a major upgrade in operations infrastructure and

LEXISADVARDEUS CESAL CUSTOMER PENETRATION

customer service and support platforms. This will provide
customers with an integrated and superior experience across
mutltiple products and solutions. Over the next few years
progressive productintroductions, often based on the New Lexis
platform, leveraging big data HPCC technology, will combine
advanced technology with enriched content, sophisticated
analytics and applications to enable LexisNexis' customers to
make better legal decisions and drive better outcomes for their
organisations and clients.

Outside the US, LexisNexis is focused on growing online services
and developing further high-quatity actionable content and
workflow tools, including the development of practical guidance
and practice managementapplications. In 2014, LexisNexis will
continue tointroduce New Lexis globally. Additionally, LexisNexis
is focusing onthe expansion of its activities in emerging markets.

Business model, distribution channels and competition
LexisNexis Legal & Professional products and services are
generally sold directly to law firms and to corporate, government,
accounting and academic customers on a paid subscription basis,
with subscriptions with law firms often under multi-year contracts.

Principal competitors for LexisNexis in US legal markets are

West [Thormson Reuters)and CCH [Wolters Kluwer). In news

and business information they are Bloomberg and Factiva

[News Corporation]. Competitors in litigation solutions also
include software companies. Significant international competitors
include Thomson Reuters, Wolters Kluwer and Factiva.

MOBILEDOCUMENTACCESSES

2012 2013

Incieasing Uptake of nextgene

tiontegalplatforin.

2012 013

Increasing useof Lexis Advance and lexis cormmobile content:
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2013 2012 Change at constant Change
€m £m Change currencies underlying
Revenue » 56T ) - 1610 ~3% ~4% +1%
Adjusted operating profit 238 234 +2% +1% +5%

2013 financial performance

Positive underlying revenue growth was maintained in 2013
despite subdued market conditions inth2 US and Europe.
Electronic revenues continued to show good growth, largely
offset by print declines.

Underlying revenues grew 1%, and underlying operating profits
grew 5%,

In the US and in our major European markets, conditions remained

subdued, with growth in online solutions targely offset by
continued print declines. Other international markets achieved
good growth.

The roll aut of new product releases continued, with 73% of US
legal customers activated on the New Lexis platform at period
end, and new product usage progressing well.

Ongoing process innovation and some initial decommissioning of
old infrastructure more than offsetinflation and higher
depreciation, contributing toa 0.7 percentage point margin
improvementin 2013.

REVENUE

The 2013 results reflect the impact of portfolio reshaping over
the last 18 months, including the disposal of the US document
retrievaland filing business in late 2012 and other small print
assets early in 2013. Inthe second half of 2013 LexisNexis
Martindale-Hubbell, the US lawyer directory, was spun outinto
ajointventure with Internet Brands, a broad-based internet
marketing firm.

2014 Outlook

We will continue the roll out of our new technology platforms
and products in 2014, and will maintain our focus on process
improvement. Our customer markets remain subdued, however,
limiting the scope for underlying revenue growth.

~ ADJUSTED OPERATING PROFIT

£m

1,691 1,634 1.610 1,567

2011 2012

2010 201 2012 2013

*Comparative profit figures for 2010 are presented ona proformabasis,
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Exhibitions

We operate the world's leading
exhibitions business, with 500
events in over 30 countries.

Reed Exhibitions’ portfolio of exhibitions and conferences serves
43industrysectorsacross the globe. In 2013, Reed Exhibitions
broughttogether overémevent participants from around
theworld, generating billions of dollars of business and
facilitatingentry into new markets for its customers and
boosting the local economies where the events are hosted.

Revenuesforthe year ended 31 December 2013 were £862m.
Reed Exhibitions isa globalbusiness headquartered in London
and hagprincipaloffices in Paris, Vienna, Norwalk [Connecticut),
Sao Paulo, AbuDhabi, Beijing, Moscow, Tokyo, and Sydney.

Reed Exhibitions has 3,400 employees worldwide. In 2013,
approximately 16%of Exhibitions' revenue came from North
America, 43% fromEdrope and the remaining 41% from the rest
oftheworldonaneventlocation basis.

Reed Exhibitions organises market-leading events which are
relevanttoindustry needs, where participants fromaround the
worldmeet face-to-face to do business, to network and to learn.
fts exhibitions and conferences encompass a wide range of
sectors. Theyinclude construction, electronics, energy and
alternative energy, engineering, entertainment, gifts and
jewellery, healthcare, hospitality; interior design, logistics,

manufacturing, pharmaceuticats, real estate, recreation, security

andsafety, transport and travel.

Market opportunities

Growth in the exhibitions market s influenced by both business-to-
business marketing spend and business investment. Historically,
these have been driven by levels of corporate profitability, which in
its turn has followed overall growth in GDP. Emerging markets and
higher growth sectors provide additional opportunities for Reed
Exhibitions. As some events are held other than annually, growthin
any oneyear is affected by the cycle of norr-annual exhibitions.

Strategic priorities

Reed Exhibitions’ strategic goalis tounderstand and respond toits
customers’ evolving needs and objectives better than its
competition through deep knowledge of its customers and the
markets they serve.

Reed Exhibitions delivers a platform for industry communities to
conduct business, to network and te learn through a range of
market-leading events in growth sectors, especially in higher
growth geographies, enabling exhibitors to target and reach new
customers quickly and cost effectively.

Organic growth will be achieved by continuing to generate greater
custornervalue throughthe intetligent application of customer
knowledge, by developing new events, and by building out
technology platforms to ensure the rapid deployment of innovation
and best practices across the organisation. Reed Exhibitions is
also shaping its portfolio through a combination of strategic
partnershipsand acquisitions in high-growth sectorsand
geographies as well as by withdrawing from markets and
industries with lower long-term growth prospects.

(nternationaiconsiru@:t@éﬂ tfadefair i & !ritgrnationaiperfum@ry andcosmelics

exh}bition

Internationalexhibitionofenvironmental The We’tid;s propertymarket : F ’Préﬁ\ieﬁgiabal/evem‘farthe travel

squipment technologies and services

industry

World Smart Energy Week

orldleading event for smartand
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Reed Exhibitions is committed to continually improving customer
solutions and experience. By providing avariety of services,
including its integrated web platform, the company continues to
drive customer satisfaction. Using customer insights, Reed
Exhibitions has developed an innovative product offering which
enhances the value proposition for exhibitors by broadening their
options in terms of the type and location of stand they take and the
timing of their commitment to the event.

In 2013 Reed Exhibitions launched 37 new events. These included
events which extended the geographical footprint of the luxury
travelbrand, ILTM, to Africa and the art brand, Paris Photo, to

Los Angeles. Reed Exhibitions Japan responded again to customer
demand by replicating its Tokyo-based Wortd Smart Energy Week
in Osaka. The UK-based event, Oceanology International, was
successfully launched in China through a collaborative effort
between the Chinese and UK teams. Regional strategiesremaina
key element of building business in China and Brazil, taking more
events to China’s second tier cities and cloning events from

30 Paulo to Recife in Brazil's fast developing north east. Reed

Exhibitions now organises nearly 200 events in emerging markets.

Anumber of targeted acquisitions were completed during 2013.
These included the Capsule portfolio of contemporary fashion
events, located mainty in North America; Travelweek Sao Paolo,
ahigh-end travel event servicing premium buyers across Latin
America, and Expo Ferretera, the leading hardware eventin
Mexico. Elsewhere, acquisitions were made to expand Reed
Exhibitions’ footprintin China and its global position in the

NUMBER OF EVENT LAUNCHES

37

advanced materials sector. Reed Exhibitions also enteredintoa
partnership with Thebe Exhibitions, one of the leading events
companies in South Africa, to form Thebe Reed Exhibitions, which
willrun a number of events, primarily in the travel and interior
design sectors.

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 spaceis sold directly or
through local agents where applicable. Reed Exhibitions often
works in collaboration with trade associations, which use the
events to promote access for members to domestic and export
markets, and with governments, for whom events can provide
important support to stimulate foreign investmentand promote
regional and national enterprise. Increasingly, Reed Exhibitions is
offering visitors and exhibitors the opportunity to interact before
and after the show through the use of online tools such as
directories and matchmaking.

Reed Exhibitions is the global market leader in a fragmented
industry, holding less than a 10% global market share. Other
international exhibition organisers include UBM, Informa IR and
some of the larger German Messe, including Messe Frankfurt,
Messe Diisseldorf and Messe Munich. Competition also comes
from industry trade associations and convention centre and
exhibition hallowners.

EVENTSINEMERGINGMARKETS

2012 2013

Increase in events taking place in high=growthigeographiesthrough
taunches and acquisitions.

REVENUEBY FORMAY

REVENUEBYGEOGRAPHICAL MARKET*

£862m
Print 1% Electronic 2%

Face-to-face
97%,

£862m
North America
e 6%

Restof World
L%

*Qn aneventlocation basis.
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2013 2012 Change atconstant Change

£ tm Change currencies underlying
Reveriue B62 854 +1% +2% +2%/+ 7%
Adjustedoperating profit 213 210 +1% +4% +4%

* Excluding biennial exhibition cycling

2013 financial performance

in 2013 Exhibitions maintained strongunderiying revenue
growthof 7% excluding the effect of hienniat showcycling.
While growthin Europe was modest, the US, Japan, Braziland
othermarketsall grewwell.

Underlying revenues grew 2% (7% excluding biennial cycling),
andunderlying adjusted operating profits grew +4%.

The'Us and Japan achieved strong revenue growth for the year.
US shows reported good growth invisitor numbers, and growth
in Japanwassupported by leadership of the alternative energy
sectorand new launches. Braziland China continued to generate
strong growth.

InEurope geod growth in international events more than offset
softnessin somie domestic continental European events, resulting
inmodest overall growth.

In 2013 we launched 37 new events, primarily in high-growth
geographies and sectors, including the highly successfut
taunchof World Travel Market Latin America, building on
aglobalfranchise.

REVENUE

We undertook a number of portfolio changes during the year, with
acquisitions including Expo Ferretera in Mexico, IPSA in Russia,
Travelweek Sao Pauloin Braziland Capsule inthe US. Disposals
include a number of Spanish events as well as some smaller
events across geographies.

Theimpact of biennial exhibition cycling has steadily been reduced
from 10% in 2011 through 8% in 2012, to 5% in 2013.

2014 Outlook

We expect good underlying growth in the US and Japan, and
limited growthin Europe. In other markets we expect growth to
remain strong, albeitat a slightly lower rate than in 2013. In 2014,
whichisa “cycling-in" year, we expect the impact of cycling to be
further reduced to around 2 percentage points of growth.

ADJUSTEDOPERATINGPROFIT =

L

2012 2013




ofthe two most valuable assetsinthe
company -its people anditsbrands.

In 2013, Reed Exhibitions launched over a
dozen events by taking established brands
into new geographies.

Reed Exhibitions has sought to tap into the
- changing dynamics of the luxury travel
- market by expanding its highly regarded
Anternational Luxury Travel Market (ILTM]
* brand. The flagship ILTM eventisheld
~annuallyatthe Palais des Festivals et des
~ CongrésinCannesand has been launched
into high-growth markets for inbound and
_outboundtourismincluding Asia Pacific,
_theAmericas, Africaand Japanaswellas
~ the spaandwellbeing sector.

EACH YEARILTM CONTINUES TO FAR EXCEED OUR
EXPE@TATIONS ITREALLY IS THE MOST EFFICIENT AND
>ROMOTE AND GAIN BUSINESS. THE
\CTIV APFfROACH IN EACH OF THE
 SHOWS| ) H-QUALI Y APPOINTMENTS ARE
 MADE THE PEOPLE YOU MEET ARE THE PEOPLE THAT
ARE TRULY SELLING LUXURY. '

, 'Stevé' Odell

President
SilverseaCrui
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ers, including shareholders,
inwhichwe operate,

rmanagement, and the
corresponding

Forumoverse

sbiectives and monitor performance against them.

We cancentrate on the contributions we make as a business
and on good managerment of the materialareas that affect all
companies, encormpassing:

Dur unigue contributions
Bovernance

i People

4. Customers

5. Community

. Supply chain

¥ Environment

We focus on areas where we can make a positive impacton society
through our knowledge, resources and skitls. This includes
universal sustainable access toinformation, advance of science
and health, protection of society, and promation of the rule of law

and accessto justice.

Elsevier, the world's leading provider of scientific, technical, and
medical information, plays animportant role in advancing human
welfare and economic progress through its science and health
information, which spurs the diffusion of innovation and enables
critical decision making. To ensure access to this information,
Elsevier supports key programmes in places where resources are
often scarce. Among them is Researchalife, a partnership with
United Nations agencies and other publishers; we provide core
and cutting-edge scientific information to researchersin more
than 100 developing countries. As a founding partner, we
contribute 25% of the content available in Researchél.ife,
encormpassing all ScienceDirect content, including approximately
3,000 Elsevier journals and 12,000 books. Inthe year, there

were more than 3m Researchéalife article downloads from
Sciencelirect. Research undertaken by Elsevier in 2013 shows
African authors have nearly doubled their output of research
articles over the past decade, aided by programmes like
Research4life. Inaddition to supportfor orgoing projects, the
Elsevier Foundation committed $700,000to libraries, new
scholars, and nurses, including a grant to the Mariners’
Polytechnic Colleges Foundation of the Philippines.

LexisNexis Risk Solutions tocls and resources help protect
society. During the year, it launched Social Media Monitor, a new
capabilitywithin its Accurint for Law Enforcement platform. to
assist law enforcement officials with investigations into critical
incidents such as gang violence, drug dealing, crimes against
chitdren, and human trafficking. Social Media Monitor allows law
enforcement personnel to identify posts and tweets by keyword
and geographic location as an additional resource alongside
traditional public records data. The business unit's analytic
technology also helps governments fight fraud. Inthe year,
LexisNexis Risk Solutions partnered with investigators, Tax
Management Associates, Inc., to help Greenville County, South
Carolina recover nearly $3min revenue by detecting fraudulent
tax exemption filings, including individuals receiving exemptions
under the names of deceased property owners. Astudy
commissioned in 2013 by LexisNexis Risk Solutions usingits
Fraud Multiplier tool, calculated the actual costof US fraud -
retailers lost $279 for every $100 of fraud, attributable to fees and
interest owed to financial institutions, charge-backs, and other
replacement costs. The study advocated greater awareness of the
wide range of fraud schemes, particularly those associated with
online purchases.

Reed Business Information [RBI} uses the power of its brands to
aid communities. In 2013, RBI's Community Care drew attention to
shortcomings in England’'s mentat health provisioninajoint
investigation with the BBC. This led the UK government’s Care
Services Minister to pledge an end to "institutional bias against
mental health” inthe National Health Service. ICIS, an RBl service
providing news and market intelligence to the chemicals, energy,
and fertiliser sectors, held its 10th Innovation Awards in 2013 to
reward industryinnovation.
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LexisNexis Rlsk Soluhons emptoyeesto

7 develop the Automated Delivery of Alerts

on Mlssmg Ch:ldren (ADAM} Program.

osters in.
3- to potite"

 centres, and other recrpvents Within 4
- specific geographlc searcharea. Smce

launching in 2000, 139 children have been

located, including four in 2013. ADAM is

~ designated for use by the National Center
for Missing and Exploited Children
[NCMEC)inthe US. The colleagues behind
- ADAM exemplify the Reed Elsevier values

of innovation, boundarylessness an
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Boston-based Cabot Corporation was chosen overallwinnerand
winner of the Innovation with Best Environmental Benefit award
for its aerogel building insulation technology (lightweight,
materials consisting of 90% air which prevent heat transfer]
which inc aasesar‘ergvmf and cost savings, and reduces
carbon footprin

silica

QHL\,

LexisNexis Legal & ?r“efesmmmﬂ promotes justice throughits
products and services. In 2013, inassociation with the Atlantic
,itlaunc hpfi adraftset @f Globat Rule of Law Business

s, law firms, rzomgovemmemal

e and uphold therule

Councit
Principte
arganisations,

amd other
with the laun

institutions promot
of law. In conjunction yohy, the first-ever LexisNexis
) GWAV\/V‘dg\N‘”P awarded to UN Secretary-General Ban
Ki-moon, former President of ireland, Mar'y Rohinson, and former
President of the American Bar Association, Laurel Bellows, allof
whom have each mac i«‘?%sqﬂs cant contributions to the rule of law
mmdhe world. Aung San SuKyi, Chair of the National League
or Democracy and Parliamentary Rule of Law and Tranquility
Ctommittee {Pyithu Hluttaw], also received aninaugural award
and accepted from Myanmar. LexisNexis Legal & Professional will
beworking with the UN to refine and advance the Principles inthe
yearahead. In 2013, staff in South Africa launched the Human
Trafficking Awareness Index, building on a tool developed by UK
colleagues in 2012, It uses the business unit’s Nexis news service
io highlight emerging trends withinand across national bordersto
aid campaigners and the South African Police Service in their
efforts to combat trafficking.

Reed Exhibitions trade s vide platforms for supporting
our corporate responsibility focus areas. During the 2013 PSI
Trade Show, the leading European show for the promotional
products industry, Reed Exhibitions, with the European
Promotional Products Association iEPW\}, faunc hedthe EPPA
Certification Program for CSR. The aim is to helpindustry
companies comply with laws and @qmat)o nsand international
Labor vization standarc tthe 2013 World Travel Market,
its global @v@nﬁ rthe travelindustry, Reed Exhibitions hosted
World Responsible Tourism Day with events available to the
show's more than 50,000 attendees ontopics ranging from
poverty reduction to wildlife protection and reducing greenhouse
gas emissions. Over the past 10years, Reed Exhibitions has given
free space at the London Book Fair to Book Aid International,
which annually provides more than 500,000 books ~ including
those donated from across Reed Elsevier - to readers in the
developing world, enabling the charity to engage with a wide range
tial book andfinanciat donors.

ﬂfn

of poten

Drawing onexpertise in f{ ernative energy across Reed Elsevier,
in ZG?S,W@‘ ywunched the Alternative Energy Roundtable to
facilitate cr“om~-b1=qzrz@%5% Lmr*er%mmd'f‘\go our products and new
developments in alternative energy. At meetings held during the
year, more than 30 colleagues fromour busines ss units discussed
i:opi‘,i‘.s;uch as emerging markets, R&D, and customer
ngagement. In addition, itwas the ther mw\four'ZN”%'“R Forum
Stakeholder Session with internal and external specialists,
i ,uud ng Jan Paul Grollé, Elsevier's Managing Director of
Alternative Energy; Richard Sobelsohn, LexisNexis Legal &
Professional’s Director of Content and Product Initiatives; Blaine
Collison, Director ofthe US Environmental Protection Agency’s
Green Power Partnership; and Professor Jinyue Yan, Director of
Future Energy et Sweden's Royal Institute of Technology.

During the year, we progressed our collaboration with UNI CEFon
the report, Social protection, Disaster Risk Reduction, and Climate
Change Adaptation in Fast Asia and the Pacific, providing access to
content and subject experts, and editorial assistance, The report,
featuring in-depth case studies from Thailand and the Philip
was profiled at aworkshop for corporate peers and NGOs to
advance awareness of climate change resilience. Afollow-up
workshop will be held in 2014 for academics, practitioners, and
policymakers to explore translating the report's findings into
programming and policy for children in East Asia and the Pacific.

Progress

Partnership with Dutch
WASH Alliance:

New partnerships through
Reed Elsevier Environmentatl
Challenge to share waterand

o . Funded $15,000 third
sanitation expertise

prize and cotllaboration

on 2013 prize ceremony
at World Water Week in
Stockholm

Provided judge and
reviewers

Contributed $2,500 for
training to advance
winners personal
devextopmiﬂnt

Qver'?(]crcmC busmess
participants

Create cross-business
alternative energy round table
tofoster knowledge sharing

and product development Mestings on emerging

tapics; also presentations
by internal/external
experts

Renewable energy
mdustryeventptamed

Hos tedworkshopfor
corporate peersand
NGOs to advance
awarenessof climate
changeresilience,
focusing on Philippineg
case study inthe wake
of Typhoon Haiyan

Deliver workshops with
UNICEF on child-centred
climate change adaptationin
high-risk locations

Continued in-kind
assistance including
accessto information,
subject experts, and
editorialsupport

«  Partnerwith United Nations Global Compactto refineand
launch stakeholder consultation onthe Global Rule of Law
Business Prmc;pies

DevelopWed!mand/oracademlcpartneuhtpiofurther
awareness and engagement with the Reed Elsevier
Envv’onmmtal(}haﬂenge

Collaboration with Oxfam *o adVaﬂCG’ the Rau‘smq Her Voice
women's leadership programme in Nepal

pines,
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The Reed Elsevier Code of Ethics and Business Conduct [The Code)
is disseminated to every employee, setting the standard for our
corporate and individual conduct. It covers topics such as fair
compelition, anti-bribery, conflicts of interest, employment
practices, and protecting intellectual property. italso encourages
the reporting of violations, and prohibits retaliation. The Code
makes clear our commitment to human rights, incorporating the
principles of the United Nations Global Compact [UNGC]. In
accordance with the UN's Guiding Principles on Business and
Human Rights, we have considered where and howwe operate and
have concluded that there is low human rights risk in our direct
employment activities [for more information on human rights see
Supply Chainl.

Allemployees complete training on the Code, both as part of their
new hirz induction and at regular intervals, to update their
understanding and acknowledgement of the Code. We also
provide mandatory online training on anti-bribery, competition
laws, protecting data, and preventing workplace harassment,
supplernented by in-person training for higherrisk roles.

We achieve 100% completion rates for ail courses within six
months of issuance.

fn 2013, we remained diligent in our ongoing efforts to ensure
compliance with applicable briberylaws, including the UK Bribery
Actand US Foreign Corrupt Practices Act, through intermediary
due diligence and monitoring, strict limits on gifts, hospitality and
gratuities, and employee awareness efforts, among other steps.
Also thisyear, we developed employee training onintellectual
property and using social media, and enhanced internal
investigation procedures and training of investigators for all types
of alleged employee misconduct. We also translated our Record
Management Policy, Record Retention Schedule, and related
resources for non-English-speaking employees to help them
properly manage company records.

As asignatory to UNGC and its principles, encompassing labour,
environment, anti-corruption, aswellas humanrights, we
demonstrated leadershipin 2013 by serving on the UNGC Advisory
Group forthe UK and the UNGC Supply Chain Advisory Group.

We were also part of the UNGC's CEOQ Water Mandate Steering
Group and represented the initiative on the board of the Alliance
for Water Stewardship. Amember of the UNGC Caring for
Climate Advisory Group, we participatec in the Caring for Climate
Business Forum in Warsaw, held during the UN Climate Change
Conference (COP 19], to supportinnovation and collaboration on
climate action. The UNGC judged our 2013 Communication on
Progress, required of signatories eachyear, to have attained
Advanced Level. Inthe year, we provided content for the UNGC
Lawyers as Leadersvideo series, and hosted UNGC meetings in
London and New York.
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Progress

Achieve 100% completion of all
computer-based compliance
courses

100% completion
achieved within six
months of issuance
Translations completed
and disseminated to
relevant employees

Advance Record Management
Policy implementation and roll
outtranslations

Implementation
guidelines and tools
available in multiple
languages; ongoing
collaboration with
business unitteams
Completed training of US
HR personnel, data
privacyand security
investigators, and
Corporate Audit Services
representatives.

2014 training of HR
representatives outside
the US pltanned

Enhancedtraining programme
forinternalinvestigators of
Code of Ethics and Business
Conductbreaches

Implement updated corporate governance policies
Conductareviewand refresh of the Reed Elsevier Code of
Ethics and Business Conduct

and compliance efforts
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553% female

Our 28,200 people are our st
and 47% male, with an average length of serv
There were 44% female and 56% male managers

and 70% male sentoroperational managers.

ength. Qurworkforcei
e of eightyears,
and 30% female

Elsevier Nomination Co**’"itt@“ -onsiders the

ence and ba of individual Board
cwornen made up 30% of the members
s of the

The Read
knowledge, experte
Directors, m/ymrmd 2013
of the R sevier NV Board and 22% of the members
Reed Elsevier PLC Board. The two Executive Directors of the
bwar‘a,wm csz;titu%e enior management, are male,

rqunrl ¢

The Reed Elsevier Diversity and Inclus m{D&IjSiatemem
fwww.reedelsevier.com/go/Diversityl, artic
commitment toa diverse workforce and er «nonmentthaz
respects individuals and their contributions, regardless of their
gender, race, or other characteristics. Our D&I Strategyis focu ised
ontranslating the Statement into practical action. Among its
commitments is maintaining a D& Advisory Group comprised of a
senior business and HR leader from each business unit, supported
by abroader D& Working Group We expanded D& trainingin the
year, with in-person sessions for Elsevier managers insix US

ities; online traiy mg‘om,,xsst<s>Rmk Solutions US managers;

Hatesour

in-person sessions for LexisNexis Legal & Professional UK
managers, and Reed Elsevier head office managers. Course
contentincludes making the business case for D& on ethical,
economic, regulatory, and reputational grounds. We encourage
both affinity groups, such aswomen's forums, which provide
support and mentoring, and community involverment.

ar
or

In 2012, we conducted a global Employee Opinion Survey {EOS] to
understand how our people view Reed Elsevier. We donated $1for
every completed survey to our globat fundraising effort for Plan
UK focused on education for girls in Peruand pre-school
education for ethnic minority ¢ %xxldren inChina, and had 77% EOS
participation. Overall, ¢ ate Reed Elsevierasacompany
that employs strong, ethical pring p{esm its business practices
withimproved scores since the last surveyin 2009 in overall
satisfaction, innovation, and customer focus. Localaction plans
led by managers have been undertaken in all business units; at
LexisNexis Risk Solutions for example, follow-up has included
focus qroupsand manager coaching, and senior leaders have key
performance objectives toimprove EOS and nulse survey [shorter,
morer:‘equm staff pollingl r

ﬁmg,koy@ev

S

esults.

Qurem ptwe@ ave the right to a healthy and safe workplace as
outlinedin the Reed Elsevier Global Health and Safety Policy. We
conceﬁi’.s‘ate ona s of greatestrisk, for example, warehouses,
events, and exhibitions, MHowever, asa pr%rmf"itym‘f’cembaeed
comipany, ou k@/*mpactarwmd re manual handling, stips, trips
andfalls. Toreduce our: ste [lost days per 200,000 hours
worked], we conductris sments, and work with a third
p:aritvlrsﬁ’xéu‘ii assignanu

severe claim. The number of lost time reportab
inthe /mr(%'"x?m 3\1< 49 2012).

se manager to each complexor
le cases decreased

Inthe US, where we have our largest concentration of employees,
the REACH programme promotes workplace wellbeing through
health screenings, online a ments, stress awareness
training, and weight loss and smoking cessation programmes,
with financial incentives for participation. In 2013, we have

launched a health coach programme to provide personalised
support, available to allUS employees. Of them, 226 have made
contactwith a coach for help with issues such as diet, exercise,
and smoking cessation, and 2,808 calls were made to Care
Connect, ahealth concierge service.

OQur annual re:fit2win global wellbeing competition encourages
employeesto establish fitness teams to compete for cash pr rizes
forthe charities of their choice. Across Reed Elsevier 79 teams
took partand ran, walked, cycled and swam a total of 73,382 miles/
118,097 kilometres, with an increase of 50 miles/80 kilometres
per person over 2012

Progress

Training expanded
acrosstheUSandinto
the UK

Extensive efforts across
all business units;
tracking improvements
ininterim pulse survey
scores

&,,808 calts oggnd 226
staffengagedina
lifestyle management
programme

Expand diversity and inclusion “
training across business units
Follow up on global Er“p oyee
Opinion Survey results

Institute health coach
programme to provide
personalised supportto staff

Sign up to the UN Women's Empowerment Principles;
review practice relative to Principles

= Developinclusive leadership as a core management
fampetency

10% increase inrefit2win partxf ipants

In 2013, we surveyed approximately 500,000 customers through
Net Promoter Score [measuring customer loyalty] and business
dashboard programmes. This allows us to deepen understanding
oftheir needs and further drives forward a customer-centric
culture across Reed Elsevier. Results, reviewed by the CEO and
senior operational managers and communicated to staff, highlight
where we are doing well and where we mustd@ better, To aid
colleagues whowork with customers, during the year, we have
worked to incorporate CRinto customer-facing staff training with
outreachto key sales and marketing teams. We have updated our
intranet resource, CRas a Sales Tool; created a CR Fast Facts
document for distribution across the business; and developed new
CR Sales Academy content.

Intheyear, we shared the Reed Elsevier Editorial Policy with all
employeesinanemail from the Chief Legal Officerand Company
Secretary highlighting its importance and key provisions,
including our responsibility to make clear distinctions between
factand opinion and user-generated or other content. With help
from our cross-business Editorial Policy Working Group, we
created a new section of our globalintranetwith input from our
editors and others who have shared what the principles meanto
them and their businesses.



 TheReddEL evuerEnvnmnmental, ,
' Chaue'geadv ,cessustamablea ces
wat andsamtatmnwhere; is

. presen;ly at risk.

Prmect% must be mnovat:ve §scalable
olv gotaicommumtues and address

and gov mmentsmdeve opsustain
market:based approachesto effecti
wateraé\d sanitation provisionin
Cambodia, aosandv»etnan'. "

was C
for it<
grou

finish

THE REED ELSEVIER
, ENVIRONMENTAL

dwater prQJect in Sa,uth

Forthefirsttime, a $15,000 WASH Alliance
prize '

was awarded to the third place

er, Text to Change, for a project

mg Uganda's water points using
hone technology inordertoalert

providers when repalrs are needed.

NASH Allnance isa consortlum of six

ewater and samta

Text to Change Uses mobite technology to benefit communitiesinAfrica, South America, and Asia.
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We are committed to improving access to our products and
services for all users, regardless of physical ability. In 2013, we
consulted on a new Reed Elsevier Accessibility Policy thataims to

lead the industry in providing accessibility solutions to customers,

while contributing to internationat standards with products that

are operable, understandable, and robust. The Accessibility Policy

was formally launched to all managers before the close of the
year, with a launchin early 2014 to sll employees by the Chief
Strategy Officer. In 2013, members of the Accessibility Working
Group logged over 80 accessibility projects and Elsevier’'s Global

Books Digital Archive fulfilled more than 4,000 disability requests,
60% of them through AccessText.org, a service it helped establish,

ngmss

Engagementofkeysales
and marketing teams

incorporate corporate

responsibility componentinto

regular customer-facing staff

training ;
T CRas aSales Tool

“ Created aCR Fast Facts
document for distribution
acrassthebusiness

Developed new CRSales
Academycontent

Launched byChieflLegal
OfficerandCompany
Secretaryina
communicationtoall
emplovees

Emb@d 'updamydy Ed%t@ry%a'( Pﬁliéy"

New Editorial Policy
resoyrcecreatedon
global intranetwith
input fromeditorsand
othersacrossthe
business
Consultationwith Reed
Elsevier Accessibitity
Worfking Group

Consult on Reed Elsevier
Accessibitity Policy and begin
implementation

* Launchedtomanagers
acrc:sr@stm company

¢ Chief Strategy Officer
narnedsenior
accessibility champion;
engaged businessunit
chieftechnologyofficers

Undatedintrahet resource,

Roll out translations of the Reed Elsevier Editorial Policy;
launchy ehated Reed isev‘e")d&@a hybtandards
Create CR’ blueprir int’ eheigdake& staff enhance their
ustomer *mvergai ons; put Qonhesgendaatnvekey

C
sale s conferences

Qﬂmm Accessibi it ty Pol cy and conduct accessibility review
of at least 10 key product sites

RE Cares, our global community programme, promotes education
for disadvantaged young people aligned with our unique
contributions as a business, and allows staff up to two days’ paid
leave peryear for their own community work. We donated €2,5min
cash lincluding through matching gifts) and the equivalent of
£3.1min products, services, and staff time in 2013. 31% of
employees were engaged involunteering through RE Cares and
we reached more than 17,000 disadvantaged young people
through time, in-kind, and cash donations. In the year, we
spotlighted the benefit of skills-based volunteering through
awareness-raising campaigns, RE Cares onthe globalintranet,
and the involvernent of 172 cross-business RE Cares Champions.

Each September, we hold RE Cares Month to celebrate our
community activities and in 2013, 56% of Reed Elsevier locations
around the world were involved. Among them, LexisNexis Legal &
Professional New Zealand ran a Live Below the Line Challenge;
staff attempted to live on $2.25 per day [the extreme poverty line]
for aweek, with funds they would have spent onfood donated to
Habitat for Humanity to aid poor families. Reed Elsevier
Philippines held a science fair for 51 students at their office.

During RE Cares Month, we held our annual global book drive
yielding more than 9,200 books for local and developing world
readers, and announced the winners of the third Recognising
Those Who Care Awards to highlight the contributions to RE Cares
of eight individuals and four RE Cares teams. Individual winners
from across the business spent a week with Afrikids, a child rights
organisation working to raise standards for children in Northern
Africa, which Reed Elsevier has supported for 10years. The trip
was led by one of Reed Elsevier's senior leaders, Youngsuk "YS"
Chi, Director of Corporate Affairs. Among the winning teams was
the Amsterdam Slootermeer School Project Group, comprised of
30 Elsevier, RBI, and LexisNexis Legal & Professionalvolunteers
who help children with reading skills on a weekly basis, and the
RBI Skokie, Illinois Accuity in Action Team, which overa 12 month
period organised 22 volunteer programmes to benefit staffand
the local community.

Prbgfess
Skills-based Two Days volunteer - Drive consisted of
drive [all staff have two days awareness-raising

efforts ~collateral,
intranet content; andthe
invelvement of 172 RE
Cares Champlons
acrossthe business

25% of locations involved in RE
Cares Month

eachyear for community work of
their own choosing)

s !ncrease use of Two Days volunteeri ing by 1@

¢ Expand RE Cares Champions network and create new
induction programme
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We require our suppliers to meet the high standards we set for
ourselves. Our Supplier Code of Conduct stipulates adherence to
alllaws and best practice in areas such as human rights, labour,
andthe environment. Through our Socislly Responsible Supplier
[SRS) database, in 2013, we tracked 613 critical, preferred and
strategic suppliers, and those we deem high risk according to
criteria encompassing the Corporate Executive Board's Global
Country Analysis Support Tool, human trafficking data from the
US State Department, and the Environmental Performance Index
produced by Yale University and Columbia University. The tracking
list changes year-on-year based on the number of suppliers we do
businesswithwho meetthe required criteria. We started 2013
with 51% of suppliers onthe SRS tracking list as signatories to the
Supplier Code and reached 79% 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 an additional 2,784
suppliers have signed up.

Speciatist supply chain auditors undertook 56 external audits of
high-risk suppliersin 2013. Any incidence of non-compliance with
the Supplier Code identified in the audit processtriggers a
corrective action plan with supplier remediation required on all
issues. Intheyear, we began using our external audit partner’s
Workplace Conditions Assessment template to benchmark
high-risk supplier audit performance.

We developed a new US Supplier Diversit y Planin 2013 to identify
and creste opportunities for diverse suppliers. Among its
provisionsis providing successful and nen-awarded diverse
suppliers with feedback after competitive bidding and capacity
building opportunities.

Progress

79% (487 of 613 key
suppliers}; 2,784 other
Supplier Code
Jlgnatones

78% of key suppliers as
Supplier Code of Conduct
signatories

55 external audits of highrisk
suppliers

5é completed

Plan and
implementation
process developed

Develop new USSupblier R
Diversity Plan

Supplier Code of Conductincorporated into terms and
conditions of purchase orders

Expand use of Workplace Conditions Assessment tool to
enhance high-risk supplier audits

Implement new US Supplier Diversity programme
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Ourtargetsreflect our performance and keyissues and can be
found along with full details in the 2013 Corporate Responsibility
Reportatwww.reedelsevier.com/go/CRReport.

We attained 40% of our electricity from renewable sources in
theyearandwere ranked among the top FTSE 350 companies for
disclosure and performance inthe 2013 CDP Leadership Index,
representing 722 investors with assets of $87,000bn.

Our Environmental Champions network, employee-led Green
Teams, and engagement through networks such as Publishers
database for Responsible Ethical Paper Sourcing, inform how we
address our environmentalimpact. Among them is the Reed
Elsevier Environmental Standards programme, which sets
benchmark performance levels and inspires green competition
among offices. In 2013, 77 sites (64% of key locations] achieved five
or more standards attaining green status. Reed Elsevier's Chief
Financial Officer wrote to all staff recognising their achievement
onWorld Environment Day and also identified Green Heroes
acrossthe company, nominated by their peers for their
environmental efforts,
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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 mostrecent results from independent Market
Analysis System show our share of citations in environmental 2
science represented 40% of the total market, and 81%inenergy

and fuels. Inthe year, we mapped the range of Reed Elsevier
environmental products and services which includes 490

products encompassing topics such as ocean and coastal

management, forestry, environmental law, waste management,

and trade shows on environmental engineering, renewable
energy, and water.

Progress

35% of electricity from 40% achieved

renewable energyor offsets

649 oachxeved {7/
locationsvs. 69in2012)

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

[l
S
<
D
2
o
0
@

490 products identified;
information shared
acrossthe business

Map range of Reed Elsevier
environmental products
and services

“ 45%of elec’mctty {rcm renewable energy or offsets

S 70% of key locations to achievc five ormore RE
Environmental Standards

Expand Green Heroes proqramme recognising employee
action
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R A R T A Absolute 2013
achievement achievement 2013 Intensity figure
to date todate Absolute [per £ mitlion
2015vs 2010 2013vs 2010 2013vs 2010 figure turnover)
Climate change cope | ZU% ”’.“‘?“S“Y Vﬂ,% "”0' .Himmcg?‘e ; ]‘% tC0e
N Scope 2 -10% intensity -25% -25%  111,036tC0e 18.40tC0e
Office energy use intensity ~20% intensity =26% =27% 107,951 MWh 17.89 MWh
P»:?rcs}htag@ of enérg\/ from '
Energy renewable or offset 50% absolute 40% 77,384 MWh
Avémge data centre Power '
Usage Effectiveness [PUE] 1.49 absolute 1.68 107,265 MWh
Percentage of key locations
Water inwater stressed areas
achieving usage of 10m” of
water perpersonperyear 100% absolute 67% 20 locations
Waste Waste diverted from landfill 75% absolute 69% 7,156 tonnes

We have reported on all emission sources required under the Companies Act 2006 (Strategic Reportand Directors Report),
Regulations 2013. These sources fall withinour consolidated financial statement. We do not have responsibility for any emission
sources notincluded in our consolidated statement.

We have used the GHG Protocol Corporate Accounting and Reporting Standard [revised edition} and the data has been assured by an
independent third party. Further details of methodology and the assurance statement can be viewed in the 2013 Corporate Responsibility
report atwww.reedelsevier.com/qgo/CRReport.

MEMBER OF

oren Oow.Jones
ECPi‘§> Somamabitity Sustainability
A 4" in Doliaboration with RobecoSAM &
Business in the Community CDP Performance and ECPIEthical Funds Dow Jones Sustainability
CRindex Disclosure Leadership -included indices
- Platinum status indices ~included
~included

_F

NATIONAL

) ‘ BUSINESS

FTSE4Good o
Ethibel Pioneer and FTSELBood Index UK National Business Oekom
Ethibel Excellence ~included Awards - best media company
Investment Registers - Sustainability Awards for sustainability of
~included (reconfirmed finalist 46 companies

October 2018)
Triodos @ Bank
Vigeo top 20 RobecoSAM Sustainability Triodos Sustainable Natural Capital Leaders
- Beneluxregion Yearbook 2013 Equity/Bond Fund Index
-~ media sector sustainability - Bestinclassinthe ~included
leader runnerup publishing sector

&\M%\ PO O N e By
{ay THE FULL 2013 CORPORATE

Tl

SONSIBILITY REPORT IS AVAILABLE ATWWW.REEDELSEVIER.COM/GO/CRREPORT
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) CHIEF FINANCIAL OFFICER

Chief Financial Officer’s report

Underlying revenue growthwas 2%, or 3% excluding the effects of
hiennial event cycling in our exhibitions business. Reported
revenue was £6,335m (2012: £6,116m], down 1%.

£m Change
2012 revenue 6,116
Underlying growth 136 2%/3%*
Acquisitions 69 +1%
Disposals {362 ~6%
Currency effects 76 +2%
2013 revenue 6,035 1%

Py

tuding biennial exhibition cycling.

The overallimpact of disposals in 2013 was to reduce revenues by
6%, partially offset by a 1% increase from acquisitions. There have
heen disposalsineach of our businesses, butthe effectis most
@ : T significantin Risk Solutions, where we sold the pre-employment
o . v screening business, in Business Information where we made a
number of disposals, and in Legal where Martindale-Hubbell, the
US legal directory business, was spun outinto a jointventure.
Disposals made throughout 2013 will continue to impactreported
revenues and operating profit growth rates in 2014.

Duncan Palmer
Chief Financial Officer

Theimpact of currency movements was to increase revenues by
2%, principally due to the strengthening of the USdollar, on
average, against sterling during 2013,

Underlying adjusted operating profit grew 5%. Total adjusted
operating profitwas £1,749m (2012: £1,688ml, up 4%.

£m iihangﬁ:}
2012 adjusted operating profit 1,688
Underlying growth 75 +5%
Acquisitions 11
Disposals {62) ~4%
Currency effects 37 +3%
2013 adjusted operating profit 1,749 +4%

The impact of disposals was to reduce adjusted operating profit
by 6%. Currency effects increased adjusted operating profitby 3%.

£

6,055 6,002 6,116 6,035

2010 2011 2012 2013
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Change
tant Change

2013 2012+ ate

£m £m Change  currencies  underlying
Reportedfigures
Revenue 6,035 6,116 -1% ~3%  +2%/+3%*
Operating profit 1,376 1,333 +3% +1%
Profit before tax 1,196 1,151 +4% +2%
Netprofit 1,110 1,044 +6% +3%
Netmargin 18.4% 17.1%
Net borrowings 3,072 3127
Adjusted figures
Operating profit 1,749 1,688 +4% +1% +5%
Operating margin 29.0% 27.6%
Profitbefore tax 1,572 1,472 +7% +4%
Netprofit 1,197 1121 +7% +4%
Netmargin 19.8% 18.3%
Operating cash flow 1,703 1,603 +6% +4%
Operating cash flow conversion 97% 95%

Returnoninvested capital

12.1% 11.7%

“Excluding biennial exhibition cycling.
9 YEURG

" 2012 comparative financialinformation has beer restated following the adoption ofIAS19 Employee Benefits [revised]. see the accounting policies section in the combined

financial staternents onpage 106.

Reed Elsevier use
the assocated deferred:
Underlying growthrate

axmovements. Reconciliztion between the

sale. Co

Underlying costs were up 2%, reflecting investment in global
technology platforms and launching of new products and
services, partly offset by continued process improvements.
Actions were taken across our businesces, especially Legal, to
improve cost efficiency. Total operating costs, including the
impactofacquisitions and disposals, decreased by 3%.

The net pension expense, excluding the net pension financing
charge, was £61m [2012: £89m), including settlementand
pastservice credits of £59m (2012: £20m], mainly arising from
benefits changes in the US, which will reduce future costs for
our US husinesses.

The overall adjusted operating margin of 29.0% was 1.4
percentage points higherthaninthe prioryear Thisincluded a

0.5 percentage point benefit to margin from portfolio changes as
wellas a 0.3 percentage pointbenefit from currency effects.

Interest expensewas £177m (2012: £216m). The reduction

primarily reflects the benefit of term deb refinancing at lower rates.

adjustedand underlying figures 2s additional performance measures. Adjusted figures primarily exclude items retated to acqui
ted and adjusted figures are setoutin note 10 to the combined fina
4 5 he results of allacquisitions and disposals made in both the year and prior ye
istantcurrency growth rates are based on 2012 fullyear average and hedge exchange rates

sitionsand disposals, and
P
26.

ald for

ntsonpa

arand asset

Adjusted profit beforetaxwas £1,572m {2012: €1,472m), up 7%,
and up 4% atconstant currencies, reflecting the increase in
adjusted operating profits and lower interest expense.

The adjusted effective tax rate on adjusted profit before tax was
23.5%, inline withthe prioryear. The effective tax rate excludes
movements in deferredtaxation assets and liabilities related to
goodwill and acquired intangible assets, and includes the benefit
of taxamortisation where available on those items. Adjusted
operating profits and taxation are grossed up for the equity share
of taxes injointventures.

The application of tax law 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 these discussions cannot be predicted, no significant
impact on the financial position of Reed Elsevieris expected.

The adjusted net profit attributable to shareholders of £1,197m
[2012: £1.121m}was up 7%, and up 4% at constant currencies.

o ggee 1749
1555 1626 LOBE

2010 201 2012 2013

* 2012 restated for IAS19.

29.0%

S DRI UK - .

2010 201 2012 2013

* 2012 restated for 1AS19
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f’%@perl@zﬁope‘ ing profit, after amortisation of acquired
1

tsand acguisition related costs, was £1,376m

?8”'7 { 1,333ml.

espect of acquired intangible assets,

ng the she nortisation injoint ventures, amounted to
£318m {2012: £329m). Ac qu sition related costs were £43m (2012
£21m}, including a char rdeferred consideration ;;aymmts
required to be expensed ur @r’EFF%S

fit beft

isationchargeinr

areofar

The reported pro etaxwas £1,196m [2012: £1,15Tm].

2013 2012
Adjusted profit before tax 1,572 1,472
Amortisation of acquired intangible a {318} (329
Acquisition related costs {43) {21
Reclassification of taxin jointventures 12} {5)
Net pension financing charge (19} {11
Disposals and other non-operating items 16 45

Reported profitbefore tax

Reported net fine “osts include a charge of £19m [2012: £11m]
inrespect of the defined benefit pension schemes. Net pre-tax
disposal gains were £16m [2012: £45ml ar sing froma gainonthe
sale of Risk Solutions pre-employment screening business, offset
by anetloss onother als, Thof,“woro offset hy arelated tax
charge of £34m (2012

S8m credit],

2013 2012

£m ‘.3”‘.77

2d tax charge {370} {346}

Taxon disposals and other non-operating items {34 58
Deferred tax credits fromintangible assets 300 84
Excep zomatpmoryed rtax credit - 96
Otheritems 23 b
Reported tax charge {81 {102)

1,196 1,151

The reported tax charge was £81m (2012: £102m]. This included
adeferred tax credit of £221m arising on the alignment of certain
busine setswith their global management structure. The
reported netprofit attr:bu{cbié o the parent companies’

110m (2012 £1.044m1.

shareholders was €1

Adjusted operating cash flowwas £1,703m (2012: £1,60 3m), up 6%
comparedwith the prioryear and up 4% at constant currencies.
Adjusted operating cash flow conversion was 97% (2012: 95%}.

2013 2012
£m ‘{:[\'s

Adjusted operating profit 1,749 1,688

Capital expenditure (308} {333]
Depreciation and amortisation of internatly

developed intangible assets 2469 227

Working capitat and cther items 13 21

Adjusted operating cash flow 1,703 1,603
Cash flow conversion 97% 95%

Capital expenditure was £308m (2012: £333m), including £251m
[2012: £263m)in respect of capitalised development costs. This
reflects sustained investment in new products and related
infrastructure, particularly in the Legal business. Depreciation and
amortisation of capitalised development costs were £249m (2012:
£227m). Capital expenditure was 5.1% of revenue (2012: £5.5%].
Depreciation and amortisation were 4.1% of revenue [2012:3.7%.

Free cash flow - after interest and taxation - was £1,161m (2012:
£1.098m) before acquisition related spend and cash flows relating
to prior year exceptional restructuring programmes. Cashtaxes
paidwere £347m (2012: £281m), reflecting increased taxable
profits, predominantly in the US.

Payments made in respect of acquisition related costs al mounted
to £28m (2012: £37m). Payments for exceptionatrestructuring
programmes from prioryearswereUZm{2072:£25mi,
principally property costs.

Free cash flow before dividends was £1,131m (2012: £1,075m].
Ordinary dividends paid to shareholders in the year, being the 2012
finaland 2013 interim dividends, amounted to £549m (2012:
£521m}. Free cash flow after dividends was £582m (2012: £554m).

12.1%

11.7%*

2013

2010 200 2012

* 2017 restated for IAS19

97%

98%

93% 5%

2010 201 2012 2013
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2013 2012

£m £m

Adjusted operating cash flow 1,703 1,603
Interest paid {195} [224)
Tax paid {347) (281
Acquisition related/restructuring costs* {30) (23]
Free cash flowbefore dividends 1,131 1,075
Ordinary dividends {549] (521
Free cash flow post dividends 582 554

*including cash tax relief

Cashspentonacquisitions was £221m {2012: £316m), including
deferred consideration of £21m (2012: £30m] on pastacquisitions.
Spend onventure capital investments was £10m [2012: £7m).

Total censideration from disposal transactions closed in 2013 was
£331m, including £6min respect of freehold properties. The net
cashreceivedinthe calendaryear from business disposals, after
timing differences and separationand transaction costs, was
£195m (2012: £160m). Nettax paid inrespect of disposals was
£25m (2012: tax recovered £26m).

Share repurchases bythe parent companiesin 2013 were £600m
{2012: £250m], with a further £100m repurchased in 2014 as at
26 February. Proceeds fromthe exercise of share options were
£125m (2012: £48m).

2013 2017

£m £m

Netdebtat 1 January {3,127} (3,433
Free cash flow post dividends 582 554
Netdisposal proceeds 195 160
Acquisitions {231} (323}
Share repurchases {600} (250)
Net proceeds from share options exercised 125 48
Other* {44) 10
Currencytranslation 28 107
Netdebtat 31 December {3,072} (3,127)

*Cashtaxrelief/payments on disposals, distributions to minorities and finance teases.

95

Debt

Netborrowings at 31 December 2013 were £3,072m, adecrease of
£55msince 31 December 2012. The majority of our borrowings are
denominated in US dollars and the strengthening of sterling
against the dollar since the start of the year resulted in slightly
lower net borrowings when translated atyear-end rates. Excluding
currency translation effects, net borrowings decreased by £27m,.
Expressedin USdollars, net borrowings at 31 Decernber 2013 were
$5,089m, in line with the prioryear.

Gross borrowings after fair value adjustments at 31 December
2013 amountedto £3,281m (2012: £3,892m). The fair value of
related derivative assets was £77m (2012: £124m). Cash balances
have been reducedto £132m [2012: £641m), increasing the
efficiency of our balance sheet.

The effective interest rate on gross borrowings was 4.8%in 2013,
down from 5.6% in the prioryear. As at 31 December 2013, after
taking into accountinterestrate and currency derivatives, atotal
of 57% of Reed Elsevier's gross borrowings were at fixed rates with
aweighted average remaining life of 6.0 years.

The ratio of netdebtto 12 months trailing EBITDA [adjusted
earnings before interest, tax, depreciation and amortisation] as at
31 December 2013 was 2.1x (31 December 2012: 2.2x) on a pensions
and lease adjusted basis. On an unadjusted basis net debt to
EBITDAwas 1.6x {31 December 2012: 1.7x].

Liquidity

During July 2013, Reed Elsevier's committed bank facility,
maturing in June 2015, was cancelled and replaced with a new
$2,000m facility, maturing in July 2018. This back-up facility
provides security of funding for short-term debtissuance and
isundrawn.

InMarch 2013, $309m of US dollar denominated fixed rate term
debt maturing in January 2019, with a coupon of 8.625%, was
exchanged for $389m of the 3.125% term debt due in 2022 and cash.
InJune 2013, $282m of Swiss franc denominated fixed rate term
debtduein 2018 was issued ata coupon of 1.0%.

InDecember 2013, $461m of US term debt maturing in January
2014 was redeemed, taking advantage of the make-whole election.

Reed Elsevier has ample liquidity and access to debt capital markets,
providing the ability to repay or refinance borrowings as they mature
and to fund ongoing operational requirements.

3,455 3,433
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2013 2012

- £m {:r}”

Goodwill and acquired intangible assets™ 6,980 7173

Internally developed intangible assels” 720 647

Praoperty, olant and equipment® R

perty b ot 454 443
andinvestments

s held forsale 18 201

Net pension obligations {379) {466]

Working ¢ 11,156} (1,139

Netmpﬁz employed 6,637 5,859

Dsation

yandamor

Net capital employed was £6,637 December 201312012

£6,859m), adecrease of £222m.

31

The carrying vatue of goodwill and acquired intangible assets fell
by £193m, reflecting the annual amortisation charge, divestments
and currency effects, partly offset by acquisitions in 2013.
Anamount of £133mwas capitalised in the year reflecting
acquired intangible assets and £157m was recorded as goodwill.

Devel owmzmtm sts of £251m (2012: £261m]) were capitalised
nternally inwiow»xd’z tangible assets, most notably
nd related infrastructure inthe

withi

investment in new products

Netpensionnbl

igations, 1.e. mnw obligations less pension
casedto £379m (31 Decen ri2b12:i.4£w(xm;\ There
it of £219rm (31 December 2012: £306m} inrespect of

s funded atthe endof

assets, dec

was a defic
fundedschem
the yearonanlFRS bassée.’.“ > lower de
svalues during 2013 and benefits cha

ichwereon averaq

itreflectsimprovements
inges inthe US.

inas

gative working capital, driven byadvancoc‘»rem iptsinour

“iption and exhibition businesses, was largely un <,ﬂq“d
,?ES(:m
Gross capital employed at 31 December 2013 was £11,155m

(2012: £11,338m] after adding back accumulated amortisation
andimpairment of acquired intangible assets and goodwill.

The decrease of £183m principally reflects business divestments
and currency effects.

t-tax return on average invested capitalin the yearwas
2012:up basedon
:d operating profit ctive
2 and the average of th \cqfo%ﬂdp ital emiployed at the
the year, retransiated at the average
tes, adjustedtoexclude the grossupto qoo fwillin

e silit ablished on acquisitions in
seinthereturn reﬂec!s

4 percentage points as restated]. Thisis
s forthe year, less tax at the effe

beginning and end ot

respect of
relationtointa

the improved tr

Structure

Elsevier Reed Finance BV, the Dutch parentcompany of the
Fisevier Reed Finance BV group ("ERF"}, is directly owned b\,f
Reed Elsevier PLC and Reed Elsevier NV. ERF provides treasury,
finance, inteliectual property andreinsurance 5ev*vm>smthe
Reed Elsevier Group plc businesses through its subsidiaries in
Switzerland: Elsevier Finance SA{"EFSA™), Reed Elsevier
Properties SA{"REPSA™} and Elsevier Risks SA[TERSA"]
three Swiss companies are organised under one Swiss holding
company, which is in turn owned by Elsevier Reed Finance BV.

These

Activities

EFSAis the principal treasury centre for the Reed Elsevier
combined businesses. itis responsible for allaspects of treasury
advice and support for Reed Elsevier Group plc's businesses
operating in Continental Europe, Latin America, the PacificRim,
India, China and certain other territories, and undertakes foreign
exchange and derivatives dealing services for the whole of Reed
Flsevier. EFSAalsoarranges or directly provides Reed Elsevier
Group ple businesses with financing for acquisitions, product
development and other general requirements and manages cash
pools, investments and debt programmes on their behalf.

REPSA actively manages intellectual property assets including
trademarks such as The Lancet and databases such as Reaxys and
PharmaPendium. ERSAis responsible for reinsurance activities
for Reed Elsevier.

Major developments

In 2013, EFSAwas active inarranging the financing and foreign
currency contracts for Reed Elsevier Group plc companies related
to cross border dividends and acquisitions. EFSAissued $282m
sf term debt notes in June 2013, It negotiated and advise

Reed Elsevier Group plc companies ona number of banking and
cash management arrangements in Continental Europe and
Asia and continued to advise on treasury matters, including
interest rate and foreign currency management and certain
other financial exposures.

The average balance of cash under management by EFSAIn 2013,
onbehalf of Reed Elsevier Group plc and its parent companies,
was approximately US$0.4bn [2012: US$0 5bn].

Liabilities and assets

At 31 December 2013, 85% (2012: 82%] of ERF's gross assets
were held in US dollars and 10% (2012: 17%] in euros, including
US$8.2bn (2012: US$8.4bn) and €0.5bn [2012: €0.6bnlinloans
to Reed Elsevier Group plc subsidiaries. Loans made to

Reed Elsevier Group plc businesses are funded from equity.
long-term debt of US$1.9bn and short-term debt of US%0.3bn
backed by committed bank facilities. Sources of long-term
debtinclude Swiss domestic public bonds, eure notes, bilateral
term loans, private placements and syndicated bank facilities.
Short-term debtis primarily derived from eurc and US
commercial paper programmes.
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2013 2012%
Reed Elsevier PLC £€m £m Change
Reported net profit 572 538 +6%
Adjusted net profit 633 593 +7% +4%
Reported earnings pershare 48.8p 44.8p +9%
Adjusted earnings per share 54.0p 49.4p +9% +7%
Ordinary dividend per share 24.6p 23.0p +7%
Reed Elsevier NV €m Em
Reported net profit 655 642 +2%
Adjusted net profit 707 689 +3% +4%
Reported earnings per share €0.91 €0.87 +5%
Adjusted earnings pershare €0.99 €0.94 +5% +7%
Ordinarydividend per share €0,506 €0.467 +8%

* 2012 comparative financial information has be
parent company consolidated financial staterments on page 164 and page 184

Thereported earnings pershare for Reed Elsevier PLC
shareholders was 48.8p{2012: 44 .8p}and for Reed Elsevier NV
shareholders was €0.91(2012: €0.87}, reflecting the improved
trading performance and deferred tax credits.

Adjusted earnings persharewere up 9% at 54.0p {2012: 49.4p) and
5% at€0.99(2012: €0.94) for Reed Elsevier PLC and Reed Elsevier
NVrespectively. At constant rates of exchange, the adjusted
earnings pershare of both companies increased by 7%.

The equalised final dividends proposed by the respective Boards
are 17.9bp per share for Reed Elsevier PLC and €0.374 per share
for Reed Elsevier NV, 6% and 11% higher respectively against the
prioryear final dividends. This gives total dividends for the year of
24.60p(2012:23.0p) and €0.506 (2012: €0.467), up 7% and 8%
respectively. The difference ingrowth rates in the equalised final
dividends, and inthe earlierinterim dividends, reflects changes in
the euro: sterling exchange rate since the respective prior year
dividend announcement dates.

en rastated following the adoption of IAS19 Employee Benefits [revised], see the accounting policies section in each of the

Dividend cover, based on adjusted earnings per share and the
totalinterim and proposed final dividends for the year, is 2.2x
[2012:2.2x) for Reed Elsevier PLC and 2.0x {2012: 2.0x] 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 while maintaining dividend
cover [defined as the number of times the annual dividend is
covered by the adjusted earnings pershare] of at least two times
overthe longerterm.

During 2013, 41.9m Reed Elsevier PLC shares and 25.2m Reed
Elsevier NV shares [including R shares) were repurchased. As at
31 December 2013, sharesinissue for Reed Elsevier PLC and
Reed Elsevier NV respectively amounted to 1,157.4m and 709.7m.
Afurther 6.0m Reed Elsevier PLC shares and 3.5m Reed Elsevier
NVshares have beenrepurchased in January and February 2014.

Reed o sevier NV
pence €
Growth +9% Growth +5%
0.94 0.99
2012 2013

Growth +7%
23.0 24.6 0.467

Growth +8%
0.506

2012 2013 2012 2013
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The combined fi
with International Finant
the European Unionandasi
Standards Board follow] ﬂq the accounting polic
pages 10210 107.Th ounting pelicies an dcmmair\%whsrh
require th ’3(‘3@&315}@!‘;”\(‘ ntjudgernen nt relate to the valuation of
goodwill and intangible assets, the capitalisation of development
s provided in the accounting

nancial staterments are prepared in accordance
al Reporting Standards as adopted by
ssued {vytne‘mmﬂ honat ceounting

25 shown on

costs and taxation. Further detail is

5105 and 106,

Amendments to 1AS19 - Employee Benefits

With effect from 1 January 2013,1A519 Employee Benefits

lia changed the methodology usedin the
calculation of the net pension financing credit or charge in retation
to def it pension schemes, Under the revised standard,
pension asset returns included within the net pension financing
creditor charge are calculated by reference to the discount rate of
high-gquality corporate bonds [being also the discountrate applied
inthe calculation of pension obligations} and are no longer based
on the expected returns on scheme assets. The effectis to reduce
urns recognised in the income statement.

{revised} inter

IAS19 {r
combined sta
flows. The m“'tpenmcmmamtmg
within net finance costs in Reed Elsevier's combined income
staternent, rather than within operating profitas previousty

sed standard may introduce greater
statement, the net pension financing credit
ted figures used by

revised) has had no impacton Reed Elsevie
nosition and statement of cash
edit or charge is now presented

Adoption of

ternent of financial

the revi

ad. (vzvem that

atilitytotheincome s
clugedfromthe

or chareg
ReedE

ge has been ex adju

Elsevier as additional performance measures.

Asre

beenrestated

e revised standard, comparative figures have
nded 31 December 2012, operating
wd netfinance costs are £11mhigherthan
sted basis, profit before taxis

dired underth
Fortheyes

25m lower an
Onanadju

profitsare £
previously reported
£25m lower.

tsand costs across the
business, Reed Elsevier will introduce a new method for the
allocation of corporate and shared costs from Jawa"y 2014,

Fotlowing a review of activities, asse

Previously unatlocated items will be attributed to the bus iness
areas, as will costs relating to shared activities and resources, on
hf: hasis of benefits accrued. This new allocationreflects an
reased level of shared resources and capitalised costs. Had thi
eJmetbodota‘korauonbeenappteddurmgQU? twould have

esulted in the adjusted operating profit figures shown below.

Newmethod Oldme
2013
) £m
Adjusted operating profit
Scientific, Technical & Medical 787 826
Risk Solutions 401 414
Business Information 106 107
Legal 250 238
Exhibitions 210 213
Unatlocated items {5} [49)
1,749 1,749

The Boards of Reed Elsevier PLC and Reed Elsevier NV have
requested that Reed Elsevier Group ple and Elsevier Reed Finance
BV have due regard to the best interests of Reed Elsevier PLC and
Reed Flsevier NV shareholders inthe formulation of treasury
policies. Financialinstruments are used to finance the Reed
Elsevier businesses and to hedge transactions. Reed Elsevier’s
businesses 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 ma naging
each of these risks and the Boards of Reed Elsevier Group plcand
Elsevier Finance SAagree policies (in line with parent company
guidelines) for their respective business and treasury centres.
Asummary of these policies is given below.

Capital and liquidity management

The capital structure is managed to support Reed Elsevier's
objective of maximising long-term shareholdervalue through
appropriate security of funding, ready access to debt and capital
markets, cost effective borrowing and flexibility to fund business
and acquisition opportunities while maintaining appropy jate
leverage to ensure an efficient capital structure.
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Overthe long-term, Reed Elsevier seeks to maintain cash flow
conversion of 90% or higher and credit metrics thatare consistent
with asolid investment grade credit rating. The typical credit
metrics are netdebtto EBITDA, ona pensions and lease adjusted
andonanunadjusted basis, and free cash flow as percentage of
netdebt.

Reed Elsevier's uses of free cash flow over the longer-term
balance the dividend policy, selective acquisitions and share
repurchases, while retaining the balance sheet strength to
maintain accessto cost effective sources of borrowing.

The balance of long-term debt, short-term debtand committed
bank facilities is managed to provide security of funding, taking
into accountthe cash generation cycle of the business and the
uncertansize and timing of acquisition spend. Reed Elsevier
maintains a range of borrowing facilities and debt programmes
fromavariety of sources tofund its requirements at short notice
and at competitive rates. Consistent with the significance of Reed
Elsevier Group plc's US operations, the majority of debt is
denominatedin US dollars. The policyis that no more than
US$1.5bn of term debtissues should mature inany 12-month
periodand no more than U$$3.0bn inany 36-month period. In
addition, minimum levels of borrowings with maturities over three
and five years are specified, depending on the level of net debt and
free cash flow. Fromtime totime, Reed Elsevier mayredeem term
debtearly or repurchase outstanding debtinthe open market
depending on market conditions.

Therewere no changes to Reed Elsevier's long-term approach to
capitaland liquidity management during the year.

interestrate exposure management

Reed Eleevier'sinterestrate exposure management policy aims to
reduce the exposure of the combined businesses to changesin
interest rates at efficient cost. To achieve this Reed Elsevier uses
fixed rate termdebt, interestrate swaps, forward rate agreements
and interest rate options, Interest rate derivatives are used only to
hedge anunderlying risk and no net market positions are held.

Aftertaking into accountinterest rate and currency derivatives,
at31 December 2013 interest expense was fixed on 57% of Reed
Elsevier's gross borrowings which had a weighted average
remaining life of 6.0 years.

59

Foreign currency exposure management

Translation exposures arise on the earnings and net assets of
business operationsin countries other than those of each parent
company. Some of these exposures are offset by denominating
borrowingsinUSdollars. Currency exposures ontransactions
denominatedinaforeign currencyare 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 for transactions expected to
occur during the next 24 months (50 months for the Scientific,
Technical & Medical subscription businesses] within limits
defined according to the period before the transaction is expected
to become contractual. Covertakes the form of foreign exchange
forward contracts.

Asat31 December 2013, the amount of outstanding foreign
exchange cover against future transactions was £1.3bn
[2012: €£1.2bn).

Creditrisk

Reed Elsevier has a credit exposure for the full principal amount of
cashand 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
principalamount being hedged. Credit risks are controlied by
monitoring the credit quality of counterparties, principally
licensed commercial banks and investment banks with strong
long-term credit ratings, and the amounts outstanding with
eachofthem.

Reed Elsevier treasury policies do not allow concentrations of
risk with individual counterparties and limit significant treasury
exposureswith counterparties which are rated lower than A-/A3
by Standard & Poor’s, Moody’s and Fitch. At31 December 2013,
cashand cash equivalents totalled £132m, of which 90% was held
with banks rated A-/A3 or better.

Duncan Palmer
Chief Financial Officer
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60  Fenoea

Principal risks

Reed Elsevier has established risk management practices that
are embedded into the operations of the businesses, based an the
of

fram @‘v\/m’k ir ernal controlissued by the Committe

Sponsor bns of the Treadway Commission [COS0J.
The prin ing R \A@GE sier, which have been

nd Boards, are described
daffectour

const dﬂr e i L;yl e ’\uu tComm
below. Itis not possible to identif
5 uker‘ to mitigate the risks ‘iébulc‘ed
ssurance that }
‘,

veveryrisk that could

businesses, and the actic
helow cannot provide ab

ute ariskwitl not

our business or financial

naterialise and/or adversely affe

performance. Our risk management and internal control
processes are described inthe Structure and Corporate
Governance section. A description of the businessand a
discussion of factors affecting performance is set out in the Chief
Executive Officer's reportand Business Review. Financial risks
are discussed in the Chief Financial Officer's reportandinnote 18
to the combined financial statements. Our approachto managing
environmental and other non-financial risks is setoutinthe
Business Review and the separate Corporate Responsibility
Report. Important specific risks identified include:

Risk Descriptionandimpact Mitigation

Economy and Demand for our products and services maybe  Ourbusinessesare focused on professional markets which have

market impacted by factors s the economic generally been more resilient in periods of economic downturn.

conditions environmentinthe US, Europe and other We deliver information solutions, many on a subscription basis,

major econom ',ovorr\m(m‘ funding. which are important to our customers’ effectiveness and

efficiency. We have extended our position in long-term global
growth markets through organic new launches su pported by the
selective acquisition of small contentand data sets “We continue to
dispose of businesses thatno longer fitour strategy.

Intellectual We actively engage in developing and promoting the legal

propertyrights protection of intellectual property rights. Our su bscription

delivered throughavari e'”c) m(‘dla \Nerety
pyright, patentand other
al propertylaws to establishand

ietaryrightsinth
rvices. Thereisariskthatour
could be challenged,

ontradery
intell

ese

protectourpropr

fated or circumvented which
and pricing of our

may im pa
pnd ucts and services.

Dataresources Anumberof our businesses rely extensively
ye
upon content and data from external sources.

obtained from public records,

governmental authorities, customers and

otherinformation companies, including
competitors. The disruption or loss of data
sources, either because of changes in the law
ort se data suppliers decide not to supply
thumrou(cﬁadver%e affect our products and
services.

Our scientific, technicat and medical {STM]
cations, like those of mostof our

Paid
subscriptions primary pubti
competitors, are published largely on a paid
ription basis. There is debate in the
government, academicand library
communities, which are the principal

STM publications
regarding whether such publi cat;ons should
be funded instead through fees charged to
authors or authors funders and/ormade
lable afte
publication. If these methods of STM
publishing are widely adopted or mandated, it
could adversely affect our revenue from paid
iption public

stomers forour

freely ava ra period following

subsc ations.

=

contracts with customers contain provisions regarding the use of
proprietary content.
We are vigilant as to the use of our content and, as appropriate,

take legal action to chatlenge illegal distribution sources.

We %€ek asfaras posstb‘stu ave proprietary content. Where
content is supplied to us by third parties, we aim to have contracts
which provide mutual commercial benefit. We also maintainan
active dialogue with regulatory authorities on privacy and other
data related issues, and promote, with others, the responsible

use of data.

V‘JP engage mxtensxvelywnth stakeholdersin fhe STM community to
better understand their needs and Gelwer value tothem Weare
open to serving the STM community underany payment model
that can sustainably provide researchers with the critical
information tools that they need. We focus onthe integrityand
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 data more
accessible and actionable; and we ensure vigilance on plagiarism
and the long-term preservation of research findings
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Description and impact
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Mitigation

Reed Elsevier's businesses are dependenton
the continued acceptance by our customers of
our products and services and the value
placed onthem. Failure to meetevolving
customer needs could impactdemand for our
products and consequently adversely affect

Our businesses operate in highly competitive
markets, which continue to evolve inresponse
totechnologicalinnovations, changing
legislation, regulatory changes, the entrance
of new competitors and other factors. Failure
toanticipate market trends could impact the
competitiveness of our products and services
and consequently adversely affect our

We regularly make small acquisitions to
strengthen our portiolio. If we are unable to
generate the anticipated benefits suchas
revenue growth, synergies and/or cost
savings associated with these acquisitions
this could adversely affect return oninvested
capital and financial condition.

We are focused onthe needs and economics of our customers and
seek to provide contentand innovative solutions that help them
achieve better outcomes and enhance productivity.

We continuously invest significant resources in our products and
services, and the infrastructure to support them. We gain insights
into our markets, evolving customers’ needs, the potential
application of new technologies and business models, and the
actions of competitors. These insights inform our market
strategies and operational priorities.

Acquisitions are made within the framework of our overall
strategy, which emphasises organic development. We have a well
formulated process for reviewing and executing acquisitions and
for managing the post-acquisition integration. This processiis
underpinned with clear strategic, financial and ethical criteria. We
closely monitor the integration and performance of acquisitions.

Mitigation

Ourbusinesses are dependent on electronic
platforms and networks, primarily the
internet, for delivery of products and
services. These could be adversely affected if
our electronic delivery platforms or networks
experience a significant failure, interruption,

Our businesses maintain databases and
information online, including personal
information. Breaches of our data security or
failure to comply with applicable legislation or
regulatory or contractual requirements could
damage our reputation and expose ustorisk
of loss ar litigation and increased regulation.

Ourorganisational and operational
structures are dependent on outsourced and
offshored functions. Poor performance or
failure of third parties towhom we have
outsourced activities could adversely affect
our business perforimance, reputation and

Risk
Customer
acceptance of
products

ourrevenue,
Competition

revenue.
Acquisitions
Risk Descriptionandimpact
Technology
failure

orsecurity breach.
Datasecurity
Supply chain
dependencies

financial condition.
Talent

Theimplementation and execution of our
strategiesand business plans depend onour
ability to recruit, motivate and retain
high-quality people. We compete globally and
across business sectors for talented
managernent and skilled individuals,
particularly those with technology and data
analytics capabilities. Aninability to recruit,
motivate or retain such people could
adversely affectour business performance.

We have established procedures forthe protection of our
technology assets. Theseinclude the development of business
continuity plans, including IT disaster recovery plans and back-up
delivery systems, to reduce business disruption in the eventof 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 personaldatais protected and that we comply with
relevant legislation, regulatory and contractual requirements,

We select ourvendors 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 disruptioninthe 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
besttalentavailable 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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i amning RIGKS

Risk

ANCIAL REVIEW
PRINCIPAL RISKS

Description and impact

Mitigation

Pensions

Tax

Treasury

We operate a number of pension schemes around the
world, Historically, the largest schemes have been local
versions of the defined benefit type inthe UK, the USand
the Netherlands. The assets and obligations associated
with those pe schemes are sensitive to changes
inthe marketvalues of assets and the market related
assumptions used tovalue scheme liabilities. Adverse
changes tointer slia assetvalues, discountratesor
inflation could increase future pension costs and
funding requirements.

Ourbusinesses operate globallyand ourearnings are
subject to taxation in many differing jurisdictions and at
differing rates. We seek to organise our affairsin atax
efficient manner, taking account of the jurisdictions in
which we operate. However, tax laws that apply to Reed
Elsevier businesses may be amended by the relevant
authorities or interpreted differently, which could
adversely y affectour reportedresults.

The Reed Flsevier combined financ xalftatemem are
expressed in pounds sterling and are subjectto
movernents in exchange rates onthe translation of the
financial information of businesses whose operational
currencies are other than sterling. The USis our most
important market and, accordingly, significant
ons in the US dollar exchange rate could
reported results.

o

fluctuatio

£

significantly affectour

Macro econornic, political and market conditions may
also adversely affect the 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 a regular basis with the assistance of
independent actuaries and ensure thatthe funding
plans are appropriate.

We have clear and consistent tax policies and tax
matters are dealt with by a professional tax function,
supported by external tax advisors. We maintain an
open dialogue with the relevant tax authorities and are
vigilantin ensuring that we comply with tax legistation.

Reed Elsevier's approach to funding and management
of interest rate and foreign currency exposures is
described on pages 58 and 59. The approach to the
management of financial risks is described in note 18
to the combined financial statements.

Risk

Descriptionand impact

Mitigation

Ethics

Environmental

As aworld teading provider of professionatinformation
solutions to the scientific, technical & medical, risk
solutions & business information, legal, and exhibitions
markets we are expected to adhere to high standards of
independence and ethical conduct. Abreach of
generally accepted ethical business standards could
adversely affect our business performance, reputation
anc H nanci ﬂhondmon

sses have animpacton Lhe envs(onn\ent
ythrough the use of energy and water, waste

princip
generation and i inour supply chain, through paper use
snd print and production technologies. Failureto

manage our environmental impact could adversely

our reputation.

The Reed Elsevier Code of Ethics and Business Conduct
is provided to every employee and is supported by
training. It encompasses such topics as fair competition,
anti-bribery and human rights and encourages open
and principled behaviour. We have well established
processes for reporting and investigating instances of
unethicat conduct. Qur major suppliers are required to

~adoptour Supplier Code of Conduct.

We are committed to reducing these envnmmrwentat
impacts by imiting resource use and efficiently
employing sustainable materials and technologies.

We require our major suppliers and contractors to meet
the same objectives. We seek to ensure that all Reed
Elsevier businesses are compliantwith relevant
environmental regulation.

The Strategic Report, as set out on pages 2 to 62, has been approved by the Board.

By order of the Board R@ai@tered Office
Henry Udow 1-35trand
Company Secretary London

26 February 2014 WC2ZN5JR
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Executive Officer since 2009
s Chief Executive Officer

Appointed: Chief
Joined Reed &
of Elsevierin 2004.

Nationatity: Swedish
Pastappointments: Prior to joining Re
Elsevierwas a partner at General Atlantic
Partners. Before that was Presidentand Ch
Operating Officer of Random House Incand,
hefore its mergerwith Random House
President and Chief Executi
y Dell, North Amer

aconsultantwith McKinsey, Served

asaNon

Svenska Cellulo
Education: HoldsaBSchro
of B s, an MSc fromt
of T
MBA from Harvard Bus
Fulbright Scholar

Appointed: 2012
Nationatity: Britishand Am
Other appointments: Non-
of Oshkosh Corporati
Pastappointments: P 3 j0in
Elsevierwas Chief Financial Officer and Senior
P
ny
positions within Roy
inthe UK, the Netherlan .
Education: Holdsan MA in Mathematics from
Cambridge Universityandan MBAfrom
Stanford University, and is a UK-qualified
Chartered Management Accountant

ent of Owens Corning fne. from 2007

<
b
fod

Non-Executive Directors

Anthony Habgood {67}
Chairman

Appointed: 2009

Nationality: British

Other appointments: Chairman of Whitbread plc,
Preqin Holding Limited and Norwich Research
Partners LLP.

Pastappointments: Chairman of Bunziplcand
of Métnlycke Health Care Limited and served
Chief Executive of Bunzl ple, Chief E i
Tootal Group plcand a Director of The Boston
Consulting Group. Formerly Non-Executive
Director of Geest plc, Marks and Spencerple,
National Westminster Bank plc, Norfolkand
Norwich University Hospitals Trust,

Powergen plc, and SYG Capital ple.

Education: Holds an MAin Economics from

ige Universityand an MSin Industrial
Administration from Carnegie Mellon University.
Heis a visiting Fellow at Oxford University.

Cambrid

Marike van Lier Lels (54)
Non-Executive Director
of Reed Elsevier NV

Appointed: 2010

Nationality: Dutch

Other appointments: Member of the Supervisory
Boards of KPN NV, USG People NV, TKH Group
NV and Eneco Holding NV, and a member of the
Executive Committee of the Aegon Association.
Amember of various Dutch governmental
advisory beards.

Pastappointments: Member of the Supervisory
Board of Maersk BY, Executive Vice President
and Chief Operating Officer of the Schiphol
Group. Priortojoining Schiphol Group, was a
memberof the Executive Board of Deutsche
Post Euro Express and held various senior
positions with Nedlloyd.

Wolfhart Hauser (64] :
Chairman of the Remuneration Committee

Appointed: 2013

Nationatity: German

Other appointments: Chief Executive Officer

of Intertek Group ple.

Past appointments: Chairman of
Dragenopharm GmbH & Co AG from 2002 to
2006. Priorto that he was Chief Executive Officer
of TUV Suddeutschland between 1998 and 2007
and Chief Executive Officer of TUV Product

rvedasa

Service GrbH for 10y
Non-Executive Director of Logica Plcand
intertek Group pic before his current position
atthe company.

Robert Polet 58]
Non-Executive Director

Appeinted: 2007

Nationality: Dutch

Other appointments: Chairman of Safilo Group
S.p.A.and a Non-Executive Director of Philip
Morris International Inc, Witliam Grant & Sons
Limited, Scotch and Soda NVand Crown Topco
Limited, parent company of Vertu, Member of
the Supervisory Board of Nyenrode Foundation,
Pastappointments: President and Chiel
Executive Officer of GucciGroup from 2004

to 2011, having previously spent 26 years at
Unilever working inavariety of marketing

and senior executive positions throughout

the world, including President of Unilever’s
Worldwide lce Crearnand Frozen Foods
division. Formerly a Non-Executive Director

of Wilderness Hotdings Limited.




Reed Elsevier

Adrian Hennah (54)
Non-Executive Director

Appointed: 2011

Nationality: British

Other appointments: Chief Financial Officer

of Reckitt Benckiser Group plc.
Pastappointments: Chief Financial Officer

of Smith & Nephew plc from 2006 to 2012, Before
thatwas Chief Financial Officer of Invensys plc,
having previously held various senior finance and
management positions with GlaxoSmithKline
for 18years.

i
s
i

L
Linda Sanford {61}
Non-Executive Director

Appointed: 2012

Nationality: American

Other appointments: Senior Vice President,
Enterprise Transformation, IBM Corporation.
Servesonthe board of directors of The Business
Council of New York State and the Partnership
for New York City. Alsoserves onthe board of
trustees of the State University of New York,
StJohn's University, Rensselaer Polytechnic
Institute and the New York Hall of Science.
Pastappointments: Non-Executive Director
of ITT Corporation untit May 2013,

Annual Reports and Financial Statements 2013 6 5
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Lisa Hook [55)
Senior Independent Director

Appointed: 2006

Nationality: American

Otherappointments: Presidentand Chief
Executive Officer of Neustar Inc and a Director
ofIstand Press.

Pastappointments: Presidentand Chief
Executive Officer at Sun Rocket Inc. Before that
was President of AOL Broadband, Premium and
Developer Services. Priortojoining AOL, was a
founding partneratBrera Capital Partners LLC.

Previously Chief Operating Officer of Time 2
Warner Telecommunications and has served as %
=

senioradvisortothe Federal Communications
Commission Chairman and a senior counsel

toViacom Cable. Formerly a Directerof The
Ocean Foundation.

SIUBLIDACY

Board Committee Membership

Benvander Veer (62}
Chairman of the Audit Committees Audit Committees: Reed Elsevier Group plc, Reed

Elsevier PLC and Reed Elsevier NV

Appointed: 2009

Nationality: Dutch

Other appointments: Member of the Supervisory

Boards of Aegon NV, TomTom NV and Koninklijke

FrieslandCampina NV.

Pastappointments: Chairman of the Executive :

Board of KPMG in the Netherlandsand a Both of the Executive Directors are directors of ip

member of the Management Committee of the 22:3 Szgi:ﬁ?“pp“'RGGUEESGV‘” PLCand 3

KPMG Internationat board until his retirement . '

in 2008, having joined KPMG in 1976. Formerlya en ‘ g

member of the Supervisory Board of Siemens Reed Elsevier :’jl‘-/ Allofthe Om.ef Non-Ex
Directorsare directors of Reed Elsevier Group ple,

Nederland NV. Reed Elsevier PLC and Reed Eisevier NV

© Remuneration Committee: Reed Elsevier Group plc
~ Nominations Committes: joint Reed Etsevier PLC
and Reed Elsevier NV

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

Marikevan LierLelsisa Non-Executive Director of

cpue
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Reed Elsevier Business Leaders

Mark%«%y

{in 1989 App mr“kd

i ormation

poqwm‘»% aCre
over the past 30 years
Liverpool Universit
his MBA from 8

adford University.

Mike Rusbridge

Chief Executive Officer
Exhibiti
Joinedin 1994, Appointedto

currentpositionin 1994
Previous L\'P'c%icm?(fR eed
Exhibitions Europe and Asia and

President Reed Exhibitions North
America. Priortothatworked with
wding US exhibitionorganise
Uap and Poliak. Studied at

hester University and
Rusiness School.

Ron Mobed
Chief Executive Officer
Scientific, Technical & Medical

Joinedin 2011, Appointed to
current positionin 2012

Previously President of Cengage
Learning's A ic&
Prafessional Group and
Co-Presidentand Co-Chief
Operating Officer with information
services company, IHS. Holds a
degree from Trinity College,
Cambridge and a master’s degree
from Imperiat Cotlege, London.

Mike Walsh
Chief Executive Officer
Legal

Joinedin 2003. Appointed to

v4 1

current position in 2011

Previousty CEOQ of LexisNexis US
Legal Markets and Director of
Strategic Business Development
Home Depot. Priortothatwasa
practising attorney at Weil, Gotshal
and Manges in Washington D.C.and
served as a consultantwith The
Boston Consulting Group. Holds
Juris Doctor degree from Har vard
aw Schooland is a graduate of
Yale University.
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fan Fraser
Human Resources Director

Joinedin 2005. Appointed to
current position at that time.

Previously Global HR Director at
BHP Billiton {1998 to 2005). Holds
an MBAin Finance and
International Business from
London’s City Universityand an MA
fram Edinburgh University. lanis
alsoaChartered Psychologist.

ancial Statements 2013

Kumsal Bayazit
Chief Strategy Officer

Joinedin 2004. Appointed to
current positionin 2012

Previously Executive Vice
Presidant of Global Strategy and
Business Development for

S

LexisNexis Legaland Professional.

Priortothat she worked with Bain
& Companyin New York, Los
Angeles, Johannesburgand
Sydney. Holdsan MBA from
Harvard Business Schoolandisa
Graduate of the University of
California at Berkeley.

Youngsuk “YS” Chi
Director of Corporate Affairs and
Chairman Elsevier

Joined in 2005. Appointed to
current positionin 2011

Previously he was President and
Chief Operating Officer of Random
House, founding Chairman of
Random House Asiaand Chief
Operating Officer for Ingram
Book Group. Holds an MBA from
Columbia Universityandisa
Graduate of Princeton University.

67

Henry Udow
Chief Legal Officer and
Company Secretary

Joinedin 2011 Appointed to
current position at that time

Previously Chief Legal Officer and
Company Secretary of Cadbury plc
having spent 23 years working with
the company. Prior to that he
worked at Shearman & Sterling in
New York and London. Holds a
Juris Doctor degree from the
University of Michigan Law School
and abachelor's degree from the
University of Rochester.
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GOVERNANCE

Chairman’s introduction to corporate governance

sevier PLC, Reed Elsevier NVand Reed
committed to high standards of corporate
OV prmahr"@zwcibehewe that such standards are integraltothe
wier, The Boards have putin place policies
and procedur e%l hat promote transparency, accountabilityand
probity, and include the Reed Elsevier Code of Ethics and Business
Conductwhich sets the standard for our corporate and individual
behaviour. The Code of Ethics and Business Conduct applies to all
Directors and employees of Reed Elsevier and more information
onits application can be found in the Corporate Responsibility
section on page 45,

The Boards of Reed E
Elsevier Groupplca
9

As Reed Elsevier is listed in the UK, the Netherlands and the US,
itissubjectio corporate q&vc\rr‘an\efequxr@rr@mslr‘those
jurisdictions. The following report describes Reed Elsevier’'s
governance structures and procedures, andthework of the
Boards and their Committees. Itis intended to provide

shareholders with a clearview of Reed Elsevier's governance

arrangements and how Reed Etsevier has comptied withthe
applicable corporate governance codes of best practice during
the year. Statements with r d it 'mpl%aﬂcew'th corperate
governance codes and in particular the UKC Corporate Governance
Code published by the Finan TlBiR@pOi‘ ing Councitin September
2012 {the UK Code] are set outon page 69.

{ Elsevier keeps under review developments and trends in
corporate governance. During 2013, there were a number of

changes in the Netherlands and the UK which became effective:

« InJanuary 2013, legislation to formalise the unitary board
structure in the Netherlands Civil Code was enacted. The then
Combined Board of Reed Elsevier NV resolved to establisha
mitar'y board and shareholders approved the necessary
ange.»totheﬂrt rles, of association at the Annual Generat

New principles and provisions included in the UK Code app(ied
to Reed Elsevier for the firsttime during 2013. The Boards have
applied the changesinthe UK Code and these are refl cc,tcd in
the Report of the Nominations Committee and the Reportof the
Audit Committees. In addition, regulations introducing a new
form Strategic Reportand a revised Directors’ Remuneration
Report also applied to Reed Elsevier for the firsttime.

The Strategic Reportis set outon pages 2 to 62, and the
Directors’ Remuneration Reportis set outon pages 78 to 94.

During 2013, there were a number of changes to our Boards.
Details of these are set outin the Structure and Corporate
Governance sectionon page 71. In September, Duncan Palmer,
Chief Financial Officer, offered his resignation from the Boards as
aresult of family circumstances which unexpectedly required him
to return to the US. In January 2014, we announced that Nick Luff
would take over from Duncan at a date to be confirmed.
Biographical details for Nick can be found on page 71. We will be
asking shareholders to elect Nick as a Director, wit} heffectfroma
future date in 2074, at the forthcoming Annual General Meetings
in Apriland more details of this are contained in the Notices of the
2014 Annual General Meetings.

Inaccordance with the UK Code, we conducted, through the
Corporate Governance Commitiee, evaluations of the Boards,
their Committees and the performance of the individual Directors.
The outcome of these evaluations confirmed that the Boards and
the Comrmittees continue to function effectively, and that all of

our Directors are committed to their roles. More information
regarding these evaluations is set cuton page 70. All the current
Directors will stand for re-election atthe Annual General
Meetings in April 2014 and their biographical details are setout
onpages édand 65.

Following the changes to the Boards during the year and given the
outcome of the evaluations of the Boafds,thexmomrmtteesarm
the individual Directors, | believe that the current composition

of the Boards and their Committees continues to provide an
appropriate balance of skills, experience, independence,
knowledge and diversity to ensure that they can discharge their
duties effectively. | also believe that the corporate governance
arrangementsin place are appropriate and continue to support
the growth and success of Reed Elsevier.

Meemg in April 2013. The unitary board structure was Anthony Habgood
implemented in May 2013 and further aligns the governance Chairman

structures of the two parent companies 26 February 2014
srcentage of the
Areas of significant skills and expertise of the Non-Executive Directors on the Boards Non-Executive Direciors
Executive board experience in alarge international listed company X
Knowledge of corporate gavernance issues for listed companies 100
Operational experience in Reed Elsevier's product markets 38
Operational experience in Re 2d Flsevier’'s main gecgraphical markets 100
Marketing, customer relations 82
Operational experience with telecommunication/computer technology, electronic publishing 63
Managerment of human resources, selection and remuneration of executives 100
Corporate responsibility 100
almatters 88
Banking, tax and corporate finance 38
Financial and organisational audit 75
100

Corporate strategy and organisation
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Structure and corporate governance

REED ELSEVIER GROUP PLC
Publishing and Information Businesses

%

ELSEVIER REED FINANCE BV

Financing Acti

Reed Elsevierwas created in January 1993, when Reed Elsevier
PLC and Reed Elsevier NV contributed their respective
businesses to two jointly owned companies, Reed Elsevier Group
plc, a UK-registered company which owns the publishing and
information businesses, and Elsevier Reed Finance BV, a
Dutch-registered company which owns the financing activities.
Reed Elsevier PLC and Reed Elsevier NV have retained their
separate legal and nationalidentities 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

enteredinto a Governing Agreement to regulate their relationship,

including the economicinterests of the parties and the
compostion of their Boards and those of Reed Elsevier Group plc
and of Elsevier Reed Finance BV,

Equalisationarrangements

Reed Elsevier PLC and Reed Elsevier NV each hold a 50% interest
in Reed Elsevier Group plc. Reed Elsevier PLC holds a39%
interestin Elsevier Reed Finance BV, with Reed Elsevier NV
holding a 61% interest. Reed Elsevier PLC additionally holds a
5.8% indirectequity interest in Reed Elsevier NV, reflecting the
arrangements entered into between the two companies at the
time of the merger, which determined the equalisation ratio
whereby one Reed Elsevier NV ordinary shareis, inbroad terms,
intended to confer equivalent economic intereststo 1.538 Reed
Elsevier PLC ordinary shares. The equalisation ratiois subject to
changetoreflect 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
sharehotders have a 52.9% economic interest in the Reed Elsevier
combined businesses, and Reed Elsevier NVshareholders (other
than Reed Elsevier PL.C) have a 47.1% ecenomicinterestin the
Reed Elsevier combined businesses. Holders of ordinary shares
in Reed Elsevier PLC and Reed Elsevier NV enjoy substantially
equivalent dividend and capital rights with respect to their
ordinary shares.

The Boards of both Reed Elsevier PLC and Reed Elsevier NV have
agreed, other thanin special circumstances, torecommend
equivalent gross dividends {including, with respectto the dividend
onReed Elsevier PLC ordinary shares, the associated UK tax
credit] based on the equalisation ratio. A Reed Elsevier PLC

ordinary share pays dividends in sterling and is subject to UK tax
lawwith respectto dividend and capital rights. A Reed Elsevier NV
ordinary share pays dividends in euros and is subject to Dutch tax
lawwithrespecttodividend 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 UK, the Netherlands and the US. The effect of thisis that a
standard applying to one will, where not in conflict, also be
observed by the other.

The Boards of Reed Elsevier PLC and Reed Elsevier NV support
the principles and provisions of corporate governance contained
inthe UK Corporate Governance Code issued by the Financial
Reporting Councilin September 2012 [the UK Code) and those
contained in the Dutch Corporate Governance Code issued in
December 2008 (the Dutch Code).

Thisreportandthe compliance statement set out below are made
inrelation to the UK Code. The principles and provisions setoutin
the UK Code and the Dutch Code have applied throughout the
financialyear ended 31 December 2013. Reed Elsevier PLC, which
hasits 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 complied throughout the year with the
UK Code, and subject to limited exceptions, as explainedin the
Reed Elsevier NV Reportof the Board on pages 179 and 180, has
applied the best practice provisions of the Dutch Code. The ways in
which Reed Elsevier PLC and Reed Elsevier NV have applied the
main principles of the UK Code are described below. For further
information onthe application of the Dutch Code by Reed Elsevier
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 2t 39
describe the business andthe progress made in 2013 against Reed
Elsevier'slong-term business priorities, aimed at delivering
better outcomes forour customers and creating value for Reed
Elsevierand shareholders.
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Relations with qhamhomers

Reed Elsevier PLC and Reed Elsevier NV participate in regular
diatogue with institutional shareholders. Presentations onthe

Reed Etsevier combined businesses are made by the Chairman,

Chief Executive Officer and Chief Financial Officer following the

‘OTH‘ einterim and full-yearresults and these are

t. Aconference callwithinvestorswas

annodncemen

simultaneously webca

aism) +d following the third iquar ter Interim Managemem
Statement, In addition, two investor :;resemtat%tmssfogusmg onthe
LexisNexis Risk Solutions insurance business and Reed Travel
Exhibitions held during the year. "é"h presentations which

ibedthe sckground, business activities and growth
50 mad@ available onthe Reed

fficer, the Chief Financial

market he

srthe busir
of Executive O
relations team meet institutionat

i e Chairmanalsomakes

himsedav 3l orinstitutions 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
(nterirn Management Statements. The interim and annual results
announcements and presentations, together with the Interim
M@r‘wawmem,‘Etaté\'ﬂor 4 investor seminar presentations, other
important announcements and corporate governance documents
e published on the Reed Elsevier

concerning Reed Elsevier, ar
websit wier.com. Inaccordance with the
Elsevier NVhas adopteda
isalso publishedon
PLC and
attitudes

te, www.reedel
s ofthe Dutch Code, Ree

shareholder contact policy, which
yards of Reed Elsevier
horts on the

provisic
bilateral

the Reed ;a jerwebsite, The B
Reed Elsevier NV commission periodicre
and views of the companies’ institutional shareholders and the

results are presenied to the respective Boards.

Both Re L 0 and Reed Elsevier NV offer electronic
voting facilitie

The Annual Gener

vopportunity forthe
Boards to communicate with individual shareholders. The

man, 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.

-al Meetings provide an

Chairr

Board induction and information
Following appointment and as required, Directors receive training
appropriate to thei ieveiof@xperiencearwikanedgefThis
itored induction programme so a
storswith information abOUa”iﬁ'
Reed Elsevier businesses -relevant information to assist
them in performing their duties. Non-Executive Directorsare
encouraged tovisit the Reed Elsevier businesses to meet
management and senior staff.

o

includes the provision of :
provide newly appointed Di

tctw information
ully and efficiently.

L Directors have full and timely
reguired to discharge their respe

acce

sibiliti

They have access to the services of the respective company
secretaries, other memb

staff, and external advizo

s of Reed Elsevier's management and
5. Directors may take independent

e
s furtherance of their duties, at the

hrofessional advice inthe

relevant company’s expense.

s inrelation to proxy voting at shareholder meetings.

In addition to scheduled Board and Board Committee meetings
held during the year, the Directors attend other meetings and site

visits. Where a Director is unable to attend a Board or Board
Committee meeting he or she is provided with allrelevant 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 vear, the Corporate Governance Comimittee, supported
by the company secretaries, assessed the performance of
individual Directors and, led by the Senior Independent Directo
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
Committees, including the batance of skills, experience
independence, knowledge of Reed Elsevier, and divers (1\/,mdudmg
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 and
their Committees function effectively and collaboratively and with
anappropriate level of engagement with management, and that
the diverse membership provides a broad range of skills and
perspectives. The effectiveness review confirmed that adequate
steps had been taken inresponse tothe prioryear’s
recommendations to ensure that the Boards apgropriately
reviewed risk-related matters alongside strategic, financialand
operational issues. The review suggests that the Boardsg':ommue
to monitor the level of detail provided to and balance of focus by the
Boards between financial data and strategic matters. The outcome
of the last externally-facilitated evaluation process was reported
inthe 2011 Annual Reportand Accounts.

The Boards of Reed Elsevier PLC, Reed Elsevier NVand Reed
Etsevier Group plc are harmonised. Allof the Directors of Reed
“Isevier Group plcare also Directors of Reed Elsevier PLC and
Reed Elsevier NV. Reed Elsevier NV may nominate for appointment
to the Board up to two Non-Executive Directorswho are not
appointed to the Boards of either Reed Elsevier PLC or Reed
Elsevier Group plc. Currently, one such Director, Marike van Lier

L els, has beenappointed to the Board of Reed Elsevier NV. The
names, nationalities and biographical details of each Director at
the date of this report appear on pages 64 and 65.

Following the enactmenton 1 January 2013 of legislation to
formalise the unitary board governance structure in the
Netherlands Civil Code, the then Combined Board of Reed Elsevier
NV resolved to take the necessary steps to establish such a board
governance structure. Amendments to the articles of association
of Reed Elsevier NV were approved by shareholders at the Annual
General Meeting of Reed Elsevier NVin April 2013 and the unitary
Board structure was implemented in May 2013.
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Thereisaschedule of matters reserved to the Boards and
approved delegated authorities to the Chief Executive Officerand
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 Elsevier Reed Finance BV each comprise a balance
of Executive and Non-Executive Directors who bring awide range
of skillse and experience to the deliberations of the Boards. The
Boards of Reed Elsevier PLC and Reed Elsevier NVreview the
independence of the Non-Executive Directors everyyear, based on
the criteriaforindependence setoutinthe UK Code. The UK Code
does not consider the Chairman to be independent due to the
unique role he has in corporate governance. Notwithstanding this,
Anthony Habgood met the independence criteria contained in the
UK Code when he was appointed Chairman in 2009. The Boards
consider all Non-Executive Directors {other than the Chairman] to
be independent of managementand free from any business or
other relationship which could materially interfere with their
ability to exercise independent judgement.

The Boards of Reed Elsevier PLC and Reed Elsevier NV have
appointad Lisa Hook to actas Senior Independent Director, whois
available to meet with institutional shareholders and assistin
resolving concernsin cases where alternative channelsare
deemedinappropriate. The Senior Independent Director also
leads the annual assessment of the performance of the Chairman
of Reed Elsevier PLC and Reed Elsevier NV. A profile, which
identifies the skills and experience of the Non-Executive
Directors of Reed Elsevier PLC and Reed Elsevier NV, is set
outon page 68 andis available onthe Reed Elsevier website,
www.reedelsevier.com.

Reed Elsevier PLC and Reed Elsevier NV shareholders maintain
theirrights to appointindividuals to the respective Boards in
accordence withthe provisions of the articles of association of
these companies. Subject to this, no individual may be appointed to
the Boards of Reed Elsevier PLC, Reed Elsevier NV or Reed
Elsevier Group plcuniess recommended by the joint Nominations
Committee. Members of the Committee abstain when their own
re-appointmentis being considered.

Asageneralrule, letters of appointmentinrespect of
Non-Executive Directors of Reed Elsevier PLC and Reed Elsevier
NV provide thatindividuals will serve for aninitial term of three
years, and are typically expected to serve two three-yearterms,
although the Boards may invite an individualto 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 atleast every three yearsand 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, tis the Boards' policy
to comply with the recommendations contained in the UK Code,
and all Directors will seek re-election by shareholders annually.
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Board changes

Changes during the yearin the composition of the Boards of Reed
Elsevier PLC, Reed Elsevier NV and Reed Elsevier Group plc are
setoutinthe table on page 72.

Mark Etliott and Sir David Reid retired from the Boards of Reed
Elsevier NVand Reed Elsevier PLC following the conclusion of the
Annual General Meetings in April 2013. Wolfhart Hauser was
electedtothe Boardsin April 2013 and succeeded Mark Elliott as
Chairman of the Remuneration Committee. Lisa Hook succeeded
Sir David Reid as the Senior Independent Directorin April 2013.

Inaccordance with the UK Code, all Directors will retire from the
Boards of Reed Elsevier NVand Reed Elsevier PLC atthe
respective Annual General Meetings and, being eligible, they will
offerthemselves forre-election. Based onthe assessments made
by the Corporate Governance Committee of the qualifications,
performance and effectiveness of each individual seeking
re-election, the Boards have accepted a recommendation from
the Nominations Committee that each of these Directors be
proposed forre-election atthe 2014 Annual General Meeting of
the respective company.

InSeptember 2013, Duncan Palmer gave notice of his resignation
as Chief Financial Officer effective as of 25 September 2014, or
such otherearlier date as Reed Elsevier may designate.

The Nominations Committee retained an external search
consultancy to conduct arigorous search processin conjunction
with the Boards to identify a suitable candidate to succeed Mr
Palmer. Following the conclusion of the search process and onthe
recommendation of the Nominations Committee, the Boards
announced, in January 2014, the appointment of Nick Luff as Chief
Financial Officer to be effective at a date to be confirmed butis
expected to be nolaterthan 15 December 2014,

Nick Luff has been Chief Financial Officer of Centrica plc, the UK's
biggestconsumer energy group, since 2007. Priorto that, he was
at P&0, the FTSE 100 logistics and shipping group as well as its
affiliated companies, including P&0 Princess Cruises and Royal
Nedlloyd. While at P&0, he worked for 15 years in avariety of
senior financeroles, including Chief Financial Officer of the parent
company for sevenyears. He is a Non-Executive Director of Lioyds
Banking Group plc and a former Non-Executive Director of QinetiQ
Group plcand Royat P&O Nedlloyd NV. He has a first class degree
in mathematics from the University of Oxford and is a qualified UK
Chartered Accountant.

Inaccordance with the articles of association of Reed Elsevier
PLC, Directors are normally subjecttoelection by shareholders at
the first Annual General Meeting following their appointment by
the Board. Notwithstanding the date of Nick Luff's appointment
remains to be confirmed, shareholders will be asked to elect

Mr Luff at the Reed Elsevier Annual General Meetings in

April 2014. Subject to his election at the Annual General Meetings,
Mr Luffwill be appointed to the Board of Reed Elsevier Group plcin
due course.

PABIAIBAQ

'«A%}\/\Sj‘jge‘«}(gﬂg

MRS 1IRIDURULY

g
<
o
o
=
o
3
o0
n

2L

e

IeioU

UOIIBUWICIUIIS U0 pUB S1USUISIR



?’7 2 GOVERNANCE
STRUCTURE ANDCORPORATE

SOVERNANCE

BOARTEATVENDAMOE Reed Elsevier PLC Reed Elsevier NV Reed Elsevier Group ple
Number of Number of Number of

Date of appointment/ meetings Numbear of meetings Number of Number of
{ce tion] held while meetings held while meetings heldwhite meetings
Members during the year adirector attended adirector attended a d{r"f:‘(‘?cr attended
Anthony Habgood [Chairman] 6 6 ) 6 7 7
Mark Elliott [April 2013) 2 1 2 1 2 1
Erik Engstrom 6 b b 6 7 7
Wolfhart Hauser April 2013 4 3 4 3 5 4
Adrian Hennsh 6 6 6 b 7 7
Lisa Hook ) 6 6 ) 7 7
Marike van Lier Lels n/a nfa b b n/a n/a
Duncan Palmer b b 6 6 7 7
Robert Polet ) 5 4 5 7 b
Sir David Reid {Aprit 2013] 2 0 2 0 2 0
Linda Sanford 6 4 6 b 7 6
BenvanderVeer 6 b 6 6 7 7

Elsevier Reed Finance BY has a two-tier board structure comprising a Supervisory Board and a Management Board. The Supervisory
Board consists of Rudolfvan 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. Duncan Patmer gave notice of his resignationas a

member of the Supervisory Board effective as of 25 September 2014 or such other earlier date as the Boards may designate.
Appointments to the Supervisory Board and the Management Board are made by Elsevier Reed Finance BV's shareholders,
inaccordance with the company’s articles of association

Date of Number of

appointment/ meetings Numberof

fcessation] held white meetings

Members ) ) during theyear adirector attended
Rudolfvan den Brink 3 2
Gerbende Jong 3 3
Marikevan Lier Lels 3 ?
Duncan Palmer 3 3
Alberto Romaneschi 3 3
BenvanderVeer 3 3
Jansvan der Woude 3 3
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Q
Inaccordance with the principles of good corporate governance, the following Committees have been established by the respective
Boards. Allof the Committees have writtenterms of reference, which are published on the Reed Elsevier website,
www.reedelsevier.com. Membership of each Committee and attendance during the year are set out below.
The Boards of Reed Elsevier PLC, Reed Elsevier NV and Reed Elsevier Group plc have established Audit Committees. The Committees -
comprice only independent Non-Executive Directors. The Committees are chaired by Ben van der Veer A report of the Audit @
Committees, setting out their role and rrain activities during the year, appears on pages 95 and 96. i
Number of E
Date of meetings @
appointment/  heldwhilea Number of h
{cessation]  Committee meetings
Members ) during the year ] member attendfgd’
Benvander Veer {Committee Chairman) 5 !
Adrian Hennah 5 3
Sir David Reid (April 2013) 2 2
Linda Sanford 5 5
The functions of an audit committee inrespect of the financing activities are carried out by the Supervisory Board of Elsevier Reed
Finance BV.
n
&
o
£

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
Wolfhart Hauser who succeeded Mark Eiliott as Chairmanin April 2013. 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 78 to 94. This report serves as
disclosure of the Directors’ Remuneraticn Policy and Annual Remuneration Report which contains the remuneration of the Directors
andtheirinterests in the shares of the two parent companies, Reed Elsevier PLC and Reed Elsevier NV.

Number of

Date of meetings

appointment/ heldwhilea Number of

[cessation]  Committee meetings
Members - during the year member attended (c,?
Wolfhart Hauser [Committee Chairman) Aprit 2013 3 3 é
Mark Elliott {April 2013) 2 1 &
Anthony Habgood 5 5 8

Lisa Hook 5 5

Robert Polet 5 5

Sir David Reid [Aprit 2013) 2 1
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The Boards of Reed Elsevier PLO and Reed Elsevier NV have established a joint Nominations Committee. The Cormmittee comprises only

Non-Executive Directors, and is chaired by Anthony Habgood. Areportof the Nominations Committee, setting outits role and main

activities during the year, appears on page 77,

Number of

meelings

Anthony Habgood [Committee Chairman] 5

Mark Etliott {Aprit 2013) 2 1
LisaHook 5 5
SirDavid {April 2013] 2 1
Benvan derVeer 5 4

The Boards of Reed E
for reviewing ongoing developments and best practice in corporate governance. The Committee is also responsible forassessing the

wvier PLC and Reed Elsevier NV have established a joint Corporate Governance Committee, whichis responsible

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, andis chaired by Anthony Habgood.

Number of

Numbe
me

attended

tings

Memise

Anthony Habgood [Committee Chairman] 5 5
Mark Elliott [Aprit 20131 2 1
Wolfhart Hause Aprit 2013 3 2
Adrian Hennah 5 5
5 5

5 5

5 5

[Aprit 2013) 2 0

Linda Sanford 5 4
BenvanderV 5 5
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Parentcompanies

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 plcand 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
plcand Elsevier Reed Finance BV, the Boards of Reed Elsevier PLC
and Reed Elsevier NVapprove the strategy and the annual
budgets, and receive reqular reports on the operations, including
the treasury and risk management activities of the two
companies. Majortransactions proposed by the Boards of Reed
Elsevier Group plcor Elsevier Reed Finance BY require the
approvzlofthe Boards of both Reed Elsevier PLC and Reed
Elsevier NV.

The Reed Elsevier PLC and Reed Elsevier NV Audit Committees
meetonaregularbasis toreview 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
ofinterral controlof the Reed Elsevier publishing and information
businesses, while the Boards of Elsevier Reed Finance BV are
responsible for the system of internal controlinrespect of the
finance group activities. The Boards of Rzed 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
BY have eachimplernented an ongoing process foridentifying,
evaluating, monitoring and managing the more significant risks
faced by theirrespective businesses. These processes have been
in place throughout theyear ended 31 December 2013 and up to
the date of the approvals of the Annual Reports and Financial
Statements 2013.

Reed Elsevier Group plc

Reed Elsevier Group ple has an established framework of
procedures and internal controls, with which the management of
each businessisrequiredto comply. Group businesses are
requirec to maintain systems of internal control which are
appropriate to the nature and scale of their activities and address
all significant operational and financial risks that they face. The
Board of Reed Elsevier Group plc has adopted a schedule of
matters thatare required to be broughtto it for decision.

Reed Elsevier Group plchas a Code of Ethics and Business
Conduct that provides a guide for achieving its business goalts and
requires officers and employees to behave in an open, honest,
ethicaland 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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Eachdivision has identified and evaluated its major risks, the
controls in place to manage those risks and the levels of residual
risk accepted. Risk management and control procedures are
embeddedinto the operations of the business and include the
monitoring of progress in areas forimprovement that come to
managementand board attention. The principal risks facing
Reed Elsevierare set out on pages 60to 62.

The major risks facing the Reed Elsevier Group plc businesses are
regularly reported to and considered by the Board and Audit
Committee. With the close involvement of business management
and the central functions, the risk management and control
procedures ensure that Reed Elsevier is managing its business
risks effectively and in a coordinated manner across the business
with clarity onthe respective responsibilities and
interdependencies. Litigation and other legal regulatory matters
are managed by legaldirectors in Europe and the US.

The Reed Elsevier Group plc Audit Committee receives reqular
reportson the identification and management of material risks
andreviews these reports. The Audit Committee also receives
regularreports from both internaland 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 internat 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
partoftheannualreview of effectiveness, submitted to the Audit
Committee of Reed Elsevier Group plc. The Chairman of the Audit
Committee reportsto the Board on any significant internal control
mattersarising.

Elsevier Reed Finance BV

Elsevier Reed Finance BV has established policy guidelines, which
are appliedto all Elsevier Reed Finance BV companies. The
respective Boards of Elsevier Reed Finance BV have adopted
schedules of matters thatare requiredto be brought to them for
decision. Procedures are in 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
controlsin place to manage these risks and the level of residual
risk accepted are monitored by the Boards.

Annualreview

Aspartoftheyear-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 financialyear. The objective of these systems is to manage,
ratherthan eliminate, the risk of failure to achieve business
objectives. Accordingly, they can only provide reasonable, but not
absolute, assurance against material misstatement or loss. The
Boards have confirmed, subjectto the above, thatas 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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-PLC, Reed Elsevier NV, Reed

r Reed Finance BV are requiredto
prepare financial statements as at the end of each finan cial period,
inaccordance with applicable aw and regulations, which give a
true and fair view of the state of affairs, and of the prefitor loss, of
sctive companies amﬁhezrsubsidiarieg,joimvemtures
responsible for maintaining proper
accounting records, for safeguarding assets, and for taking
reasonable ps to prevent and detect fraud and other
irregutarities. The Directors are alsores poswmbte?or selecting
suitable accounting polic
basis, making | u’ﬁc}@mwtu 1 est matestmtarepru
andreasonable

The Directors of Reed Elsevier
Elsevier Group plecand Elsevie

ther
associates. Theyare

Applicable accounting standards have been fol llowed and the
Reed Elsevier combined financial statements, which are the
responsibitity of the Directors of Reed Elsevier PLC and Reed
Elsevier NV, are prepared using accounting policies which comply
with International Financial Reporting Standards.

Having taken into account all the matter 3L\"l15def’E‘ by the
Boards and brought to the attention of the Boards, the Directors
are satis! efitmth& Annual Reportand Accounts, takenasa
whol r balanced and understandable, and provides the
éz”xmrmat)on necessary for sharehotders to assess the company's

performance, business modetands

trategy.

of Reed Elsevier PLC and Reed Elsevier NV, having
s appropriate enquiries, consider that adeguate 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 basisinpreparing the 2013
financial statements. In reaching this conclusion, the Directors of
Reed Elsevier PLC and Reed Elsevier NY have had due regardto
the combined businesses’ financial position as at 31 December
2013, the strong free cash flow of the combined businesses,

Reed Elsevier's ability to access capital markets and the principal
risks facing Reed Elsevier,

The Dir

reniors

Acommentary on the Reed Elsevier combined businesses’
cash flows, financial position and liquidity for the year ended
31 December 2013 is set out in the Chief Financlal Officer’s report
onpages 52 to 59. This shows that after taking account of available
cashresources and committed bank facilities that back up short-
term barrowings, none of Reed Elsevier's borrowings fall due
withir the next two years. Reed Elsevier's policies on liquidity,
capital management and management of risks retating to interest
rate, foreign exchange and credit exposures are setouton pages
58 and 59. Further information on liguidity of the combined
husinesses can be found in note 18 of the combined financial
statemnents. The principal risks facing Reed Elsevier are setouton
pages 60to 62.

As required by Section 302 of the US Sarbanes-Oxley Act 2002 and
by related rulesissued by the US Securities and 1 Exchange
Commission, the Chief Executive Officer and Chief Financial
Officer of Reed Elsevier PLC and of Reed Elsevier NV certify inthe
respective Annual Reports 2013 on Form 20-F to be filed with the
Commission that they are responsible for establishing and
maintaining disclosure controls and procedures and that

they have:

designed such disclosure controls and procedures to ensure
that materialinformation relating to Reed Elsevier is made
knownto them;

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

based on their 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, thatinvolve management
or other employees who have a significant role in Reed
Elsevier's internal controls; and

presented in the Reed Elsevier Annual Report 2013 on Form
20-F their conclusions about the effectiveness of the disclosure
controls and procedures.

ADisclosure Committee, comprising the company secretaries of
Reed Flsevier PLC and Reed Eilsevier NV and 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-0Oxley 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
2013 on Form 20-F that they are responsible for maintaining
adequate internal control structures and procedures for financial
reporting and to conductan assessment of their effectiveness.
The conclusions of the assessment of internal control structures
and financial reporting procedures, which are ungualified, are
presented inthe Reed Elsevier Annual Report 2013 on Form 20-F.
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Report of the Nominations Committee

Thisreporthas been prepared by the joint Nominations
Committee of Reed Elsevier PLC and Reed Elsevier NV and has
beenapproved 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 ple by identifying individuals qualified to become Directors

and recommending to the Boards the appointment of such

individuals. The responsibilities of the Committee are setoutin

written terms of reference lavailable atwww.reedelsevier.com)

and include:

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

{ii} inconsultationwith external search consultants, agree
the specification for the recruitment of new directors which
provides aformal andtransparent procedure for the
selection and appointment of new directors to the Boards;

i} torecommendtothe Boards the appointment of candidates
subject, where appropriate, to the approval of shareholders
of Reed Elsevier PLC and Reed Elsevier NV;

{ivl] torecommendtothe Boards Directors to serve on Board
Cornmittees, having regard to the criteria for service on
each committee as setoutin the terms of reference for such
committees, andtorecommend members to serve as the
Chairof those committees; and

v} tomakerecommendations tothe Boards in relation to the
election orre-election 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 Lisa Hook
and BenvanderVeer. The Committee met five times during

the year.

Composition of the Boards and Committees
During the year, the main areas of focus for the Committee were:

the appointment of a Non-Executive Director;

the appointment of a Senior Independent Directorin place of
SirDavid Reid who retired from the Boards in Aprit 2013;

the appointment of a Chairman of the Remuneration
Committee in place of Mark Elliott who retired from the Boards
inApril 2013;

the appointment of a Chief Financial Officer to succeed
Duncan Palmerwho gave notice of his resignation in
September 2013; and

progress against Reed Elsevier's aspirational goals regarding
the percentage of women on its Boards.

The Committee seeks to ensure that the Boards and their
Committees comprise an appropriate balance of skills,
experience, independence, knowledge of Reed Elsevier’s
businesses, and diversity, including gender and in doing so takes
into account the outcome of Board evaluations. More information
on Board evaluation can be found on page 70.

The Committee has established a formal, rigorous and
transparent procedure forthe recruitment of candidates to the
Boards and recommendations by the Committee are made on the
basis of a candidate’s merit, against objective criteria and with due
regard forthe benefits of diversity. The Committee retained
recruitment consultants specialising in senior and non-executive
appointments to carry out searches for a Non-Executive Director
and anew Chief Financial Officer. Spencer Stuart was retained in
connectionwith the search for a Non-Executive Director. Spencer
Stuartis anindependent executive search consulting firm with no
other connection to Reed Elsevier. The Committee worked closely
with the consultants and following a rigorous process of
interviews and assessments, recommended to the Boards the
appointmentof Wolfhart Hauser as a Non-Executive Director

and Nick Luffas Chief Financial Officer. The Boards approved
these recommendations.

Intight of the retirement of Mark Elliott and Sir David Reid, the
Committee undertook a review of the roles and responsibilities of
the Non-Executive Directors. Following the review, the
Committee recommended to the Boards the appointment of Lisa
Hook as the Senior Independent Director and Wolfhart Hauser as
the Chairman of the Remuneration Committee. The Boards
approved these recommendations.

Inresponse tothe publication of the Davies Review, "Women on
Boards”in 2011, the Boards announced their aspirational goals
that by 2013 the Reed Elsevier NV Board would be comprised of
30% women and the Reed Elsevier PLC Board would be comprised
of 22% women. Following the Annual General Meetings held in
April 2013, the Boards metthese goals. The Committee will
continue to monitor the composition of the Boards against their
aspirational goals while taking into account the benefits of
diversity more generally.

Details of Reed Elsevier's approach to diversity and inclusion in
itsworkforce can be found in the Corporate Responsibility report
onpage 46.
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DIRFCTORS REMUNERATION REPORT

Directors’ Remuneration Report

The Directors Remuneration Report (the Report] describes
how Reed Elsevierapplies the principles of good governance
relating to directors’ remuneration. This Reporthas been
prepared by the Remuneration Corimittee of Reed £l sevier
Group ple in accordance with the UK Corporate Governance
Code, the UK Listing Rules, the Large and Medium-sized
Companies and Groups (Accounts and Reports) (A mendment}
Regutations 2013 {the new UK Regulations} and the Dutch
Corporate Governance Code [the Dutch Codel.

The Reportwas approved by the Boards of Reed Elsevier PLC,
Reed Elsevier NV and Reed Elsevier Group ple. Thisyear,
shareholders will be invited to approve both our remuneration
policy (by way of a binding vote} and our 2013 Annual
Remuneration Report (by way of a non-binding advisory vote)
atthe 2014 Annual General Meeting of Reed Elsevier PLC.

Our remuneration policy is set aut on pages 79 to 85 [the Policy
Repo Mnd the 2013 Annual Remuneration Reportis setout
on pages 86 to 94.

The audited sections of the Report are clearly marked.

sent my first Report as Chairman of the Reed

on Committee,

Asyouwill have read elsewhere in this Annual Report, 2013 was
arof good progress for the company. 2013 annuat
sforthe Executive Cﬁirec%orﬁ were just above

25 U wdc he20M 3"3cycleo!'the

anothery
éf‘scer:%ive paymn\vﬂ

c::iossetoar\.dal.ihéfs Lamount of the m’qma{awwd\) Inline
with increases forth
Remuneration Committee

for the CEQ 0f 2.5%.

wider employee population, the
approved a 2014 salary increase

Atthe Annual General Meetings in 2013, shareholders approved
our proposed new LTIP (Long-Term Incentive Plan}and our
renewed ESOS
to Executive Directors in May 2013. The Executive Directors also
uho?t 13-15cycle of the BIP. The 2013 awards
ncan Falmer, und Um«o planslapsedon

participated
grmmd to the CF

yotice of res

s
claw-back provisions for the annual
sions which are atready in place for

For 2014 we areintroduc nq
Incentive, sim
our multi-ye

andthe first grants were made under these plans

Earlier thisyear, we announced the appointrent of Nick Luff as
CFQ. Atadate to be determined later in 2014, Nick Luffwill take
over from Duncan Palmer, who will teave the business whena
hand-over has been completed. The remuneration arrangernents
for Nick Luffwill be provided in the 2014 Notices of Annual General
Meetings which will be available on the company’s website.

Subjecttoshareholder approval, our remuneration policy will
apply from the conclusion of the 2014 Reed Elsevier PLC Annual
General Meeting until the Reed Elsevier PLC Annual General
Meeting in 2017, tis intended to be comprehensive, butalso
sufficiently flexible to atlow it to operate throughout this time
period. Itis designed for a global business with two parent
companies, with listings in Londen, Amsterdam and New York.
The policy is based on the following principles:

Performance-related pay with demanding performance
measures tinked to our strategy;
Creation of shareholdervalue;
Competitive remuneration to attractand retain the best
talent globall
Abalance between fixed and variable elements, and annual and
longer-term performance;
Aligning the interests of Executive Directors wit thshareholders
and other stakeholders;
Operating the company consistentwith long-term
sustainability; and

»  Discouraging inappropriate risk taking.

The performance measures for the annual and multi-year
incentives are designed to drive management behaviourinaway
which supports the company’s strategy to transform the 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 annual incentive is focused on operational excellence,
measured by revenue, profitand cash generationand onthe
achievement of individual key performance objectives which align
with our strategic plans. The performance measures inthe
multi-y@arinrenlives which focus on returnon capital, returns

shareholders and sustained earnings growth, further support
our strategy.

This year's Report has been prepared ina manner which balances
the specific local requirements of the new UK Regulations and the
Dutch Code with the desire to provide additionalinformation which
may he helpfulto our broaderinvestor base.

WolfhartHauser
Chairman, Remuneration Committee
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Setoutinthissectionis the company's remuneration policy for Directors, which, subject to shareholder approval, will apply from the
conclusion of the Reed Elsevier PLC Annual General Meeting to be held on 24 April 2014,

Remuneration policy table - Executive Directors
Allfootnotes to the policy table can be found on page 82.

Purpose andlink to strategy
Torecruitandretain the bestexecutive talent globally to execute our strategic objectives at appropriate cost.

Operation

Salaries for Executive Directors are setand reviewed annually by the Remuneration Committee [the Committee] with changes

typically taking effecton 1 January. In exceptional circumstances, the Committee may review rmore frequently. The following factors

are considered:
The executive's role and sustained vatue to the company in terms of skill, experience and overall contribution.

¢« Competitiveness with companies which are comparable in respect of industry, size, international scope and complexity. Examples of
global peersinclude Thomson Reuters, WPP, Pearson, John Wiley, Wolters Kluwer, Experian, McGraw-Hill and Equifax.

» The company's guidelines for salaries for all employees for the year.

Forthe lasttwoyears, Executive Directors’ salaryincreases have been 2.5% per annum.

Maximum value

Salaryincreases to Executive Directors are within the range of increases for the wider employee population. However, the Committee
has discretion to exceed this to take account of individual circumstances such as change in responsibility, increases in scale or
complexity of the business, inflation or alignment to market level.

Performance framework
n/a

Recovery of sums paid

No provision.

Purpose and link to strategy
Retirement plans are part of remuneration packages designed to recruit and retain the best executive talent at appropriate cost.

Operation

Our policyis to offer competitive long-term sustainable defined contribution plans. Any amount above applicable limits, for example
HMRC's annualallowance in the UK, will be paid in cash and will be subject to tax and social security deductions. In certain
circumstances, executives can take cash instead of pension contributions.

The UK defined benefitscheme is closed to new hires. Continued membership of legacy defined benefit schemes requires annual
increases to contributions or participatior: fees from all members, who have a choice to switch to the defined contribution planatanytime.

The CEOisamemberof a UKlegacy definad benefit pension arrangement, accruing 1/30th of final year pensionable earnings [base
salarylfer eachyear (pro-rated for partyears] of service, with a normal retirement age of 60. The CEO contributes 7% of salaryuptothe
scheme earnings cap. Inline with all UK defined benefit scheme members, the CEQ's contributions willincrease to 8% from April2014
andthen by afurther 1% eachvear toarate of 11%in April 2017. In addition, the CEO currently pays a participation fee equal to 1% of the
amount of his base salary in excess of the scheme earnings cap. On 1 April 2014, and each April thereafter, this fee will increase by 2% of
theamountof his base salaryin excess of the scheme earnings cap.

Maximumvalue
Defined benefitscheme ~ accrual of 1/30th of salary for every year of service up to a maximum of 2/3rds of salary.

Defined contribution plan ~ maximum cormpany contribution of 30% of salary per annum or equivalent cash in lieu.

Performance framework
n/a

Recovery of sums paid
No provision,
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Purpose and link to strategy
To provide competitive benefits atappropriate cost.

Operation
Other benefits, subjecttope rmd*( review, may include private medicat and dental cover, life assurance, tax return preparation costs,

b

carbenefits, d mtc)m md cers labilityinsurance, relocation benefits and expatriate atllowances and other benefits available to
employees generally, including, where appropriate, the taxon such benefits.
Maxﬁmumvaisa

Over the past three years, ongoing benefit s for Executive Directors lexcluding relocation benefits) have amounted to between 3% and
g

5% of salar y,inline v fx‘h our policy that the maximum payable shoutd not exceed 5% of salary. However, the Committee may provide

zmuum in unexpected situations, such as a change in the individual's circumstances caused by the

reasonable benefits beyond thie
company, or if there is a significant

increase in the cost of the henefit.

Performance framework
7.
n

Iy

Recovery of sums paid
No provision.

P Y

AP AR 3 {

Purpose and link to strategy
Provides focus on the delivery of annual financial targets and the achievement of annual objectives and milestones which are chosento
atign with the company’s strategy and create a platform \for sustainable future performance.

Why performance measuresare chosen and how targetsare set
Performance measuresinclude amla 1ced set of financial targets and Key Performance Objectives [KPOs), which are appropriately
welghted and which support current strategy and incent fivise the Executive Directors to achieve the desired outcomes without undue risk

of focus ?7{{] on af .y\iﬂQT nancial measure.

Thetargets are designed to be challenging. They are set with reference to the previous year’s performance and internal and external

8]

sforthe following year.

Operation

The Cornmittee reviews and sets the financial targets and KPOs annually, taking into account internal forecasts and strategic plans
[tapproves fourto six KPOs for each Executive Director, reflecting critical business priorities for which eachis accountable. Atleastone
KPO witl relate to the achievement of s mmabilitytargets,

Following year end, the Commitiee cornpares actual performance with the financialtargets and assesses the achievernent of
individual KPOs

Maximum value
The maximum powmtmunn ualincentive for Executive Directors is 150% of annual base salary.

Performance framework
The measures include financial targets, which have a weighting of at least 70%, and individual KPOs, with each element
ass separately.

The minimum payoutis zero.
Ifthe financiat measure with the lowest payout at threshold pays out at threshold and the others do nmpafoutatau the overall
payoutforfinancial mea CLsfes's‘E‘Vc of salary. lf threshold is reached for each of the financial measures, the overall payout for the

y. Thereis no threshold leveld for KPOs.
mance {fu ancial measures and KPOsis 100% of salary.

financial measuresi

Payout for target perfor

Foltowing an assessment of achievernent and scoring of KPOs, the Committee agrees the overall payout level for each Executive Director.

Committee discretion applies.’”

Recovery of sums paid
Claw-back applies®
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The multi-year incentive plans are the main component of Executive Directors’ pay. They are designed to provide long-term incentives
for Executive Directors to achieve the key performance measures that support the company's strategy, and to align their interests with
shareholders. The BIP encourages annual personalinvestmentin Reed Elsevier shares.

Why performance measures are chosen and howtargets are set
Our strategic focus is on transforming the core business through organic investment and the build out of new products into adjacent
markets and geographies, supplemented by selective portfolio acquisitions and divestments. The performance measures in the
multi-year incentives are chosen to support this strategy by focusing on return on capital, returns to shareholders and sustained

earnings growth,

Targetsare setwith regard to previous results and internal and external forecasts for the performance period. Theyare designedto
provide exceptional reward for exceptional performance, whilst allowing a reasonable expectation that reward at the lower end of the
scaleis attainable, subject to robust performance.

Operation

Annually, Executive Directors may use up to
anamount equal to their AlP target for
investmentin Reed Elsevier shares. In
return, they receive a matching award
whichvests subject to:

performance measured over three
financialyears;

continued employment; and

retention of the underlying investment
shares.

Dividend equivalents accrued during the
performance period are payable inrespect
of the matching shares thatvest.

Vesting may be accelerated onachange
of control.®

Maximumvalue
Upta 100% of the amount invested.

Performance framework

The performance measures are earnings
pershare [EPS)and return oninvested
capital [ROIC], weighted equally and
assessed independently, such that a payout
canbereceived under either one of the
measures,

The minimum payoutis zero.

Ifone measure pays out at threshold and
the other does not pay out atall, the
overall payoutis 25%. If both measures
pay out at threshold, the overall payout
is 50%.

Payoutinline with expectations is 67%

Dividend equivalents are nottakeninto
accountinthe above payout levels.

Commiittee discretion applies.™”

Recovery of sums paid
Claw-back applies.”

Annualawards of performance shares,
withvesting subject to:

« performance measured over three
financialyears;
continued employment; and
meeting shareholding requirements.

Executive Directors are required to retain
their netvested sharesforaperiod of at
leastsix months after release.

Dividend equivalents accrued during the
performance period are payable in respect
of the performance shares thatvest.

Vesting may be accelerated onachange
of control.*

The maximumgrantinanyyearisupto
250% of base salary for the CEO and up
to 200% of base salary for other
Executive Directors.

The performance measures are relative
Total Shareholder Return [TSR), EPS and
ROIC, weighted equally and assessed
independently, such thata payout can be
received under any one of the measures
{or, for TSR, inrespect of one of the three
comparator groups).

The minimum payout is zero.

If the measure with the lowest payout at
threshold pays out at threshold and the
others do not pay out at all, the overall
payoutis 3%. Ifeach of the measures
pays out atthreshold, the overall payout
is32%.

Payoutin line with expectations is 50%.

Dividend equivalents are nottakeninto
accountinthe above payout levels.

Committee discretion applies.?

Claw-back applies.”

Annualawards of marketvalue options
thatvest, subjectto performance
measured over three financial years, and
remain exercisable, subject to continued
employment, until the tenth anniversary
of grant.

Vesting may be accelerated ona change
of control.®

The maximum grantinanyyearisupto
250% of base salary forthe CEQ and up
to 200% of base salary for other
Executive Directors.

The vesting of options is subject to EPS
measured over three years.

The minimum payoutis zero.

Payout atthreshold performance is
33%.

Payoutin line with expectations is 80%.

Committee discretion applies.?

Claw-back applies.®
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Purpose and link to strategy
The REGE was introduced in 2010 during a challenging and volatile business environment following the appointment of the current CEO.
[twas designed as a one-off, five-year plan for the Executive D:rectorsmstead of LTIP grantsin 2010, 2011 and 2012.

Operation
The only current participantis the CEO and no further awards will be granted under this plan,

The CEO mustr Dergm‘walshzwehoidir‘;gimheREGPofi&UO%ofsa ary lin addition to shares held under the BIf > until vesting

inH1201

Initial performance share awards vested, based on performance measured over 2010-2012, at 66.8%. 50% of the vested shares were
released {atong with a cash dividend eumvamnt}dnd 50% were deferred and will only be released in H12015. The full 66.8% has been
included in the 2012 Single Figure on page 86. Matching awards, equalto the number of personal shares and deferred performance
shares, were granted in 2013 and vest, subject to performance, in H12015

Dividend equivalents will be payable in respect of the matct \ing awards and deferred performance shareswhichvestin H1 2015,
Vesting will be accelerated ona change of control.”

Maximum value
The raximum vesting over the five-year period {2010 -14] of the plan lincluding what has already vested after yearthree}is 150% of the
shares comprised inthe original performance share award [of 600% of 2010 base salaryl.

Performance framework
Matching awards - TSR, EPS and PCIC\wmgm(so equally and assessed independently, such thata payoutcan be received underany one
of the measures lor for TSR, in respect of one of the three comparator groups). TSRis measured over the five-year period 2010-2014,

EPSis measured over the two-year period 2013-2014 and ROICis measured atthe end of 2014.

The minimum payoulis zero.
If the measure with the lowest payout at threshold pays out at threshot id and the others do not pay out at all, the overall payoutis 3%.
[feachofthem . out at threshold, the overall payoutis 50%.

< Payoutinline with tions is 50%.

axpecta
Committee discretion applies.’

Recovery of sums paid/withholding
Claw-back applies.”

R Biscretmnmmspeuafannuatandmuitanyearmcentweplanpayomlevels indet ning "NEle\—ée-{()fpa'-/b‘utLmder‘l?‘,eAfpm‘:L‘xve.‘;'ﬁnqunclew‘U'\emut[f-\/@ar‘ir
the Committee takes ir eed Elsevier's overall business performance andval ted for shareholders over the perjodin reviewand other relevant
has discretion to adju nd payout levels if it believes thiswouldr ultin a fairer utcome. This discretion will enly be used in exceptional circumstances and the
Commities will explain in the nextremunerationreportthe extentt towhichithas been exercised and the reasons for doing so.

2 Dlscrmmntovaryperformanremeaauresapplvmgtoextstmgannualandmum year incentives: The Committee may vary the financial measures app lyingtoacurrent
annual incentive year i-yearincentivesifachangein circumstances leads it to believe that the arrangement is no tonger a fair measure
of performance. Am/rwwmmmn(u,wimmm» rm?m muv ess, of more, challenging than the originat ones

3 Appitcatmnofclaw backtcannm!and mu&t: vearmcentsves Hw um\m;tte@ has dis zretinn to apply claw-backif the payoutwas calculated on the basis of ma

clors. it

Hally
hadthe

:mr:ha:\geL‘:fcor\.tr'monapro—»f’atedt)as&‘&
will not vest and willinstead be exchanged

@ tfme Altern Y, the(,omr 'teemaydetnrmineﬁnh\
for equive sinthe L GP, awards vest within 30 days of the change of controtona pro-ra
5 kxgtaﬂatxen o? differences helweemh@ komgany :spchcy on Directors’ remuneration and the policy for other employees: Alarg
sther employees. Allmanagers participateinan annuatincentive plan, but particip
jorities. Appmmrmle‘v 100 senior executives participate in BIP and LTIPand about 1,08 00in E‘
“luding the Executive Directors]are subjecttothe same performan
hoose restricted sharesinstead of optionsontheb
etpractice.

?% Grantlevels und
s Under ESGS, r)»rmrmancﬂ
termined exchange ratio

andalloth
dingto
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Remuneration outcomes in different performance scenarios
The Committee considers the level of remuneration that may be
paidinthe context of the performance delivered and value added
forshareholders. The chartis anillustration of how the CEQ's
regularannualremuneration could vary under different
performance scenarios. The salary, benefits and pension levels
arethesameinallthree scenarios and are based on 2014 salary,
the 2013 benefits figure from the Single Totel Figure table and the
2013 pensicn disclosure [consistent with prior disclosure]. Annual
and multi-yearincentives [BIP, LTIP and ESQS) are based on the
policy table and 2014 salary. Given the one-off nature of the REGP
[see page 82 for further details), potential final payouts in H1 2015
are notreflected inthis chart. The performance assumptions
which have been used are as follows: Minimum means no AIP
payoutand no multi-yearincentives vesting. Inline with
expectations means AlP payout at 100% of salary, BIP vesting at
67% of the award, LTIP vesting at 50% of the award and ESOS
vesting at 80% of the award. Maximum means AIP payout at 150%
of salary and multi-yearincentives vesting at 100% of the awards.

No share price movementis assumed and dividend equivalents
payable inrespect ofthe BIP and LTIP are notincluded. For options
vestingin lire with expectations, a valuation factor of 20% of the face
value of the award at grant has been applied. Thisis our internal
valuation assumption for options, based on the exchange ratio applied
to participants in ESOS below Board level who can choose options
orshares ata ratio of 5:1. For options vesting at maximum, a higher
valuation factor [to reflect the higher performance achievement] of
33% of the face value of the award at grant has been applied. Thisisin
linewiththe report on pay and performance published in March 2013
by the Financial Reporting Council, anindepandent UK regulator.

We have notincluded a chart for the CFO role as Duncan Palmeris
leaving the company in 2014. His salary, regular ongoing benefits
lexcluding relocation expenses) and pension will continue in line with
2013 levels {see Single Total Figure table on page 86) until his
leaving date. As heis noteligible fora pro-rated AlP in respect of

Standard package onrecruitment’

83

CEO Remuneration (£'000)

8,090
Multi-year incentives
(BIP, LTIP and ESOS)
; aa & Annualincentive
5325 - 59%
LT iy Salary,
48% g benefits and

pension

In line with Maximum
expectations

Minimum

time employedin 2014, and his BIP, LTIP and ESOS awards have
lapsed, his remuneration for 2014 is notvariable according to
performance. Duncan Palmer’s successorwill join the company at
adatewhichis still to be determined.

Approachtorecruitment remuneration ~ Executive Directors
When agreeing the components of a remuneration package on the
appointment of a new Executive Director, oran internal promotion
to the Board, the Committee would seek to atign the package with
the remuneration policy stated in the policy table. However, on an
internal promotionto the Board, any existing contractual obligations
and commitments may continue to be honoured, even if not
consistentwith the prevailing policy. For example, if the individual
isamember ofthe legacy defined benefit pension plan, the
Committee will consider the pension arrangements in the context
of the package as a whole and may allow continued participation.

The Committee’s general principle on recruitmentistooffera
competitive remuneration package to attract high-calibre
candidates from a global talent pool. The various components and
the company’s approach are as follows:

Tooffer remunerationin line with the policy table [including the limits], taking into account the principles set out above.

Compensation for forfeited entitlements

The Committee may make awards and payments on hiring an external candidate to compensate him or her for entitlements forfeited on
leaving the previous employer. If such a decision is made, the Committee will attempt to reflect previous entitlements as closely as
possible using avariety of tools, including cash, share awards and options. Claw-back provisions will apply where appropriate. If
necessary to facilitate the grant of awards, the Committee may rely on the one person exemptionin the UK Listing Rules.

Relocation allowances and expenses

Thetype and size of relocation allowances and expenses will be determined by the specific circumstances of the new recruit.

* The standard package comprises annual base salary, AIP, other benefits, annual awards under BIP, LTIP and ESOS and retirement benefits

Shareholding requirement

The Executive Directors are subject to shareholding requirements. These are a minimum of 300% of annual base salary for the CEQ and
200% of annual base salary for the CFO. On joining or promotion to the Board, Executive Directors are given a period of time to build up to

their requirement.

Policy on payments for loss of office

Inline with the company's policy, the service contracts of the existing Executive Directors contain 12-month notice periods.

The circumstances inwhich an Executive Director’s employment is terminated will affect the Committee’s determination of any payment
forlossof otfice, butitexpects to apply the principles outlined in the table on the next page. The Committee reserves the right to depart
fromthese principtes where appropriatein light of any taxation requirements to which the company or the Executive Director is subject
lincluding, without limitation, section 409A of the US Internal Revenue Code), or other legal obligations.

Restricted sharesweregranted to Duncan Palmer on his recruitmentin 2012 as compensation for forfeited entitlements from his former employer.
This award has been pro-rated for service to tha date of notice of resignation, with the result that 74,042 PLC ordinary shares and 51,378 NV
ordinary shareswillveston leaving. Asthe pro-rated shares will only be released upon hisyet to be determined leaving date, rather than the
originalvesting dates, a cash adjustmentmay be paid to him if required to ensure that the value of the pro-rated award received on leaving is
equivalentto thatwhich would have been received under the original arrangements. Dividend equivalents on the shares will be paid on vesting.
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Policy on payments for Loss of office [continued)

{5

Mutuatly agreed termination/termination by the company other than for cause?

The Executive Director would be entitled to salary, benefits

and other contractual payments in the normalway up to the
termination date lincluding any unpaid annualincentive for any
prioryear! and would be paid forany accrued but untaken holiday.

Salary: Payment of up to 12 months

Annualincentive: Any unpaid annualincentive for the previcus year
and apro-rata paymentin respectof the partof the financiatyear
up to the termination date would generally be payable, with the
original

has discretionto

amount being determined by reference toth
performance criteria. However, the Committ
decide otherwise depending on the reason for termination and
other specific circumstances. The company would notpay any
annual incentive in respect of any part of the financial year
following the termination date (e g. for any partof unserved
notice). The annual incentive claw-back provisions would apply.

Other henefits: Where possible, benefits would be continued for up
to the duration of the unserved notice period [not exceeding the
maximum stated in the policy table] or, the Executive Director
would receive a cash payment [not exceeding the costto the
company of providing those benefits].

on: Deferred or immediate pension in accordance with scheme
s with s creditin respect of, or payment for up to, the full
perind of any unworked period of notice. Thereis provision under
the defined benefit pension arrangements for members leaving

application to the scheme trustee for early payment of their pension.

Other: The company may pay compensation in respectofany
statutory employment rights and may make other appropriate and
customary payments.

The company would have due regard to principles of mitigation of
loss. Reductions would be applied to reflect any portion of the

notice period that is worked and/or spent on gardening leave.

Oninjury, disability, ill health or death, the Committee reserves
the right to vary the treatment outlined in this section.

Employee instigated resignation

The Executive Director would not receive any payments for loss of
office. The Executive Director would be entitled to salary, benefits
and other contractual payments in the normalway up to the
ermination date and would be paid for any accrued butuntaken
holiday. The Executive Director will be entitled toreceive an
centive for a completed previous vear, but nota pro-rated

annua
annual incentive in respect of a part year up to the termination

.5 the Committee decides otherwise in the specific
circumst s, Annual incentive claw-back provisions would
apply. Adeferred or immediate pensionwould be payablein

accordance with the scheme rules.

date, unle

N

Dismissal for cause
The Executive Director would not receive any payments forloss

of office. A deferred or immediate pension would be payable in

accordance with the scheme rules.

BIP 2010, LTIP 2013 and ESOS 2013: The default position is that
unvested awards will be pro-rated to reflect time employed and
will vest subject to performance measured at the end of the
relevant performance period. Options are typically exercisable
for a period of two years following vesting. In respect of the BIP,
apro-rata number of investment shares will remainin the plan,
with the balance being released on cessation of employment.

The Committee has discretion to allow unvested awards to
vest earlier and to adjust the application of time pro-rating,
performance conditions and exercise periods subjecttothe
rules of the respective plans.

REGP: The default positionis that unvested matching shares will
be pro-rated to reflect time employed and will vest subjectto
performance measured at the end of the 2013-14 performance
period. A pro-rata number of personal shares and deferred
performance shareswill remainin the plan, with the balance
being released on cessation of employment. The Committee has
discretion to allow the matching shares tovest earlier.

ESOS 2003: The default position is that options will typically
become exercisable for a six-month period [two years on
retirement] from the termination date, subject to time pro-rating
and performance conditions. The Committee may adjust the
application of time pro-rating, performance conditions and
exercise periods, subject to the rules of the plan.

All outstanding awards lapse on date of notice. Any related
personal or investment shares (e.g. under the REGP and the BIP
will be released.

All outstanding awards lapse on date of dismissal. Any related
perscnal orinvestment shares {e.g. under the REGP and the BIP]
will bereleased.

Jontermi

1 inadditiontowhatis s
joined the company’s UK defined benefit
salary to a deferred compensation ptan. Contributio
2. Asoutlined in the multi-year incentives column, inc
giving the Carnmit cretion to adjust the defaulttr
hetieves the personal circumstances of the Executive Director sorequire.

tat

ase

arrangement, he was not a member of any company pension sc
Retirement Account
eswhere the approved leaver treatment applies, the multi-year incentive plans have a default po
atrnent within certain parameters. The Committee would expectto exer cise such discretion where the Committee

tion for any reason, Erik Engstrorm will be entitled to payment of amounts held in his “Retirement Account”, Before

eme and Reed Elsevier made annual contributions of 19
sedwhen he became a member of the UK defined benefitarrangement.
tionaswellas
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Remuneration policy table ~ Non-Executive Directors
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Purpose andlink to strategy

Toenable Reed Elseviertorecruit Non-Executive Directors with the right balance of personal skills and experience to make a major
contribution to the Boards and Committees of a dual-listed global business.

Operation

Reed Elsevier Chairman: Receives an aggregate annual fee with no additional fees, e.g. Committee Chairman fees. In

respect of Reed

Elsevier PLC and Reed Elsevier Group plc, the Committee determines, on the advice of the Senior independent Director, the Chairman’s
fee.Inrespectof Reed Elsevier NV, the Committee makes a recommendation, on the advice of the Senior Independent Director, to the

Board of Reed Elsevier NV, which determines the Chairman’s fee.

Other Non-Executive Directors: Receive anaggregate annual fee in respect of their memberships of the Boards of Reed Elsevier plc, Reed
Elsevier NVand Reed Elsevier Group plc * Additional fees are payable to the Senior Independent Director and Committee Chairmen.
Since 1 January 2014, fees are also payable for membership of Board Committees. In future, attendance fees may be paid. The Boards

determine the level of fees, subject to applicable law.

Fees may be reviewed annually, although in practice they have changed on aless frequent basis. When reviewing fees, consideration is
given tothe time commitment required, the complexity of the role and the calibre of the individual. Comparative market data is also
reviewed, the primary source forwhichis the practice of FTSE 30 companies, with reference also to the NYSE Euronext Amsterdam

(AEX]index and US-listed companies.

Maximumvalue

The fees paid to the Chairman and the Non-Executive Directors are in respect of their memberships of the Boards of Reed Elsevier PLC,
Reed Elcevier NVand Reed Elsevier Group plc. The shareholders of Reed Elsevier PLC and Reed Elsevier Group plc have approved a
maximum annual fee limit of £500,000 and £700,000 respectively [excluding additional fees for membership of or chairing Board
Committees and assuming additional responsibilities such as acting as Senior Independent Director, all of which are not subjecttoa
maximum limit]. The shareholders of Read Elsevier NV have approved a maximum annual fee limit of £600,000 for the fees borne by
Reed Elcevier NV. The aggregate annual fee limitis therefore approximately £1.7m.

Purpose and link to strategy
To provide customary benefits at an appropriate cost.

Operation

Other benefits for Non-Executive Directers are reviewed periodically and may include private medical cover, tax return preparation
costs, secretarial benefits and car benefits, including, where appropriate, the tax on such benefits.

Maximumvalue
Thereis no prescribed maximum amount.

POUBLIDADG

*Thefees paidtoaNon-Executive Director who serves only on the Board of Reed Elsevier NV reflect the time commitment to that company and to other companies within the

Reed Elsevier combined businesses.

Approach torecruitment remuneration -

Non-Executive Directors

Following recruitment, a new Non-Executive Director will be
entitled to fees and other benefits inaccordance with the
company's remuneration policy. No additional remunerationis
paid on racruitment. However, any reasonable expenses incurred
during the recruitment process will be reimbursed.

Policy on payments for loss of office - Non-Executive Directors
Inaddition to unpaid accrued fees, the Non-Executive Directors
are entitled to receive one month’s fees for loss of office if their
appointmentis terminated before the end of its term.

Service contracts and letters of appointment

There are nofurther obligations inthe Directors’ service contracts
and letters of appointmentwhich are not otherwise disclosed in
this Reportwhich could give rise toa remuneration paymentor
loss of office payment. All Directors’ service contracts and letters
of appointment are available for inspection at the company's
registered office. The Executive Directors’ service contracts do
not have a fixed expiry date.

Consideration of employment conditions elsewhere

inthe company

When the Committee reviews the Executive Directors’ salaries
annually, it takes into account the company’s guidelines for
salaries for all employees for the forthcoming year. We do not
currently use any other remuneration comparison metrics when
determining the quantum and structure of Directors” pay. We do
not think itis appropriate to consult with employees in connection
with our policy on Directors remuneration.

Considerationof shareholder views

Qur practice is to consult shareholders and consider their views
when formulating, or changing, our policy. Forexample, inearly
2013 we consulted with a number of shareholdersin connection
withthe proposals foranew LTIP and the renewal of the ESOS.
The feedback helped shape the design of the plans.

Prior commitments

The Committee reserves the right to make any remuneration or loss
of office payments if the terms were agreed prior to an individual
being appointed asa Director or prior to the approval of the policy.
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Single Total Figure of Remuneration - Executive Directors {audited]

[a) (b} [} {d} le} {n: {n} i () 13 1t

Short-term employee benefits Share-basedawards Pensian
Cons

New UK Dutch Civil
hasis' Codebasis®

Anm
Anm

P
< disclosure

incentve

Erik 2013 1134 2,467 3,300 1,301, 719 578 598 5,425 6,067 4,068
Engstrom 1o 1150 8,307 2,744 5312, 414 470 470 11,145 5,443 8,011
Duncan 2013 600 232 609 0 598 0 14 114 114 1,555 2,153 1,555
Palmer® 9017 214 10 230 847 768 914 41 4 411,362 763 1,409

forperformance
wmountincluded

1. New UK basis icolumns(d% {gland 11T

?%ve\,:xiu(n

ir bU

~1 )nf(r '| 3.
s comiply with the requirements of the Dutch Civil Cede. The figures for sh
-Based Payment. Th IPRSI chargee donot eflectthe actuatvalue

fined benefitsc i

ased awards comprise the
ivedonvesting. rY“M»gme“o:
: ngthe vear (net of
on a onfeeland fefined contribution s & ive Director intieu of pension.
3. mnmstemw%th prmrdlscmsure[coiumnc i, {a)and{l)Z:We believeincluding these figuresis helpfulforour’non~UKshareholdersasthe calcutation methodology for
share-based awards and defined benefit pensionsis consistentwith what has beenusedin pr’e/iouweporls:[althoughwehave reflected amounts inthe same year as
required by the New UK basis to facilitate comparis on. Accordingly, values are calculate hare-based awards, the value of the vested award at grant
GX( luding any subsequent share price movernent| [ss showninthe share-based award tablesin prior .epor and including dividen equivalents if appticable; (i} for options,
’nufha(evalunqumm[wvdonourpmvmuslw isclosed 5:1 exchange ratio for options to shares applicable to ESOS participan below the Board, as described inthe
2013 al Meetings); (iii) for defined benefit pension, the transf ueof the increase inaccrued pension during the year (net of inflation, Directors’
contributions and partici se)and (ivl for defined cont nbuhor.perxs.(m s wments made?o!hescheme orto the Executive Director inlieu of pension
L Shate bagedawardsfcrﬁ:k&‘ngstrom(columns[d)and i and!he?“10G!P,!‘)Gihmmsur‘ed(J.‘V&\Mhe

res de:ex'ed unti ’70151
it andthe £ SOQveslsmMaWO A ‘heaveragosn

iguie
icas forthe las tquar g
ddwau d undm tho Newy
quired, the average

on.In 2013, Duncan
nity being required to relocate to the UK
can P»ufnerbecame reqmred fo ropdyfh sfo hﬂ CO”T‘:D«;P‘ threugh payroll deductions,
column (b). He atsc received reimbursement of direct relocation expanses, under Reed

s m@,ignaumn Du
snat beeninclude
ncluded.
he amount Duncan Palmerreceived from
12 ldiand ifl relate tothe restricted shares granted to comnpensate him

5

date of joining Reed Etsevier {24 August 2012} until the end
the forfeiture of awards from his former
des estimated

‘welaslqua, te'onUTJ u} forconst@ten!w ith prlora
rated dividend equivalentsyetto ‘wepam the 31

oidie H
LmerahnnfgrD*rwtgm 1
s ernployed duri

The table above includes remuneration for the

ages 136and 137,

2013 Annual Incentive

Reed Etsevier continued to deliver onits long term strategic and £1,703m and the rate of conversion of adjusted operating profits
financial priorities in 2013. Underlying revenue growthwas 2% into cash flow was 97%. The post-tax return on average invested
[3% excluding the cycling effect of biennial exhibitions], with capitalincreasedintheyearto 12.1%.

underlying revenue growth across all five major business areas.

Improved profitability was driven by process innovationand

portfolio development. Underlying adjusted operating profitgrew
ahead ofr@\mmm at 5%. Adjusted operating cash flowwas

Setout below is a summary of performance against each financial
measure and the resulting annualincentive payments for 2013
[payable in March 2014}):

Performance measure  Relative weighting Achievement versus target Payoutas % ofsa’ary Payout as % of salary

Erik Engstrom Duncan Palmer
Revenue 30% Attarget Close to 30% Closeto30%
Adjusted profitafter 30% Justabovetarget Justabove 30% Justabove 30%
tax
Cash flow conversion 0% Justabove target Justabove 10% Justabove 10%
rate
Key Performance 30% CEC CFO Close to 30% Just below 30%
Objectives [KPOs) Substantially all Most objectives met

objectives met
105.3% 101.4%
£1,134,235 £608,550

We do not disclose our annual financial targets or details of the individual KPQ targets. The Board believes that these are commercially
sensitive and that disclosing them would give competitors an unfair insight into our strategic direction and annual execution plans.
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Multi-year incentives
Awards were granted to Erik Engstrom under the BIP and the ESOS in May 2011. The Committee assessed the performance measures
for these awards and the outcome is summarised below.
BIP: 2011-13 cycle performance outcome
Performance measure Weighting Performance range Achievement against Resulting vesting
andvesting the performance percentage
tevelssetatgrant’ range
Average growth in adjusted EPS over the three-year 50% below4%p.a. 0% 71% p.a. 81%
performance period? 4% p.a. 50% w
65%p.a. 75% &
9% p.a.or above 100% &
A
ROIC inthe third year 50% below 10.4% 0% 1.7% 100% ©
of the performance period? 10.4% 50% 2
10.9% 75%
11.4% or above 100%
Totalvesting percentage: 90.5%
1. Calculated ona straight-line basis for performance between the minimum and maximum levels.
2. Thecalculationmethodology for EPS and ROIC is set outin the 2010 Notices of Annual General Meetings, which can be found on the company's website.
ES0S: 2011-13 cycle performance outcome
Performance measure Weighting Performance range Achievementagainst  Resulting vesting
andvesting the performance percentage
levels setat grant range j_n
Average growth inadjusted EPS overthe three-year 100% below 6% p.a. 0% above 6% p.a. 100% 2
performance period 6% p.a.orabove 100% 2.
! 3
%
2

Single Total Figure of Remuneration - Non-Executive Directors'{auaitedi

Totalfee Benefits’ Totat
2013 2012 2013 2012 2013 2012

Anthony Habgood £550,000 £550,000 £1,900 £1,689 £551,900 £551,689

Mark Elliott {untit Z5 April 2013) £21,250 £85,000 £1,000 £300 £22,250 £85,300

Wolthart Hauser [from 25 April 2013) £65,058 £65,058

Adrian Hennah £65,000 £65,000 £500 £300 £65,500 £65,300

Lisa Hook? £80,462 £65,000 £1,000 £300 £81,462 £65,300

Marike van Lier Lels® £55,085 £52,846 £55,085 £52.846 o
Robert Polet £65,000 £65,000 £500 £300 £65,500 £65,300 %
Sir David Reid (untit 25 April 2013] £21,250 £85,000 £500 £300 £21,750 £85,300 %
Linda Sanford {from 4 December 2012) £65,000 £5,416 £1,000 £66,000 £5,416 §
Benvar der Veer? £93,220 £89,431 £500 €300 £93,720 £89,731

1. Benefits comprise the notional benefitof tax filing support provided to Non-Executive Directors for filings outside their home country resulting from their directorships
with Reed Elsevier. Theincremental assessable benefit charge per tax return has beenagreed by PwC for 2013 to armount to £500. Anthony Habgood's benefits also include
£1,4001£1,389in 2012} inrespect of private medicalinsurance.

2. LisaHcok became SeniorIndependent Directoron 23 Aprit 2013 and received additional fees for this role fromthat date.

3. ThefeesforMarikevan Lier Lels and Benvan der Veerwere paidineuros and were €65,000 and €110,000 respectively for 2013, For reporting purposes these were
convertedinto pounds sterling at the average exchange rate for 2013, The 2012 figures were converted into pounds sterling at the average exchange rate for 2017

rationfor Directorsis setoutinnote 29 to the combined financial statements on pages 134 to 137,

=~

The total remune

2013 Non-Executive Directors’ fees
Thefees in the Single Total Figure table for Non-Executive
Directors reflect the following fees in 2073 [unchanged from 2012]:

l
2

1

Annualfee 2013 %
Chairman £550,000 =
Non-Executive Directors £65,000/€80,000 ;3
Seniorindependent Director £20,000 @
Chairman of: F
- Audit Committee £25,000/€30,000

- Remuneration Committee £20,000
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Total pension entitlements {audited] Pension -~ New UK Regulations

Erik E:.ngstm.m isamember OHhE} UK Reed Elsevier defined ) -crued annual pensicnat 31 Accruedannual pension Single figure
benefit pension arrangements. Further details are providedinthe -ember 2012 adjusted forinflation  at31 December 2013 pension value
Policy Reporton page 79 and below. £184,940 £221,383 £719,053

Pension - Standard information ) ) ) o
. Pension - Consistent with prior disclosure

Increase inaccrued pension during Transfervalue'at31.12.13 of increasein

theyear (netofinflation] pensionduring the year [net of

50 60 inflation and Directors’ contributions)
£34,814 £530,417/£528,0777

Since October 2013, the CEO pays

) o 1. Thetransfervalue represents aliabilityinrespectof Directors' g
the amount of his base salary which {«)xceeasthe Kaarmngs cap. entitlements, and is not an amount paid or payable to the Director.

On 1 Apr 20 14, and each April thereafter, this fee willincrease by 2. After deducting Erik Engstrom’s participation fee

eeds the UK earnings cap.

fhase salarywhich exc

Scheme interests awarded during the financial year {audited)

Basis onwhich Facevalue  Valueofawardsif Percentage of maximum that Endof
awardis made ofawardat  vestinlinewith would be received if threshold performance
grant! expectations’ performance achieved’ period

BIP -~ matching share awards

Erik Engstrom Opportunity to £1,050,606  £703,906 If one measure pays out at threshold, 31 December
invest cash and/or the overall payoutis 25%. If both 2015
shares up tovalue measures pay out at threshold,
of target bonus the overall payoutis 50%.

opportunity and
recelve 1 for i
Duncan Palmer matching award £599.984% £04

LTiP - performance share awards

Erik Engstrom 250% Qfﬁ;eaiary £2,626,557  £1,313,279 [fthe measure with the lowest payout 31 December
Duncan Palmer 200% of salary 1199998«  £0¢ atthreshold pays out at threshold, 2015

307

the overall payoutis 3%. Ifeach
measure pays out at threshold,

29,

the overall payoutis 32%

ESOS ~ marketvalue options

Erik Engstrom 250% of salary £2,626,557  £420,249 33% 31 December
Duncan Palmer 200% of salary £1,199998  £0* 2015

IR THMTHY

REGP ~ matching share awards

Erik Engstrom Inaccordance £7.546,000  £3,773,000 Ifthe measure with the lowest payout 31 December
with the REGP atthreshold pays out at threshold, 2014
ptan rules® the overall payoutis 3%. lfeach

measure pays out atthreshold,
the overall payoutis 50%.

uotation of PLC ordinary shares (£7.345], the closing price of NV ordinary shares
rant {8 Muv 70“ ‘). T(.aae share prices are used to determine the number of award
mr has not been reduced to reflect the fact that the aggregate option price is payable on exercise. The
parhupants investment shares purchased by the trustee, between 9 and 13 May 2013, thep f
$33.251. The face values for BIP, LTIP and REGP do ncttake into yunt the divid
sare awards has been determined using the appticable middle markel quotations, ¢

anted, aswellastosetoption

1 & .
L] : i with expectations is as per the perforr n-r'reswnarmfhahor‘ pa9983 ForﬁehFPP itisaspe' the polic yka,luor pdq e8Z.

hold ;,,uyout

signation.
was determined in accordance with the plan rules and equals the number of deferred

ik Engstron
resonal shares heldinthe planatthe date of the matching award grant {25 Aprit 2013

M(mu nhe
performance sh
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The following targets and vesting scales apply to awards granted
in2013:

BIP: 2013-15 cycle

ROICIn the third
year of the
performance
period*

Average growthinadjusted EPS
overthe three-year
perfermance pariod*

Matchearnedonpersonal
vestment

% belowé%p.a. below 11.2%
50% 4% p.a. 11.2%
75% 6.5%p.a. 1.7%
100% 9% p.a.or above 12.2% or above

*EPS and ROIC have equal weighting and straight-line vesting applies to
performance between the points.

LTIP: 2013-15 cycle

Vesting is dependent on three separate performance measures of
equalweighting:a TSR measure, an EPS measure and a ROIC
measura.!

Vesting percentage of each third of
the TSR tranche’

TSR ranking within the relevant TSR
comparator group

0% Below median
30% Median
100% Upperquartile

1. Thecaiculation methodology for TSR, EPS and ROIC, and the components of the
TSR comparator groups, are set outinthe 2013 Notices of Annual Generat
Meetings, which can be found onthe company’s website.

2. Vestingisonastraight-line basis for performance between the minimum and
maximum levels

Thethree TSR comparator groups (Sterling, Euro and US Dollar)
reflectthe factthat Reed Elsevier accesses equity capital markets
through three exchanges - London, Amsterdam and New York -
inthree currency zones. Reed Elsevier's TSR performance is
measured separately against each comparator group and each
ranking achieved will produce a payout, if any, inrespect of
one-third of the TSR measure. The proportion of the TSR measure
thatvests will be the surn of the three payouts.

Each comparator group comprises approximately 40 companies,
selected on the following basis for the 2013-15 LTIP cycle:

la) theywereinarelevant marketindexorare the largest listed
companies on the relevant exchanges at the end of the year
before the startof the performance period: the FTSE 100 for
the Sterling group; AEX, NYSE Euronextand the Frankfurt
Stock Exchange for the Euro group; and the S& P 500 for the
US Dellar group;

{b} certain companies were then excluded:
¢ those with mainly domestic revenues {as they do not reflect

the global nature of Reed Elsevier's customer base);

those engaged in extractive industries (as they are exposed
to commodity eycles}): and

financial services companies las they have a different risk/
reward profile};

[c] the remaining companies were then ranked by market
capitalisationand, for each comparater group, the 20
companies above and below Reed Elsevier were taken;

{d} relevant listed global peers operating in businesses similar to
those of Reed Elsevier but not otherwise included were added.

89

ROIC in the third
year of the
performance

Average growthinadjusted

Vesting percentage of EPS EPS over the three-year

and ROICtranches* performance period period
0% below 5% p.a. below 11.2%
33% 5% p.a. 11.2%
52.5% 6% p.a. 11.45%
65% 7% p.a. T.7%
75% 8% p.a. 11.95%
85% 9% p.a. 12.2%
92.5% 10% p.a. 12.45%
100% 11% p.a. orabove 12.7% or above

*Vestingisonastraight-line basis for performance between the stated average
adjusted EPS growth/ROIC percentages.

ESUS: 2013-2015 cycle

Average growthin adjusted EPS over the

three-year performance period*

Proportion of the awardvesting

0% below 4% p.a.
33% 4% p.a.
80% 5% p.a.
100% 8% p.a.or above

*Vestingis onastraight-line basis for performance belween the st
adjusted EPS growth percentages.

average

REGP: matching awards

Asdisclosedin previous reports, vesting is dependent on three
separate performance measures of equal weighting: a TSR
measure, an EPS measure and a ROIC measure.

Vesting percentage of each third of TSRrankingwithinthe relevant TSR

the TSR tranche* comparator group

0% Below median
30% Median

100% Upper quartile

*Vesting s onastraight-line basis for performance between the minimum and
maximum levels.

ROIC inthe second
Average growth inadjusted year e

Vesting percentage of EPS EPS overthe two-year perfarmance

and ROIC tranches* performance period* period*
0% below 7% p.a. below 10.7%
60% 7% p.a. 10.7%
100% 13%p.a.orabove 12.7% or above
*Vestingis ona straight-line basis for performance between the minimum and

maximuim levels

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 benefitto Reed Elsevier. Accordingly,
Executive Directors may, subject to the approval of the Chairman
and the CEO [or the Chairman only in the case of the CEQ), serve as
Non-Executive Directors on the boards of up to two non-associated
companies [of which only one may be a major company} and they
may retain remuneration arising from such appointments.

Duncan Palmeris a Non-Executive Director of Oshkosh
Corporationand received fees of £63,141 for 2013.

Payments to past Directors and payments for loss of office
(audited)

There have been no paymentsto past Directors or payments for
loss of office in 2013.
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Statement of Directors’ shareholdings and other share
interests (audited)
S‘mra“o ding requirement

The Cornrnittee believes that a closer alignment of interests can
be created between senjor management and shareholders if
executives build and maintain a significant personal stake in Reed
Elsevier. The shareholding requirements applicable to the Executive
Directors are set out in the table below. Shares that count for this
purpose are any type of Reed Elsevier ecurity owned outright by
the individual and their spouse, civil partner or dependent chitd.

3]

Meeting the shareholding requirementis both aves ting conditio
]

anted and a requirement to maintain ell q;mhtv For

Shareholding requirements fallaway on leaving

forawards gr
future awards.
the company.

On 31 Oe'\em her ?C Q,t’

Reed Flsevier s;rscumie::).

Shareholding g
L% of at f“ D( @fmwr 2013
{% of 31 Decernber Z(}l,x

annual bas

734%

Duncan Palmer Z200% 69%

2015 e buitduptohis
arned from incentiy

required

Share interests

Reed Elsevier PLC
ordinary shares

31 December 1 January

2013 2013

1 January
2013

Erik Engstrom 107,040 114,552 509,556 513,765
Anthony Habgood 50,000 50,000 25,000 25,000
Wolfhart Hauser™ 750
Adrian Hennah 5163 5163

Lisa Hook 4,800 4,800
Marikevan Lier Lels

Duncan Patmer 88 30,022
Robert Polet 1,000 1,00C

Linda Sanford 3,600

BenvanderVeer 5,000 5,000

*Wolthart Hauser was appointed on 25 Aprit 2013

s atthe date of this Report

Thers have beennochanges inthese shareintere

Multi-year incentive interests (audited)

Altoutstanding unvested options and share awards inthe tables
belowand on page 91 are subjectto performance conditions,
except for the deferred 50% of Erik Engstrom’s already
performance-tested 2010 REGP performance share award [see
page 82} and the RSP award granted to Duncan Palmer onjoining
Reed Elsevier [see page 83). For disclosure purposes, any PLCand
NV ADRs awarded under the BIP or the REGP have been converted
into ordinary share equivalents. Between 31 December 2013 and
the date of this Report, there have been no changesinthe options
or share awards held by Executive Directors.

No. of No.of No.of
options options Market options
granted ise price per held on Options
during Option shz 31 Dec s exercisable
2012 price ‘ exercise vesting on untit
£ESOS 2004 PLCord 63,460 £4.780 63,460 £7.531
NV ord 43,866 €10.300 43,866 €12.810
2005 PLCord 164,517 £5.335 154,517 £8.774
NV ord 105,412 £11.310 105,412 €15.277
2006 PLCord 178,895 £5.305 178,895 13May 16
NV ord 120,198 €11.470 120,198 13 May 16
2011 PLC ord 139,144 £5.390 139,146 05 May 14 05 May 21
NV ord 92,953 £8.949 92,953 05 May 14 05 May 21
2012 PlCord 98,836 5.155 198,836 02 May 15 02 May 22
NV ord 139,742 £9.030 139,742 02 May 15 02 May 22
2013 PlCord 178,799 £7.345 178,799 09 May 16 09 May 23
NVord 124,337 £12.530 124,337 09 May 16 09 May 23
LTip 2004 PLCord 325,163 £4.780 325,163 £7.531
B NVord 224,766 | 10300 224,766 €12.810
Total PLC ords 1,060,017 178,799 543,140 695,676
Total NV ords 776937 124,337 374,044 477,230
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Erik Engstrom [continued)
No.of
No. of No. of No.ofshares Market unvested/non-
unvested shares Market vested/ pricepershare  performance
shares awarded price performance atvesting/  tested shares Endof
Year of Type of heldon during pershare testedduring performance heldon  performance
grant security 1Jan2013 2013 ataward 2013 testing 31Dec2013 period Date ofrelease
BIP 2010 NVord 140,378 £8.310 125,638 £13.100 Dec 2012 H12013
20117 NVord 122,352 £8.969 122,352 Dec2013 H12074
2012 NVord 136,950 €9.030 136,956 Dec2014 H12015 g
2013 NVord 96,830 €12.530 96,830 Dec?2015 H12016 g
LTIP 2013 PLCord 178,799 £7.345 178,799 Dec2015 H12016 ti
NVord 124,337 €12.530 124,337 Dec2015 H12016 2
REGP 2010 PLCord 643,086 £4.665 4297107 £7.774 Dec2012  50%H12013
50% H12015
NVaord 422,310 €8.310 282,187° €13.100 Dec2012  50%H1 2013
50%H12015
2013 PLCord 321,895 £7.760 321,895 Dec2014 H12015
NVord 450,494 €13.150 3 450,494 Dec2014 H12015
Total PLC ords 643,086 500,694 429,710 500,694
Total NVords 821,990 671,661 407,825 930,963
m
1. Theperformance outcome for the BIP 2011 is set out on page 87 g
2. Thenumberof shares shownrepresents the entire amount whichwas performance tested in H1 2013, 50% of this has been deferred and is subjecttorelease inH1 2015 (;;

Duncan Palmer

No.of No. of No. of No. of
opticns options options Market options
heldon granted exercised price per heldon Unvested Options
Year of Type o! 12an during Option during share at 31 Dec options  exercisable
grant security 2013 2013 price 2013 exercise 2013 vestingon untit
ESOS 2012 PiCord 67,331 £6.015 lapsed
NV ord 48,018 €10.560 lapsed
2013 PLCord 81,688 £7.345 lapsed &5
: o
NV ard 56,806 €12.530 lapsed 8
N . =
Total PLC ords 67,331 81,688 8
) a
Total NV ords 48,018 56,806 2
54 ARG No. of
No. of No.ofshares Marketprice  unvested/non-
unvested No. of vested/ pershare at perf
shares shares Marketprice  performance vesting/ tested shares endof
Yearof Type of heldon awarded pershareat  testedduring  performance heldon performance Date of
grant security 1Jan2013 during 2013 award 2013 testing 31 Dec 2013 period release
BIP 2013 NV ord 55,298 €12.530 lapsed
PSP 2012 PLCord 179,551 £6.015 lapsed
LTIP 2013 PLCord 81,688 £7.345 lapsed
T
NV ord 56,806 £12.530 lapsed ]
)
RSP* 2012 PLCord 269,376 £6.015 72,042 Termination &
NV ord 51,378 date o
Total PLC ords 428,927 81,688 72,042 i
Total NVords 112,104 51,378 2
o W
pel
*Duncan Palmer's RSP award has been subject totime pro-rating following his resignation. The number of unvested shares held on 31 Decemnber 2013 is the number that will o
vestontermination. Inaccordance with the terms of the award, half ofitis being settled with Reed Elsevier NY ordinary shares. %

LOBWIOUY
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Performance graphs and CED historic pay table

The graphs below show total shareholder returns for Reed Elsevier PLC and Reed Elsevier NV, calculated on the basis of the average
share price inthe 30 trading days before the respective year end and assuming dividends were reinvested. Reed Elsevier PLC's
nerformance is compared with the FTSE 100 and Reed Elsevier NVwith the AEX Index [to reflect their respective memberships of those
“e{weyearsﬁﬁnwziDec&wﬁmr2008to3?lecmnberZOﬂiChaﬁsshomﬂngpeﬂbrnmnceoverafouryearpehodare
FfREGPin 2010. The three-year charts cover the performance

indices), o
ncluded torefl
period of the 2011-2013
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Performance graphs and CEO historic pay table [continued)
Thetable below shows the historic CEO pay over a six-year period. 2008 has been included to show the pre-2009 position, as 2009 was a
transitionyear withthree CEO incumbents.
£000 2008 2009+ 2010 201 2012 2013
CEQ SirCrispin @ SirCrispin lan Erik : Erik Erik Erik Erik
Davis : Davis Smith  Engstrom :  Engstrom  Engstrom  Engstrom  Engstrom
Annualised base salary 1,181 ¢ 1,181 900 1,000 : 1,000 1,025 1,051 1,077
Annualincentive payout as 61% - 30% 37% 71% : 67% 66% 73% 70%
a % of maximurm 1 &
- N U
Multi-year incentive vesting 100% - 0% 0% 0% : 0% 0% 70%° 96%" é
as a % of maximum ' : P
CEOQ totel [New UK basis)' 7193 : 706 1,033 426 ¢ 3,140 2,738 11,1450 5,425 f
CEO total [Dutch Civil Code 6,631 ¢ (514) 1,033 431 2,675 5,045 5,443 6,067
basis)? § :
CEQ total [Consistent with 7,673 : 693 1,033 378 : 2,737 2,935 8,011° 4,068
prior disclosure)’ : '
1. NewUKbasis: Thisis describedin footnote 1 tothe Single Total Figure table on page 86.
2, DutchCivil Code basis: This is described infootrote 2 to the Single Total Figure table on page 86
3. Consistentwith prior disclosure: Thisis describedin footnote 3 to the Single Total Figure table on page 86
4. SirCrispin Daviswas CEO from 1 January to 31 March, lan Smithwas CEQ from 1 Aprilto 10 November and Erik Engstromwas CEO from 11 November to 31 December.
5. The 2012 percentage reflects BIP and REGP and the 2013 percentage reflects BIP and ES0S.
4. The 2012 figure for Erik Engstrom reflects the vesting oftra ofthe REGP and the 2010 BIP, both measured over the 2010-12 period. The REGP figure reflects the entire T
amount thatwas performance tested over the 2010-12 period, including the 50% of shares deferred untit 2015 in accordance with the planrules. 3
A
Comparison of change in CEO pay with change in employee pay Multi-year incentives: The award levels (% of salary] for 2014 are: 5
The table'below shows the percentage change in remuneration CEO CEO i
[salary, benefits and annualincentive) from 2012 to 2013 for the P - 0% " =
. iy Yo 7
CEQ compared with the average employee. opportunity ‘ 100%
LTIP 250% 200%
% change from 201210 2013
. ESOS 250% 200%
CEC Average ernployee*
Salary 2.5% 2.5% The targets and vesting scales for the multi-year incentive awards
Benefits ~15%, 2 50, grantedin 2014 are as follows:
Annualincentive =1.4% 2.5% BIP: 201416 cycle
*Thisreflects a substantial proportion of our global employee population ROIC in the third -
Average growthinadjusted yearofthe 2
Relative importance of spend onpay Match earned on personal EPSoverthe three-year performance o
The following table sets outthe total employee costs forall nvestment performance period® period” g
employees, as well as the amounts paid in dividends and 0% below 4% p.a. below 11.6% %
share repurchases. 50% 4% p.a. 11.6%
2013 (Em] 201216 | 75% 6.5% p.a. 12.1%
2013 {Em) 2012 (€mi % change ,
veend 100% 9% p.a.orabove 12.6% or above
Employee costs* 1,775 1,845 ~4% )
. - . _ *EPS and ROIC have equal weighting and straight-line vesting applies to
Dividends 549 521 5% performance between the points
Sharerepurchases 600 250 140%
’ LTIP: 2014-16 cycle
*Employee costsinclude wages and salaries, social security costs, pensions and Vesting is dependent onthree separate performance measures
share-based and related remuneration. . .
of equalweighting: a TSR measure, an EPS measure anda
implementation of remuneration policy in 2014 ROIC measure.
Salary: The Committee has awarded a salaryincrease of 2.5% to - o : o
S . . Vesting percentage of each third TSR rankingwithinthe retevant
Erik Engstrom, which means that, from 1 January 2014, his salary of the TSR tranche’ TSR comparator group
seto£1,103,813. This is within the guidelines agreed : =
rosetof ,m 813. This SA ' Hegu;dgt ag egdror 0% Below median o
employees in Reed Elsevier's most significant locations globally o N 2
; ” ) E 30% Median &
for 2014. There was no increase to Duncan Palmer’s salary. o : P
100% Upper quartile 2
. . . . . @
AlP: The operation of the AlPin 2014 remains the same as in 2013, 1. Thecalculation methodology for TSR, EPSand ROICis setoutin the 2013 Notices 5
with the exception of the introduction of claw-back provisions. of Annuat General Meetings, which can be found on the company's website. The %
Annual financialtargets and KPOs are not disclosed as the Board methodolegy for selecting the TSR comparator group companies is unchanged E
. o " . o . from 2013 {see page 89) o
believes thatthese are commercially 59””_'Uveand thatdisclosing 2. Vestingisonastraight-line basis for performance between the minimum and c}‘
them would give competitors an unfair insight into our strategic maximum levels E
N . . .7 W
direction and annual execution plans. The targets are designed to =

be challenging relative to the 2014 execution plan.
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REMUNERATION

ROIC inthe third
yearof the
performance

Vesting pere

ang tranches® period

0% betow 5% p.a. below 11.6%
33% 5% p.a. 11.6%
52.5% '/‘G/o} .a. 11.85%
65% T%p.a. 12.1%

75% 8%p.a 12.35%
85% 9% p.a. 12.6%
92.5% 1W0%p.a. 12.85%
100% 11% p.a. or above 13.1% orabove

stweenth

ted average

ES0S: 2014-2016 cycle

rowthinadj
se-year performar

Proportion of the award vesting

0% below 4% p.a.

33% 4% p.a.
80% 6% p.a
100% 8% p.a.or above

*Vestin
adjusted

rperformance between the stated average

Non-Executive Directors fees: Changes to Non-Executive Director

fee levels, from 1January 2014, 2

re gs follows:

ctarandthe
will be increased from

hdmmcz it Dir
e ‘wazrma

« Feesfor the Senior
Remuneration Commit
£20, {“Gum £25,000; and
The following Committee n’s@mbership fees apply:

AUL Committee membe £12,500 perannum

Remuneration Committee member  £12,500 perannum

Nominations Committee member 500/€9,0600 per
annum

Shareholder Vote at 2013 Annual General Meetings

Remuneration Committee advice

The Committee consists of independent Non-Executive Directors
and the Chairman of Reed Elsevier Group plc. Details of members
and their attendance are contained in the section, "Structure and
corporate governance”, on page 73. The Chief Legal Officerand
Company Secretary attends meetings as secretarytothe
Committee. At the invitation of the Chairman of the Committee,
the CEO of Reed Elsevier Group plc attends appropriate parts of
the meetings. The CEO of Reed Elsevier Group plcis not in
attendance during discussions about his remuneration.

The Human Resources Director advised the Committee during
theyear.

Towers Watson is the external adviser, appointed by the
Committee through a competitive process. Towers Watson atso
provided actuarial and other human resources consultancy
servicesto some Reed Elsevier companies during theyear. The
Committee is satisfied that the firm’s advice continues to be
objective and independent, and thatno conflictof interest exists.
The individual consultants who work with the Committee do not
provide advice to the Executive Directors, or acton their behalf.
Towers Watson is a member of the Remuneration Consultants’
Group and conducts its work in line with the UK Code of Conduct
for executive remuneration consulting. During 2013, Towers
Watson received fees of £58,172 for advice given to the Committee,
charged on atime and expense basis.

Atthe Annual General Mommg of Reed Elsevier NV, on 24 April 2013, votes cast by proxy and at the meeting in respect ofthe Directors’

remuneration were as follow

Resolution Votes For Y% For Votes Against Y% Against Totalvotes cast Votes Withheld
Amendment to remuneration 458,169,301 9749% 11809279 2.51% 469,978,580 2,019,615
policy lapproval)

New LTIP 2013 {approvall 458,632,132 97.42% 12,147,289 2.58% 470,779,421 1,218,774
Renewal of ES0S 2013 [approvall 437 897046 93.02% 32,880,775 6.98% 4707778 1,220,374

Atthe Annual General Meeting of Reed Elsev
remuneration were as follows:

ier PLC, on 25 April 2013, votes cast by proxy and at the meeting inre

% For Votes Against

spect of the Directors’

% Against Totatvotes cast

Resolution Votes For Votes Withheld
Rernuneration Report {advisory] 756,447,901 84.99% 133,639,746 15.01% 890,087,647 32,006,721
New LTIP 2013 lapprovall 816,986,538 91.78% 73127112 8.22% 890,113,650 31,981,467
Renewal of ES0S 2013 {approval] 826,736,423 89.84% 93,459,084 10.16% 920,195,507 1,899,610

Wolthart Hauser
Chairman, Remuneration Committee
26 February 2014
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Report of the Audit Committees

Thisreporthas 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 beenapproved by the respective Boards, It provides an
overview of the membership, responsibilities and activities of
the Committees. The functions of an audit committee in respect
of the financing activities are carried out by the Supervisory
Board of Elsevier Reed Finance BV. The Reed Elsevier PLC and
Reed Elsevier NV Audit Committees fulfi theirroles from the
perspective of the parent companies and both Committees
have access tothe reportstoand the work of the Reed Elsevier
Group plc Audit Committee and the Elsevier Reed Finance BV
Supervisory Board in this respect.

Membership

The Committees comprise at least three independent
Non-Executive Directors. The members of each of the
Committees that served during the year are: Benvan der Veer
(Chairman of the Committees), Sir David Reid (until April 2013},
Adrian Hennah and Linda Sanford. Adrian Hennah, a UK chartered
accountant, and Benvan der Veer, a registered accountantin the
Netherlands, are considered to have significant, recentand
relevant financial experience.

Responsibilities

The mainrole and responsibilities of the Committees are to assist
the respective Boards in fulfilling their oversight responsibitities
regarding:

the integrity of Reed Elsevier's interim and financial
statements and reporting process;

risk managementandinternal controls, and the effectiveness
ofthe internalauditors; and

the effectiveness, performance and qualifications of the
externalauditors, including monitoring their independence
and objectivity.

The Committees report to the respective Boards on their
activities, identifying any mattersin respect of which they consider
thataction orimprovementis needed anc making
recommeandations as to the steps to be taken.

Theterms of reference of each Audit Committee are reviewed
annually and a copy of eachis published on the Reed Elsevier
website, www.reedelsevier.com.

Committee meetings

The Committees met five times during 2013. The Audit Committee
meetings are typically attended by the Chief Executive Officer, the
Chief Financial Officer, the Reed Elsevier Group plc group financial
controller, the Reed Elsevier Group plc chief legal officer and
director of internal audit, and audit partners from the external
auditors. Additionally, in 2013, senior representatives of the
external auditors of blsevier Reed Finance BY attended the July
and February meetings of the parent company Audit Committees.

Financialreporting
Indischarging their responsibilities in respect of the 2013 interim
and financial statements, the Committees have:

reviewed and discussed areas of significantjudgementin the
preparation of the financial statements, including in particular:

i. thecarryingvalues of goodwilt and intangible assets - the
judgementsinrespectofassetcarrying valuesrelate to the
assumptions underlying the value in use calculations
including discount rates and long-term growth
assumptions. The Committees received and discussed a
reportfromthe Reed Elsevier Group plc group financial
controller onthe methodology and the basis of the
assumptions used.

ii. capitalisation of internally generated intangible assets - the
capitalisation of costs related to the development of new
products and business infrastructure, together with the
usefuleconomic lives applied to the resulting assets,
requires the exercise of judgement. The Committees
received reports from the Reed Elsevier Group plc financiat
controller onthe amounts capitalised and asset lives
selected for major projects.

li. uncertain tax positions - assessing potential liabilities
across numerous jurisdictionsis complexand requires
judgementin making tax determinations. The Committees
received and discussed reports from the Reed Elsevier
Group plc head of group taxation on the potential liabilities

identified and estimates applied.

The Committees also received detailed written and verbal
reports from the external auditors onthese matters. The
Committees were satisfied with the explanations provided and
conclusions reached.

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,

considered whether the annual reporttaken as awhole was
fair, balanced and understandable.

Risk management and internal controls
With respect totheir oversight of risk management and internal
controls, the Committees have:

received and discussed regular reports 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 2013 included:
management of investment programmes; requlatory
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 Actrelating to the documentation and
testing of internal controls over financial reporting.

reviewed and approved the internal audit plan for 2013 and
monitored execution, including progress in respect of
recommendations made.

reviewed the resources, terms of reference and effectiveness
of the Reed Elsevier Group plcrisk management and internal
audit functions.
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JOITCOMMITTEES

« received presentations from: the Reed Elsevier Group plc chief
r'c‘mwgzﬁmce officer onthe compliance programmes, including
the operation of Reed Elsevier's codes of conduct, training
programmes and whistleblowing arrangements; the Reed
Elsevierinc. L counselon the management of data
privacy, sec mmp iance; the Reed Elsevier Group plc
1T security offic
the Reed Elsev
and claims,

genera
rity anc
-oninformation technology security; and

ter Group plc chieflegal officer onlegalissues

received updat

from the Reed Elsevier Group plc group
treasureron i

pensi rangements and funding, treasury
sk management, compliance with treasury

nolicies and
polic nd globalinsurance arrangements.

s from the Reed Elsevier Group plchea
es and related matters

received presente
of group taxation on tax polic

« received regular updates from the Chief Financial Officer on
developments within the finance function.

« received presentations on a rotational basis from the chief
financial officers of major businesses onthe priorities for the
finance functions and the risk management and internal
controtactivities.

External audit effectiveness

Reed Flsevier has a well-established policy on audit effectiveness
and inde ce of auditors that sets outinter alia: the

respons 5 of each Audit Commi ti?gz\mefeiert,{,ztcf
e;ud&mf'stob e proposed for appointment or re-appointmentand
ent, scope and

for agreement onthe terms of their engagem
n: the auditorindependence requirements and the

s the rotation of audit
198 between the

s available onthe

remuneratio
policy on the provision of non-auditservic
partners and staff; and the cot nduct of mes
auditors and the Audit Committees. The policyis

Reed Flsevier website, www.reedelsevier.com.

5

vy

he auditors are precluded from engaging in non-audit
m’N\/‘Hﬂbﬁ atwould compromise their independence orviolate
any professional requirements or regulations affecting their
appointment as auditors. The auditors may, however, provide
non-audit services which do not conflictwith theirindependence,
and where their skitls and experience make them a logical
supplier, subject to pre-approval by the Audit Committees
Committees have, each qua’“t@r reviewed and agreed the
non-auditsery 2013, together with the associated
fee:ﬂ;«whtchmo‘ toutinnote 3 fo‘mecom%m@d‘manci”s
staternents. The non-audit services provided were in the areas of
dit-related activities such as royalty assurance, tax advice and
c:@mpumcexmed go nce and othertransaction-related services.
Non-audit services performed in the Netherlands are imited to
audit-related activitie

.The

ices provided in

ave confirmead theiri
d Elsevier policy on auditor indep
ommittees.

ndependence and
endence

The external auditors h
compliance with the Re
to the Audit C

Deloitte LLP and Deloitte Accountants BV or their predecessor
firms were first appointed auditors of Reed Elsevier PLC and Reed
Elsevier NV respectively for the financial year ended 31 December
1994. The auditors are required to rotate the lead audit partners
responsiole for the audit engagements every five years. The lead
engagement partner for Reed Elsevier PLP has now completed his

fifthyearand is required to rotate offthe audit. The lead engagement
partner for Reed Elsevier NV has completed fouryears.

The Committees conducted their annual review of the
performance of the external auditors and the effectiveness of
the externat audit process for the year ended 31 December 2013
The review was based on a survey of key stakeholders across
Reed Elsevier, consideration of public reports by regulatory
authorities on key Deloitte member firms and the guality of the
auditors’ reporting to and interaction with the Audit Committees.
Based on this review, the Audit Committees were satisfied with
the performance of the auditors and the effectiveness of the
audit process.

Any decision to open the audit to tender is taken onty on the
recommendation of the Audit Committees. The Committees have
monitored requlatory developments in the UK and the Netherlands
regarding length of audit tenure, tendering and audit firm rotation.
Inlight of the transition of the Reed Elsevier Chief Financial Officer
and the continued objectivity, independence and effectiveness of
Deloitte LLP and Deloitte Accountants BY, the Audit Committees
have concluded that it will neither be appropriate nornecessary to
change auditors or hold a tender during 2014.

The Committees have, therefore, recommended to the respective
Boards that resolutions for the re-appointment of the external
auditors be proposed at the forthcoming Annual General Meetings.

An audit tender will, however, be undertakenindue course in
line with the transitional arrangements applicable in the UK
and the Netherlands; the timing of this will be discussed by

the Committees during 2014. Under current legistation in the
Netherlands, Deloitte would not be eligible to participate inany
suchtender.

The effectiveness of the operation of the Audit Committees was
reviewed as part of the effectiveness review of the Boards in
February 2014.

BenvanderVeer
Chairman of the Audit Committees
26 February 2014



o

? 3¥
i)
L M
”‘(M’

i m
s
g«,,)\%\ R /

(% S

L

§ i 8 \sw*,z\ o

mm “""\ i e 5 iy i G a ) . o . Mé\?\’y’b 2‘! i
‘W i : G i ; T ik i "((“W* J( "Q"‘}\/NM,\/‘ 9}\1’:‘,

s ;§V ( i ‘ ‘ I ,’ ! {\VW\ A‘ J\“’\“ il

X e
i ﬂ\ .
0

i
:%u/,\fww
L Hi m?

i / “

b ‘\/\, x.
W/mQu ;

o N i
\,M W f‘{ W‘ 07\&;%
” m«\\/\&“\” W‘
i ‘?M‘,W;ﬁm

N

%

e
u“’%u‘){ \
. . ﬁb
'Wr
5\

\
v

%z

=

=

i W«

! i ‘ e A ﬁ«;m) wx\’(*)aw\ i
. "’{%\ Ll »@\‘Mrm o i e e ; 5 o x\ om‘ AH '\w“f‘ﬂ W),
Q’JI g\V/W’ f»m(“f{ i : y\”{f‘"\’m Seiann G bl h‘\\u \u\
A i 5 i B i i
L ! ! : . |
i

,/w ».\oy
s

0 ﬁv
o

=

=

I

P .
&s«m& N w \WW L mf?,
jm\éu,‘,;@)(‘uw,, w;fg}j/,)@;y;( /1‘

A
5 'm;i WW“W(L i

..\,

%zﬁ”
o

\ i

il /
. «,\‘«C‘ e
o
. i (w&

i

.

-

=

=

i
i

G
\,(;«,\

-

NV‘
i *‘A,;?M i ’w
e

A m{) L
Wi
ﬁ,««, %A

i
m?’ i

L
i
mm\,
L
o .

i /

e ; B ; G : e % p,\

; A ; i : : o
,\ , L RRES i i : il i \Orwm o T s 3 3 5 4 i SR u[ ;u,u
‘ L o A g e \“W i . 3 o : it ; S G

\\,1«4 r}? B i o G R ""w’{\/\\/’\ S s : ; ; y ) 0 o e v‘\‘\\v,‘,},‘m i

i
"‘ u, »\ ,‘ his ‘}}\A‘\(\ ik
O o /‘m&z

\ ki i
SR : i i i e ,,{\ *‘rWW\u//r%k(wi«’(ﬂ
i ik 5 A A

i

i (,/w

‘W.,’”‘.,

G il

ol WM o «

\A;wﬁy i ()‘H“M(s i c,z L o
,/A,,',o\«“ G S I u\;w\\,,,/

=

.
i i ‘“\ i ,r\‘
. ,a\“\;,‘,;o

M“'M‘; i /Wﬁ

el

53

£91 fmauen
M\Uy,,,/;,9,\”,({3)‘“’ \w b i \/w,‘,, "“‘l . R m?y\%\;j. i
o o

..
i % . )‘n«w\{\[\« L

B ’a» i




g% FINANCIAL STATEMENTS AND OTHER INFORMATION
COMBINED FINANCIAL STATEMENTS

Combined income statement

Restated

2013 2012
) L Note £m £m-
Revenue 1 6,035 6,116
Costofsales {2,118} (2, 139}
Gross profit 3917 3977
Selling and distribution costs {1,008] [1,015)
Administration and other expenses {1,565} [1,653)
Opm at nqi}mfibe?om‘o ntventures ‘ - ' ' - 1,34’7 1?09
Share of results of joint ventures 29 24
Dgﬁmtmgpmm ' - ' - 2 1,:3’7& 1333
Finance income 7 10 14
Finance costs 7 {206) [243]
Net finance costs ' ' - (196)  [227)
Di bpumbaﬂd other rmhop<~raum ftemns v 8 16 45
?’m?sm%f&mtax - o ’i,196 MS?
Current tax (352} {153}
Deferredtax 27 51
Tax expense 9 s (02)
Net profit for the year ' o 115 1,049
l\t‘r"*‘z;utabi@%o-

Parent companies shareholders 1,110 1,044
Non-controtling interests 5 5
Net pmm forthe year ' 1,1 5 1 ,OL‘)
Combined statement of comprehensive income

?estated
2013 2012
Note £m £m
Net profit for the year 1,115 1,049
ltemns that will not be reclassified to profitor loss:
Actuarial gains/(losses] on defined benefit pension schemes 5 40 {293
Tax on terns that will not be reclassified to profitorloss 9 {24} 96
Tﬁ%a Litems that will not be reclassifiedto pmfntorlass - ‘ T 1197)
ltems that may be reclassified subsequently to profitor loss:
Exchange differences on translation of foreign operations {88] {136]
Transfer to net profit on disposal of available for sale investments - i
Fair vatue movernents on cash flow hedges &5 70
Transfertonet profitfromcash f”ovv hedge reserve [net of tax] 18 {2} 21
Taxon itemns that may be reclass fied to profitor loss 9 {15} {19
Totalitems that may be reela«:ssmed to pmfat orloss ' o ' ‘ 40 (53)
Gthszrmmpmhanssv& iﬁssfwtheypar ' . " ' 124} (250
Tﬁtaimmprehemwemmmefartheyear - ‘ ' 1;091 799
Attributable to:
Parent cormpanies’ shareholders 1,086 794
Non-controtlir nginterests 5 5

Tomlmmpr@hensive income for the: yedr ) 1,091 799
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Combined statement of cash flows
<
2
FORTHEVEARENDED 31 DECEMBER 2013 2012
Note £m £m
Cash flows from operating activities
Cashgenerated from operations 1 1,943 1,847
Interest paid (200) (231)
Interest received 5 7
Tax paid [net) (362) (216)
Netcash from operating activities 1,386 1,407
@
Cashflows frominvesting activities %
Acquisitions _ 11 (221 &
Purchases of property, plant and equipment (57) %
Expenditure oninternally developed intangible assets (251) 2
Purchase of investments (10)
Proceeds fromdisposals of property, plant and equipment 6
Gross proceeds from business disposals 31
Payments on business disposals (116)
Dividends received from joint ventures 22
Net cash usedininvesting activities (316)
Cash flows from financing activities
Dividends paid to shareholders of the parent companies (549) (521} n
Distributions to non-controlling interests (6) (4) g
increase/(decrease] in shortterm bank loans, overdrafts and commercial paper 169 (434) g
Issuance of term debt ) 184 592 @
Repayment of term debt (915) [437) ?
Repayment of finance leases (10 (4)
Disposal of non-controlling interests - 7
Repurchase of ordinary shares (600) (250)
Proceeds onissue of ordinary shares 125 48
Net cash used in financing activities (1,602) {1,003)
Decreaseincash and cash equivalents 1 (532) (72)
Movementin cash and cash equivalents ®
Atstartofyear 641 726 2
Decrease incashand cash equivalents (532) {72} 3
Exchangetranslationdifferences 23 (13)
Atend ofyear 132 641
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1 0 0 FINANCIAL STATEMENTS AND OTHER INFORMATION
COMBINED FINANCIAL STATEMENTS

Combined statement of financial position

2013 2012

AS AT 21 DECEMBER
Note £€m £m

Non-currentassets
Goodwill 14 4,576 4,545

15 3,124 3,275
16 125 100

Intangible assets
Investmentsinjointventures
Otherinvestments

Property, plant and equipment
Deferredtax assets
Derivative financialinstruments

P S e e
Inventories and pre-publication costs

Trade and other receivables

Derivative financialinstruments

Cash and cash equivalents

A“sgé'tsnhéid“féf'ééiém e 2221 297
Totalassets

Currentliabilities

Trade and other payables
Derivative financialinstruments
Borrowings

Taxation

Provisions

23 2,595 2,544

24 648 730

Non-current liabilities ” ' '

Derivative financialinstruments

Borrowings

Deferred tax tiabilities

Net pension obligations 5
Provisions

'-'a"“"'es"s“"a‘e
Netassets

Capitalandreserves
Combined share capitals
Combined share premiums
Combined shares held in treasury 27
Translationreserve
Other combinedreserves

27 224 223
27 2,887 2,727
(1,464) (899

(137) (23)

Total equity




Reed Elsevier Annual Reportsand Financial Statements 2013 1 0 1

Combined statement of changes in equity
é
Combined Combined Combined Other Combined Non-
share share sharesheld Translation combined shareholders’ controlling Totat
capitals premiums intreasury reserve reserves equity interests equity
Note £€m £m £m £m £m £m £m £m
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} 3
Increase inshare based §
remuneration reserve - - - - 31 31 - 31 %
Settlement of share awards - - 7 - (7} - 2
Acquisitions - - - - - - 9
Disposal of non-controlling
interests - - - - 6 6 1 7
Exchange differenceson
translation of capital and
reserves (1) (43) 7 25 12 - (2) (2]
Balance at 1 January 2013 223 2,727 (899) (23) 252 2,280 34 2,314
Total comprehensive income
fortheyear - - - (88) 1,174 1,086 5 1,091 y
Dividends paid 13 - - - - (549) (549) (6) (555) g
Issue of ordinary shares, net of g
expenses 1 124 - - - 125 - 125 b
Repurchase of ordinary shares - - (600) - - (600) - (600) g
Increaseinshare based
remuneration reserve
(net of tax) - - - - 48 48 - 48
Settlement of share awards - - 40 - (40) - - -
Exchange differenceson
translation of capital and
reserves - 36 (5) (26) (5) - - -
Balance at 31 December 2013 224 2,887 (1,464) {137) 880 2,390 33 2,423
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FINANCIAL STATEMENTS AND OTHER INFORMATION
ACCOUNTING POLICIES .

102

Accounting policies

The Reed Elsevier combined financial statements are preparedin
accordance with International Financial Reporting Standards
(IFRS) as adopted by the European Union and as issued by the
International Accounting Standards Board [IASB). The combined
financial statements are prepared on a going concern basis,

as explained on page 76.

The Reed Elsevier accounting policies under IFRS are set
outbelow.

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 BV and their respective
subsidiaries, associates and joint ventures, together with the two
parent companies, Reed Elsevier PLC and Reed Elsevier 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. All transactions and balances between the combined
businesses are eliminated.

On acquisition of a subsidiary, or interest in an associate or joint
venture, fair values, reflecting conditions at the date of acquisition,
are attributed to the net assets, including identifiable intangible
assetsacquired. This includes 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 interests in 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
and do notinclude all the information required to be disclosed by a
company inits financial statements under the UK Companies Act
2006 or the Dutch Civil Code. Additionalinformation is givenin the
Annual Reports and Financial Statements of the parent
companies set out on pages 155to 199. Alist of principal
businesses is set out on page 211.

Foreign exchange translation

The combined financial statements are presented in pounds
sterling. Additionalinformation providing atranslation into euros
of the primary Reed Elsevier combined financial statements and
selected notes is presented on pages 142 to 154.

Transactions in foreign currencies are recorded at the rate of
exchange prevailing on the date of the transaction. Ateach
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 financiat
position date. Exchange differences arising are 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. Significantindividual items of income and expense and
cash flows in 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
statementin the 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 in
respect of derivative financial instruments are set out below.

Revenue

Revenue represents the invoiced value of sales less anticipated
returns on transactions completed by performance, excluding
customer sales taxes.

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; transactional -
ondespatch or occurrence of the transaction and advertising -
on publication or over the period of online display.

Where sales consist of two or more independent components
whose value can be reliably measured, revenue is recognised on
each component asitis completed by performance, based on
attribution of relative value.

Employee benefits

The expense of defined benefit pension schemes and other
post-retirement employee benefitsis determined using the
projected unit credit method and charged in the income statement
asan operating 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 at the earlier of
when plan amendments or curtailments occur and when related
restructuring costs or termination benefits are recognised.
Settlements are recognised when they occur.

Net pension obligations in respect of defined benefit schemes are
included in the statement of financial position at the present value
of scheme liabilities, less the fair value of scheme assets. Where
schemesareinsurplus, i.e. assets exceed liabilities, the net
pension assets are separately included in the statement of
financial position. Any net pension asset is limited to the extent that
the asset is recoverable through reductions in future contributions.

The expense of defined contribution pension schemes and other
employee benefitsis chargedin the income statementas incurred.
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Share based remuneration

The fair value of share based remuneration is determined at the
date of grantand recognised as an expense in the income
statement ona straight line 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 takeninto accountwhen
estimating the number of shares expected to vest. The fair value of
share based remunerationis 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 thatare 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 other interest
onborrowingsis expensed as incurred. The cost of issuing
borrowings is generally expensed over the period of borrowing
soas to produce a constant periodic rate of charge.

Taxation

Tax expense comprises currentand deferred tax. Currentand
deferredtax are charged or credited in the income statement
excepttothe extent that the taxarises from a transaction or event
whichis recognised, in the same or a different period, outside profit
or loss (either in other comprehensive income, directly in equity, or
through a business combination] in which case the tax appears in
the same statement as the transaction that gave rise to it.

Currenttaxis the amount of corporate income taxes payable or
recoverable based on the profit for the period as adjusted for items
that are not taxable or not deductible, and is calculated using tax
rates and laws that were enacted or substantively enacted at the
date of the statement of financial position. Management
periodically evaluates positions taken in tax returns with respect
to situations in which applicable tax regulation is subject to
interpretation. Provisions are established where appropriate on
the basis of amounts expected to be paid to the tax authorities.

Deferredtaxis recognised ontemporary differences arising
between the tax bases of assets and liabilities and their carrying
amountsin the statement of financial position. Deferred taxis
calculated using tax rates and laws that have been enacted or
substantively enacted at the end of the reporting period, and which
are expected toapplywhen the related deferred tax asset is
realised or the deferred tax liability is settled.

Deferredtax liabilities are generally recognised for all taxable
temporary differences but not recognised for taxable temporary
differences arising on investments in subsidiaries, associates and
jointventures where the reversal of the temporary difference can
be controlled anditis probable that the difference will not reverse
inthe foreseeable future. Deferred tax liabilities are not
recognised on temporary differences that arise from goodwill
which is not deductible for tax purposes.

Deferred tax assets are recognised to the extent itis probable that
taxable profits will be available against which the deductible
temporary differences can be utilised, and reviewed at the end of
eachreporting period and reduced to the extent thatitis no longer
probable that sufficient taxable profits will be available to altow all
or partofthe asset to be recovered.
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Deferredtax assets and liabilities are not recognised in respect of
temporarydifferences thatarise oninitial recognition of assets
and liabilities acquired other thanin a business combination.
Deferredtaxis not discounted.

Goodwill

Onthe acquisition of a subsidiary or business, the purchase
considerationis allocated between the net tangible and intangible
assets on a fair value basis, with any excess purchase
consideration representing goodwill. Goodwitl arising on
acquisitions also includes amounts corresponding to deferred tax
liabilities recognised in respect of acquired intangible assets.

Goodwillis recognised as an asset and reviewed forimpairment
whenthereis an indicator that the asset may be impaired and at

leastannually. Anyimpairmentis recognised immediatelyin the
income statement and not subsequently reversed.

Ondisposal 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
generated intangible 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 anidentifiable assetis created thatis
probable to generate future economic benefits.

Intangible assets, other than brands and imprints determined to
have indefinite lives, are amortised on a straight line basis over
their estimated useful lives. The estimated useful lives of
intangible assets with finite lives are as follows: market and
customerrelated assets - 3to 40years; content, software and
otheracquiredintangible assets - 3to 20years; 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
depreciationis provided on freehold land. Freehold buildings and
long leases are depreciated over their estimated useful livesup toa
maximum of 50years. Short leases are written off over the duration
of the lease. Depreciationis provided on other assets on a straight
line basis over their estimated useful lives as follows: leasehold
improvements - shorter of life of lease and 10 years; plant-3to 20
years; office furniture, fixtures and fittings - 5 to 10 years; computer
systems, communication networks and equipment - 3to 7 years.
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Accounting policies

Investments

Investments, other than investments in jointarrangements and
associates, are stated in the statement of financial position at fair
value. Investments held as part of the venture capital portfolioare
classified as held for trading, with changes in fair value reported in
disposals and other non operating items in the income statement.
Allotherinvestments are classified as available for sale with
changes in fairvalue recognised directly in equity until the
investment is disposed of or is determined to be impaired, at which
time the cumulative gain or loss previously recognised in equity is
brought into the net profit or loss for the period. Allitems
recognised in the income statement relating to investments, other
than investments in jointarrangements and associates, are
reported as disposals and other non operating items.

Available for sale investments and venture capital investments
held for trading representinvestmentsin 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. Advice from valuation experts is used
asappropriate.

Alljointarrangements are classified as joint ventures because
Reed Elsevier shares joint controland has rights to the net assets
of the arrangements. 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 netassets, less
anyimpairmentinvalue.

Impairment

At each statement of financial position date, the carrying amounts
oftangible and intangible assets and goodwill are reviewed to
determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the
recoverable amount, which is the higher of value in use and fair
value 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 on the 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.

If the recoverable amount of an asset or cash generating unitis
estimated to be less than its net carrying amount, the net carrying
amount of the asset or cash generating unitis reduced toits
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 teases 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 paymentsis
allocated so as to produce a constant periodic rate of charge.

Operating lease rentals are charged to the income statementona
straight 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

Cashand cash equivalents comprise cash balances, call deposits
and other shortterm 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 for immediate 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
costs to sell. Fair value is based on anticipated disposal proceeds,
typically derived from firm or indicative offers from potential
acquirers. Non-current assets are notamortised or depreciated
following their classification as held for sale. Liabilities of
businesses held for sale are also separately classified on the
statement of financial position.

Financial instruments

Financialinstruments comprise investments (other than
investments in joint ventures or associates), trade receivables,
cash and cash equivalents, payables and accruals, borrowings
and derivative financialinstruments.

investments (other than investments in joint ventures and
associates) are classified as either held for trading or available for
sale, as described above. [These investments are typically
classified as either Level 1 or 2 in the IFRS13 fairvalue hierarchy.)
The fair value of such investments is based on either quoted
market prices or other observable marketinputs.

Trade receivables are carried in the statement of financial position
atinvoiced value less allowance for estimated irrecoverable
amounts. Irrecoverable amounts are estimated based onthe
ageing of trade receivables, experience and circumstance.

Borrowings and payables are recorded initially at fair value and
subsequently carried at amortised cost [other than fixed rate
borrowings in designated hedging relationships for which the
carrying amount of the hedged portion of the borrowings is
subsequently adjusted for the gain or loss attributable to the
hedged risk].

Derivative financial instruments are used to hedge interest rate

and foreign exchange risks. Changes in the fair value of derivative
financialinstruments that are designated and effective as hedges
of future cash flows are recognised (net of tax] directly in equity in
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the hedge reserve. If a hedged firm commitment or forecasted
transaction results in the recognition of a non financial asset or
liability, then, at the time that the asset or liability is recognised,
the associated gains or losses on the derivative that had previously
beenrecognisedin equityare included in the initial measurement
of the asset or liability. For hedges that do not resultin the
recognition of an asset ora liability, amounts deferred in equity are
recognised inthe income statement in the same period in which
the hedged item affects net profit or loss. Any ineffective portion of
hedgesis recognised immediately in the income statement.

Derivative financialinstruments that are not designated as
hedging instruments are classified as held for trading and
recorded in the statement of financial position at fair value, with
changesin fair value recognised in the income statement.

Where an effective hedge isin place against changes in the fair
value of fixed rate borrowings, the hedged borrowings are
adjusted for changesin fairvalue attributable to the risk being
hedged with a corresponding income or expense included in the
income statement within finance costs. The offsetting gains or
losses from remeasuring the fair value of the related derivatives
are alsorecognised in the income statement within finance costs.
When the related derivative expires, is sold or terminated, or no
longer qualifies for hedge accounting, the cumulative change in
fairvalue of the hedged borrowing is amortisedin the income
statement overthe period to maturity of the borrowing using the
effective interest method.

The fairvalues of interest rate swaps, interest rate options,
forward rate agreements and forward foreign exchange contracts
represent the replacement costs calculated using observable
market rates of interest and exchange. The fair value of long term
borrowings is calculated by discounting expected future cash
flows at observable market rates. {These instruments are
accordingly classified as Level 2in the IFRS13 fair value hierarchy.]

Cash flow hedge accounting is discontinued when a hedging
instrument expires oris sold, terminated or exercised, or no
longer qualifies for hedge accounting. At that time, any cumulative
gain or loss on the hedging instrument recognised in equity is
either retained in equity until the firm commitment or forecasted
transaction occurs, or, where a hedged transactionis no longer
expected to occur, is immediately credited or expensed in the
income statement.

Provisions

Provisions are recognised when a present obligation exists as a
result of a past event, the obligationis reasonably estimable, and
itis probable that setttement will be required. Provisions are
measured at the best estimate of the expenditure required to
settle the obligation at the statement of financial position date.

Shares heldintreasury

Shares of Reed Elsevier PLC and Reed Elsevier NVthatare
repurchased by the respective parent companies and not
cancelled are classified as shares held in treasury. The
consideration paid, including directly attributable costs, is
recognised as a deduction from equity. Shares of the parent
companies thatare purchased by the Reed Elsevier Group plc
Employee Benefit Trust are also classified as shares held in
treasury, with the cost recognised as a deduction from equity.
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Critical judgements and key sources of estimation uncertainty
The most significant accounting policies in determining the
financial condition and results of the Reed Elsevier combined
businesses, and those requiring the most subjective or complex
judgement, relate to the valuation of goodwill and intangible
assets, capitalisation of development spend and taxation.

Goodwilland acquired intangible assets

Onacquisition of a subsidiary or business, the purchase
consideration is allocated between the net tangible and intangible
assets other than goodwill on a fair value basis, with any excess
purchase consideration representing goodwill. The valuation of
acquired intangible assets represents the estimated economic
value in use, using standard valuation methodologies, including as
appropriate, discounted cash flow, relief from royalty and
comparable market transactions. Acquired intangible assets are
capitalised and amortised systematically over their estimated
useful lives, subject toimpairment review.

Appropriate amortisation periods are selected based on
assessments of the longevity of the brands and imprints, the
strength and stability of customer retationships, the market
positions of the acquired assets and the technological and
competitive risks that they face. Certain intangible assets in
relationtoacquired science and medical publishing businesses
have been determined to have indefinite lives. The longevity of
these assetsis evidenced by their long established and well
regarded brands and imprints, and their characteristically stable
market positions.

The carrying amounts of goodwill and indefinite Lived intangible
assetsineach business are reviewed forimpairment at least
annually. The carrying amounts of all otherintangible assets are
reviewed where there are indications of possible impairment. An
impairment review involves a comparison of the carrying value of
the asset with estimated values in use based on latest
management cash flow projections. Key areas of judgement in
estimating the values in use of businesses are the growth in cash
flows over aforecast period of up to five years, the long term
growth rate assumed thereafter and the discount rate applied to
the forecast cash flows.

The discount rates used are based on the Reed Elsevier weighted
average cost of capital, adjusted to reflect a risk premium specific
to each business. The pre-tax discount rates applied are 11.1% for
Scientific, Technical & Medical, 11.6% for Risk Solutions,
11.5-12.8% for Business Information, 10.9-12.5% for Legal and
9.5-13.0% for Exhibitions. The nominal long term growth rates,
which are based on historical growth rates and the growth
prospects for businesses is 3%. There were no charges for
impairment of acquired intangible assets and goodwill in 2013
(2012: nil).

Asensitivity analysis has been performed based on changes in key
assumptions considered to be reasonably possible by
management: anincrease in the discount rate of 0.5%; a decrease
inthe compound annual growth rate for adjusted operating cash
flowin the five-year forecast period of 2.0%; and adecreasein
perpetuity growth rates of 0.5%. The sensitivity analysis shows
thatimpairment charges resulting from these scenarios
individually would be less than £5m. Further information is
provided in note 14 to the combined financial statements.
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Accounting policies

Development spend

Development spend embraces investmentin new products and
other initiatives, ranging from the building of online delivery
platforms, to launch costs of new services, to building new
infrastructure applications. Launch costs and other ongoing
operating expenses of new products and services are expensed
asincurred. The costs of building product applications, platforms
andinfrastructure are capitalised as intangible assets, where the
investment they represent has demonstrable value and the
technical and commercial feasibility is assured. Costs eligible for
capitalisation must be incremental, clearly identified and directly
attributable to a particular project. The resulting assets are
amortised over their estimated useful lives. Impairment reviews
are carried out at least annually. Judgement is required in the
assessment of the potential value of a development project, the
identification of costs eligible for capitalisation and the selection
of appropriate asset lives.

Taxation

Reed Elsevier is subject to tax in numerous jurisdictions, giving
rise to complex tax issues that require managementto exercise
judgementin making tax determinations. While Reed Elsevieris
confident that tax returns are appropriately prepared and filed,
amounts are provided in respect of uncertain tax positions that
reflect the risk with respect to tax matters under active discussion
with tax authorities, or which are otherwise considered toinvolve
uncertainty. Amounts are provided using the best estimate of tax
expected to be paid based on a qualitative assessment of all
relevant factors. However, it is possible that at some future date
liabilities may be adjusted as a result of audits by taxing
authorities. Discussions with tax authorities relating to cross
border transactions and other matters are ongoing. Although the
outcome of these discussions cannot be predicted, no significant
impact on the financial position of Reed Elsevier is expected.

In addition, estimation of income taxes includes assessments of
the recoverability of deferred tax assets. Deferred taxassets are
only recognised to the extent that they are considered recoverable
based on existing tax laws and forecasts of future taxable profits
againstwhich the underlying tax deductions can be utilised. The
recoverability of these assets is reassessed at the end of each
reporting period, and changes in recognition of deferred tax
assetswill affect the tax liability in the period of that
reassessment.

Other significant accounting policies

The accounting policies in respect of revenue recognition,
pre-publication costs, property provisioning and pensions are
also significant in determining the financial condition and results
of the Reed Elsevier combined businesses, although the
application of these policies is more straightforward.

Revenue recognition policies, white an area of management focus,
are generally straightforward in application as the timing of
product or service delivery and customer acceptance for the
various revenue types can be readily determined. Allowances for
product returns are deducted from revenues based on historical
return rates. Where sales consist of two or more components

that operate independently, revenue is recognised as each
componentis completed by performance, based on attribution

of relative vatue.

Pre-publication costs incurred in the creation of content prior to
production and publication are typically deferred and expensed
overtheir estimated useful lives based on sales profiles. Such
costs typically comprise direct internal labour costs and
externally commissioned editorial and other fees. Estimated
useful lives generally do not exceed five years. Annual reviews are
carried out to assess the recoverability of carryingamounts.

Reed Elsevier has exposures to sub lease shortfalls in respect of
certain property leases for periods up to 2024. Provisions are
recognised for net liabilities expected to arise on these exposures.
Estimation of the provisions requires judgementin respect of
future head lease costs, sub lease income and the length of
vacancy periods. The charge for property provisions was nil
(2012: £62m) relating to surplus propertyarising on the
restructuring, sale and closure of Business Information
businesses and includes expected losses on sub leases entered
into during 2013 and an estimate of vacancy periods and future
market conditions. Furtherinformation is provided in note 26 to
the combined financial statements.

Accounting for defined benefit pension schemes involves
judgement about uncertain events, including the life expectancy
of the members, salary and pension increases, inflation and the
rate at which the future pension payments are discounted.
Estimates for these factors are used in determining the pension
cost and liabilities reported in the financial statements. These
best estimates of future developments are made in conjunction
with independent actuaries. Each scheme is subject to a periodic
review by independent actuaries. Details of key assumptions
and sensitivity analysis is provided in note 5 to the combined
financial statements.

Standards and amendments effective for the year

With effect from 1 January 2013, 1AS19 - Employee Benefits
(revised) inter alia changes the methodology used in the
calculation of the net pension financing credit or charge in relation
to defined benefit pension schemes. Under the revised standard,
pension asset returns included within the net pension financing
credit or charge are calculated by reference to the discount rate of
high quality corporate bonds [being also the discount rate applied
in the calculation of pension obligations) and are no longer based
on the expected returns on scheme assets. The effectis to reduce
the asset returns recognised in the income statement.

Adoption of IAS19 (revised) has had noimpact on Reed Elsevier’s
combined statement of financial position and statement of cash
flows. The net pension financing credit or charge is now presented
within net finance costs in Reed Elsevier's combinedincome
statement, rather than within operating profit as previously
reported. Given that the revised standard may introduce greater
volatility to the income statement, the net pension financing credit
or charge has been excluded from the adjusted figures used by
Reed Elsevier as additional performance measures.

As required under the revised standard, comparative figures have
been restated. For the year ended 31 December 2012, operating
profits are £25m lower and net finance costs are £11m higher than
previously reported. Onan adjusted basis, profit before taxis
£25m lower.
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With effect from 1 January 2013, Reed Elsevier adopted IAS1 -
Presentation of ltems of Other Comprehensive Income
{amendments to IAS1). The standard amends the grouping of
items presented in the statement of comprehensive income into
items that may be reclassified to the profit or lossin a future
period and items that will never be reclassified.

With effectfrom 1 January 2013, Reed Elsevier also adopted
IFRS10 Consolidated Financial Statements, IFRS11 Joint
Arrangements, IFRS12 Disclosure of Interests in Other Entities,
and IFRS13 Fair Value Measurement, in addition to amendments
toIAS27 Consolidated and Separate Financial Statements and
IAS28 Investmentsin Associates. Adoption of these new
accounting standards and amendments has not had a significant
impact on Reed Elsevier’s accounting policies or reporting. With
the exception of IFRS13, these standards and amendments have
been early adopted for the purposes of Reed Elsevier's application
of IFRS as adopted by the EU.

Standards, amendments and interpretations not yet effective
New accounting standards and amendments and their expected
impact on the future accounting policies and reporting of Reed
Elsevierare set out below.

IFRS9 - Financial Instruments {effective for the 2015 financial
year). The standard replaces the existing classification and
measurementrequirementsin IAS39 for financial assets by
requiring entities to classify them as being measured either at
amortised cost or fair value depending on the business model and
contractual cash flow characteristics of the asset. For financial
liabilities, IFRS? requires an entity choosing to measure a liability
atfairvalue to present the portion of the change in its fair value
duetochangesinthe entity’s own credit risk in the other
comprehensive income rather than the income statement.
Adoption of the standard is not expected to have a significant
impact on the measurement, presentation or disclosure of
financial assets and liabilities in the combined financial
statements.

Amendmentsto |AS36 - Impairment of Assets [effective for the
2014 financialyear). These amendments require disclosure of the
recoverable amounts for the assets or CGUs for which an
impairment loss has been recognised or reversed during the
reporting period and are effective retrospectively. Adoption of the
standard is not expected to have a significantimpact on disclosure
inthe combined financial statements.

Additionally, a number of amendments and interpretations have
beenissued which are not expected to have any significant impact
on Reed Elsevier's accounting policies and reporting.
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NOTES TO THE COMBINED FINANCIAL STATEMENTS

Notes to the combined financial statements
for the year ended 31 December 2013

1 Segment analysis
Reed Elsevier's reported segments are based on the internal reporting structure and financialinformation provided to the Chief
Executive Officer and Boards.

Reed Elsevier is aworld leading provider of professionalinformation solutions organised as five business segments: Scientific,
Technical & Medical, providing information and tools to help its customers improve scientific and healthcare outcomes; Risk Solutions,
providing tools that combine proprietary, public and third-party information with advanced technology and analytics; Business
Information, providing data services, informationand marketing solutions to business professionals; Legal, providing legal, tax,
regulatory news & businessinformation to legal, corporate, government, accounting and academic markets; and Exhibitions,
organising exhibitions and conferences.

Adjusted operating profitis the key segmental profit measure used by Reed Elsevier in assessing performance. Adjusted operating
profitis reconciled to operating profitin note 10.

ANALYSISEY BUSINESS SEGMENT Revenue Operating profit 7 Adjusted ;peraﬁting pr;:fit
Restated Restated

2013 2012 2013 2012 2013 2012

£m £m £m £m £m £m

Scientific, Technical & Medical 2,126 2,063 742 706 826 780
Risk Solutions 933 926 312 281 414 392
Business Information 547 663 7 76 107 119
Legal 1,567 1,610 139 146 238 234
Exhibitions 862 854 161 171 213 210
Sub-total 6,035 6,116 1,425 1,380 1,798 1,735
Corporate costs - - (49) (47) (49 (47)
Total 6,035 6,116 1,376 1,333 1,749 1,688

Share of post-tax results of joint ventures of £29m (2012: £24m) included in operating profit comprises £6m (2012: £2m] relating to Legal
and £23m (2012: £22m] relating to Exhibitions.

ANALYSIS OF REVENUE BY GEDGRAPH (AL ORIGIN ' ' ' 2013 2012

£m £m
North America 3,103 3,122
United Kingdom 985 966
The Netherlands 656 611
Rest of Europe 698 788
Rest of world 593 629
Total 6,035 6,116
ANALY SIS OF REVENUE BY GEOGRAPKICAL MARKE T ' ' T 2013 2012

£m £m
North America 3,082 3,154
United Kingdom 443 442
The Netherlands 166 165
Rest of Europe 1,074 1,176
Restof world 1,270 1179

Total e e e 5035 §1is
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ANALYSI$ OF REVENUE BY FORMAT 2013 2012

£m £m
Electronic 3,971 3,896
Print 1,168 1,305
Facetoface 896 915
Total 6,035 6,116

ANALYSIS. OF REVENUEBYTYPE

Subscriptions 3,112 2,978
Transactional 2,683 2,788
Advertising 240 350
Total 6,035 6,116
ANALYSIS BY BUSINESS SEGMENT Expenditureon Capital Amortisation
acquired goodwilland expenditure ofacquired Depreciation and
intangible assets additions intangible assets other amortisation
2013 2012 2013 2012 2013 2012 2013 2012
£m £m £m £m £m £m £m £m
Scientific, Technical & Medicat 50 120 93 106 76 68 95 82
Risk Solutions 164 15 25 21 97 109 22 23
Business Information 5 - 18 17 31 37 10 14
Legal 15 80 170 173 74 83 108 92
Exhibitions 56 178 15 25 40 32 14 16
Total 290 393 321 342 318 329 249 227

Capital expenditure comprises additions to property, plant and equipment and internally developed intangible assets. Amortisation of
acquiredintangible assets includes amounts in respect of joint ventures of £1m (2012: £1m) in Exhibitions. Other than the depreciation
and amortisation above, non cashitemsinclude £31m (2012: £31m] relating to the recognition of share based remuneration, comprising
£6m (2012: £5m]in Scientific, Technical & Medical, £3m (2012: nil) in Risk Solutions, £2m [2012: £3m) in Business Information,

£6m (2012: £7m] in Legal, £4m [2012: £4m] in Exhibitions and £10m (2012: £12m] in Corporate.

ANALYSIS OF NON-CURRENT ASSETS BY GIEOGRZ PHICAL LOCATION 2013 2012

£m £m
North America 6,291 6,514
United Kingdom 584 524
The Netherlands 125 120
Rest of Europe 753 729
Rest of world B 401 376
Total 8,154 8,263

Non-current assets by geographical location exclude amounts relating to deferred tax and derivative financial instruments.
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1 1 O FINANCIAL STATEMENTS AND OTHER INFORMATION
NOTES TO THE COMBINED FINANCIAL STATEMENTS

Notes to the combined financial statements
for the year ended 31 December 2013

2 Qperating profit
Operating profit is stated after charging/(crediting} the following:

Restated

2013 2012
Note £m £€m
Staff costs
Wages and salaries 1,508 1,543
Social security costs 175 187
Pensions 5 61 89
Share based remuneration 31 26
Total staff costs 1,775 1,845
Depreciationand amortisation
Amortisation of acquired intangible assets 15 317 328
Share of joint ventures’ amortisation of acquired intangible assets 1 1
Amortisation of internally developed intangible assets 15 160 151
iation of property, plantand equipment 17 89 76
Total depreciation and amortisation 567 556
Other expenses and income
Pre-publication costs, inventory expenses and other cost of sales 2,118 2,139
Operating lease rentals expense 108 112
Operating lease rentalsincome (10 (10)
The amortisation of acquired intangible assets is included within administration and other expenses.
3 Auditors remuneration
2013 2012
£m €m

Auditors’ remuneration
Payable to the auditors of the parent companies

Audit related assurance services
Taxservices
Due diligence and other transaction related services

Total auditors’ remuneration

Amounts payable to the auditors of the operating and financing businesses include amounts for the review and testing of internal
controls over financial reporting in accordance with the US Sarbanes-Oxley Act. Non audit services performed in the Netherlands or by
Deloitte BV, are limited to audit related assurance services. Reed Elsevier’s policy on auditor independence is set out in the Report of the
Audit Committees on page 96.
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4 Personnel

NUMBER (F PEOPLE EM2LOYED At 31 December Average during the year
2013 2012 2013 2012
Business segment
Scientific, Technical & Medical 6,700 7,000 6,900 7,000
Risk Solutions 3,300 4,100 3,500 4,000
Business Information 3,900 4,800 4,200 5,200
Legal 10,000 10,400 10,400 10,400
Exhibitions 3,400 3,200 3,300 3,000
Sub-total 27,300 29,500 28,300 29,600
Corporate/shared functions 900 900 900 900
Total 28,200 30,400 29;200 30,500
Geographical location
North America 13,900 15,700 14,800 15,900
United Kingdom 4,100 4,100 4,100 4,200
The Netherlands 1,600 1,600 1,600 1,600
Rest of Europe 2,800 3,600 3,100 3,700
Rest of world 5,800 5,400 5,600 5,100
Total 28,200 30,400 29,200 30,500

5 Pensicn schiemes

Anumber of pension schemes are operated around the world. Historically, the major schemes have been of the defined benefit type with
assets held in separate trustee administered funds. The largest defined benefit schemes are in the UK, the US and the Netherlands.

The UKschemeis afinal salary scheme andis closed to new hires. Members accrue a portion of their final pensionable earnings based
onthe number ofyears of service. The US scheme is a cash balance scheme and is closed to new hires. Members earn pay credits
dependent on age and years of service which are added to an account balance that accrues interest at a minimum rate of 4% per annum.
The Netherlands scheme is a career average salary scheme and remains open to new hires. Members accrue a portion of their current
salaryatarate calculated to enable them to reach a pension level based on their average salary.

" Each of the major defined benefit schemes is administered by a separate fund that is legally separated from Reed Elsevier. The trustees
of the pension funds in the UK and the Netherlands and plan fiduciaries of the US scheme are required by law to act in the interest of the
funds’beneficiaries. Inthe UKandin the Netherlands the trustees of the pension fund are responsible for the investment policy with
regard to the assets of the fund. The boards of trustees consist of an equal number of Reed Elsevier appointed and member nominated
directors. Inthe US, the fiduciary duties for the scheme are allocated between committees which are staffed by senior employees of
Reed Elsevier; the investment committee has the primary responsibility for the investment and management of plan assets.

The funding of Reed Elsevier’s major schemes reflects the different rules within each jurisdiction.

Inthe UK the level of funding is determined by statutory triennial actuarial valuations in accordance with pensions legislation. Where the
scheme falls below 100% funded status, Reed Elsevier and the scheme trustees must agree on how the deficit is to be remedied. The UK
Pensions Regulator has significant powers and sets out in codes and guidance the parameters for scheme funding.

The US scheme has an annual statutory valuation which forms the basis for establishing the employer contribution each year (subject to
ERISAand IRS minimums). Should the statutory funded status fall to below 100%, the US Pensions Protection Act requires the deficit to
be rectified with additional contributions overa 7 year period.

Inthe Netherlands, the scheme funding levelis determined by an annual actuarial valuation as prescribed by the Dutch Pension Act.
Ifthe funding level falls below the statutory minimum a short term recovery plan is negotiated between the plan trustees and filed with
the Dutch Central Bank [DCBJ. An evaluation of the recovery plan is required to be filed at the DCB annually.

Total regular employer contributions to defined benefit pension schemes in respect of 2014 are expected to be approximately £46m.
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1 1 2 FINANCIAL STATEMENTS AND OTHER INFORMATION -
NOTESTO THE COMBINED FINANCIAL STATEMENTS

Notes to the combined financial statements
for the year ended 31 December 2013

5 Pension schemes continued

The pension expense recognised within operating expense is:

Restated
2013 2012
£m £m

Defined benefit pension expense
Defi‘ned contribution pension expense )
Total 61 89

The amounts recognised in the income statement in respect of defined benefit pension schemes during the year are presented by major
scheme as follows:

Restated
2013 2012

UK us NL Total UK us NL Total

£m £m £m £m £m £m £m £€m

Service cost 29 29 15 73 27 28 8 63
Settlement, past service and curtailment

credits - (51) (8} (59) (1) {19) - (20)

'ﬁéfinedvﬁéhef.i“ty.béhsidﬁ'é')k'p'ém g g '('2”2'] e e g g

'Nlétint'évfé:';t'oh“h“e”tyd'e'fvi'ri'e”dVbe”r'ié'f'i't”c')b'['iéébt”ivo”nn e o T Rt

Net defined benefit pension expense 35 (13) 1 33 31 6 7 54

Net interest on defined benefit pension scheme liabilities is presented within net finance costs in the income statement. Service cost,
including settlements, past service credits and curtailments is presented within operating expenses.

Settlements and past service credits in 2013 principally relate to plan design changes and the transfer out of certain deferred members
inthe US scheme and a reduction in accrued benefits in respect of the scheme in the Netherlands. Settlements and curtailments
recognised in 2012 were a result of changes to plan design and staff reductions.

The significant valuation assumptions, determined for each major scheme in conjunction with the respective independent actuaries are
presented below. The net defined benefit pension expense for each year is based on the assumptions and scheme valuations set at
31 December of the prior year.

2013 a2
As at31December UK us NL UK us NL
Discountrate 4.60% 5.05% 3.60% 4.65% 4.25% 3.50%
Inflation 3.25% 3.00% 2.00% 2.85% 3.00% 2.00%

Discount rates are set by reference to AA corporate bondyields.

Mortality assumptions make allowance for future improvementsin longevity and have been determined by reference to applicable
mortality statistics. The average life expectancy assumptions are set out below:

2013 N C 012
Male average life expectancy {at 31 December) UK us NL UK us NL
Member currently aged 60 years 90 84 86 90 84 86
Member currently aged 45 years 92 83 87 92 83 87
e e
Female average life expectancy (at 31 December) UK us NL UK us NL
Member currently aged 60years 89 86 89 89 86 89

Member currently aged 45years VAl 85 89 91 85 89
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i
5 Pension schemes continued
The amount recognised in the statement of financial position in respect of defined benefit pension schemes at the start and end of the
year and the movements during the year were as follows:
Restated
2013 2012
UK us NL Total UK us NL Total
£m £m £€m £€m £m £m £m €m
Defined benefit obligation o)
Atstartofyear (2,654) (922} (696)  (4,272) (2,479) (858) (539) (3,876 §
Service cost (29) (29) (15) (73) (27) (28] (8] (63) a
Settlement, past service and curtailment 3
credits - 51 8 59 1 19 - 20 z
Interest on pension scheme liabilities (122) (41) (25) (188} (124) (44) (30] (198)
Actuarial (loss)/gain on financial
assumptions (173) 86 18 (69) (92) (145) (145) (382)
Actuarial [loss)/gain arising from
experience assumptions 8 (10} (3) (51 (15) (18] 1 (32)
Contributions by employees (6) - (5) (11) {7) - {4) (11)
Benefits paid* 94 93 19 206 89 112 15 216
Exchange translation differences - 10 (17 (7) - 40 14 54
Atend of year (2,882) (762) (716) (4,360) (2,654) (922) (69¢6] (4,272) -
Fairvalue of scheme assets §
Atstart of year 2,516 710 580 3,806 2,371 726 537 3,634 )
Interestincome on plan assets 116 32 21 169 119 37 31 187 3
Returnon assets excluding amounts 2
includedininterestincome 1M 4 (1) 114 45 53 23 121
Contributions by employer 36 33 14 83 63 38 15 116
Contributions by employees 6 - 5 1 7 - 4 1
Benefits paid* (94) (93) 19 (206} (89) (112] {15) (216)
Exchange translation differences - {10) 14 4 - (32) (15) (47)
Atendofyear 2,691 676 614 3,981 2,516 710 580 3,806
Net defined benefit obligation {191) (86) (102) (379} (138) (212) {116) [466) o
Q
*included in benefits paid are settlements of £52m (2012: £75m). g
Asat31December 2013 the defined benefit obligations comprise £4,200m (2012: £4,112m] in relation to funded schemes and £140m %

(2012: £160m}in relation to unfunded schemes.

The weighted average duration of defined benefit scheme liabilities for 2013 and 2012 is 19 yearsin the UK, 16 years in the US and
21yearsinthe Netherlands. Deferred taxassets of £104m (2012: £153m) are recognised in respect of the pension scheme deficits.

Amounts recognised in the statement of comprehensive income are set out below:

Restated

2013 2012

£m €m

Gains and losses arising during the year:

Experience losses on scheme liabilities (5) (32) -
Experience gains onscheme assets 114 121 §
Actuarial gains /[losses) arising on the present value of scheme liabilities due to changes in: Ej
-discount rates . 78 (552) =
~inflation (171) 74 g
- otheractuarial assumptions 24 96 %
40 (293) ]
Net cumulative losses at start of year i (515) (222} 2
Net cumulative losses at end of year (475) (515) §
(=
3
é\
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NOTES TO THE COMBINED FINANCIAL STATEMENTS

Notes to the combined financial statements
for the year ended 31 December 2013

5 Pension schemes continued

The major categories and fair values of scheme assets at the end of the reporting period are as follows:

VARV A UE O SUREME AL 2013 2012

UK us NL Total UK us NL Total

£m £m £m £m £m £m £m £m
Equities 1,351 174 222 1,747 1,207 409 169 1,785
Government bonds 1,089 68 358 1,515 1,088 164 376 1,628
Corporate bonds - 411 - 41 - 88 - 88
Cash 87 4 - 91 106 o1 - 107
Other 164 19 34 217 15 48 35 198
Total 2,691 676 614 3,981 2,516 710 580 3,806

The actual return on scheme assets for the year ended 31 December 2013 was £283m (2012: £308m).

Assets and obligations associated with the schemes are sensitive to changesinthe marketvalues of assets and the market related
assumptions used to value scheme liabilities. In particular, adverse changes to asset values, discount rates or inflation could increase
future pension costs and funding requirements.

Typically Reed Elsevier's schemes are exposed to: investment risks, whereby actual returns on plan assets may be below those rates
used to determine the defined benefit obligations and interest rate risks whereby scheme deficits may increase if bond yields in the UK,
US and the Netherlands decline and are not offset by returns in government and corporate bond portfolios. The schemes are also
exposed to other risks such as unanticipated future increases in: member mortality patterns; inflation; and future salaries, all
potentially leading to anincrease in scheme liabilities {particularlyin the Netherlands which is the only major scheme which remains
open to new members).

investment policies of each scheme are intended to ensure continuous payment of defined benefit pensions inthe shorttermand long
term. Efforts are made to limit risks on marketable securities by adopting investment policies that diversify assets across geographies
and among equities, government and corporate bonds and cash. Asset allocations are dependent on a variety of factors including the
duration of scheme liabilities and the statutory funded status of the plan.

Allequities and government and corporate bonds have quoted prices in active markets. The majority of other assets are investmentsin
property funds which have quoted prices in active markets.

Sensitivity analysis

The valuation of Reed Elsevier's pension scheme liabilities involves significant actuarial assumptions, being the life expectancy of
the members, inflation and the rate at which the future pension payments are discounted. Differences arising from actual experience
or future changes in assumptions may materially affect future pension charges. In particular, changes inassumptions for discount
rates, inflation and life expectancies thatare reasonably possible would have the following approximate effects on the defined benefit

pension obligations:

£m
Increase/decrease of 0.25% indiscount rate: 191
Increase/decrease of 0.25% in the expected inflation rate: 113
Increase/decrease of oneyear in assumed life expectancy: 108

The above analysis has been calculated on the same basis used to determine the defined benefit obligation recognised in the statement
of financial position. There has been no change in the methods used to prepare the analysis compared with prior years. This sensitivity
analysis may not be representative of the actual change in the defined benefit obligation as it is unlikely that the change in the above
assumptions would occur in isolation of one another as some of the assumptions may be correlated.
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6 Share based remuneraticn

Reed Elsevier provides a number of share based remuneration schemes to Directors and employees. The principal share based
remuneration schemes are the Executive Share Option Schemes ([ESOS), the Long Term Incentive Plan (LTIP], the Reed Elsevier Growth
Plan (REGP], the Retention Share Plan [RSP) and the Bonus Investment Plan [BIP). Share options granted under ESOS and LTIP are
exercisable after three years and up to tenyears from the date of grant at a price equivalent to the market value of the respective shares
atthe date of grant. Conditional shares granted under ESOS, LTIP, RSP and BIP are exercisable after three years for nil consideration if
conditions are met. Conditional shares granted under REGP are exercisable for nil consideration if conditions are met after three and
five years. Other awards principally relate to all employee share based saving schemes in the UK and the Netherlands.

Share based remuneration awards are, other than upon retirement or in exceptional circumstances, subject to the condition that the
employee remains in employment at the time of exercise.

Conditional shares granted under LTIP, REGP, RSP and BIP between 2010 and 2013 are subject to the achievement of growth targets of
Reed Elsevier PLC and Reed Elsevier NVadjusted earnings per share measured at constant exchange rates as well as the achievement
of atargeted percentage return oninvested capital of Reed Elsevier PLC and Reed Elsevier NV. LTIP grantsin 2011, 2012 and 2013 and
REGP grants are alsovariable subject to the achievement of a total shareholder return performance target.

The weighted average fair value per award is based on full vesting on achievement of non market related performance conditions and
stochastic models for market related components. The conditional shares and option awards are recognised in the income statement
over the vesting period, being between three andfive years, on the basis of expected performance against the non market related
conditions, with the fair value related to market related components unchanging. Further details of performance conditions are given in
the Directors’ Remuneration Report on pages 78 to 94.

2013GRAMTS Inrespectof Inrespect of
Reed Elsevier PLC Reed Elsevier NV
ordinaryshares ordinaryshares
Weighted Weighted

average fair
Number of value per

average fair
Number of value per

shares award shares award
'000 € ‘000 £
Share options
-ESOS 1,521 1.12 1,058 1.52
- Other 645 1.29 257 1.10
Total share options 2,166 1.17 1,315 1.44
Conditional shares
-ESOS 524
-LTIP 1,338
-RSP 10
-REGP 322
-BIP 987
Total conditional shares 3,181
2012GRANTS Inrespect of Inrespect of
Reed Etsevier PLC Reed Elsevier NV
ordinaryshares ordinaryshares
Weighted Weighted
average fair average fair
Number of value per Number of value per
shares award shares award
'000 £ ‘000 £
Share options
-ESOS 1,801 0.90 1,263 1.20
- Other 702 1.04 293 0.95
Total share options 2,503 0.94 1,556 1.15
Conditional shares
-ESOS 797 4.60 560 6.41
-LTIP 1,807 4.45 1,144 6.13
-RSP 256 6.00 5 7.82
-BIP 1,542 5.20 696 7.41
Total conditional shares 4,402 4.83 2,405 6.57
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1 1 6 FINANCIAL STATEMENTS AND OTHER INFORMATION
NOTES TO THE COMBINED FINANCIAL STATEMENTS

Notes to the combined financial statements
for the year ended 31 December 2013

& Share based remuneration continued

The main assumptions used to determine the fair values, which have been established with advice from and data provided by
independent actuaries, are set out below:

\SSUMPTIONS FORGRANTS MALE DURING THE YEAR Inrespect of Inrespectof
Reed Elsevier PLC Reed Elsevier NV
ordinaryshares ordinaryshares
2013 2012 2013 2012
Weighted average share price at date of grant
-ESOS €7.35 £5.19 €12.53 €9.07
-LTIP £7.35 £5.25 €12.54 €8.91
-RSP £7.35 £6.00 €12.53 €9.65
-BIP £7.39 £5.20 €12.53 €9.15
-REGP €7.76 €13.15
- Other £7.45 £5.49 €11.89 €9.63
Expected share price volatility 28% 30% 28% 30%
Expected option life 4Lyears 4years 4years 4years
Expected dividend yield 41% 3.9% 4.7% 4.5%
Risk freeinterest rate 0.5% 0.8% 0.4% 0.9%
Expected lapse rate ' 2-5% 2-5% 2-4% 2-4%

Expected share price volatility has been estimated based on relevant historic data in respect of the Reed Elsevier PLC and Reed Elsevier
NV ordinary share prices. Expected share option life has been estimated based on historical exercise patternsin respect of Reed
Elsevier PLC and Reed Elsevier NV share options.

The share based remuneration awards cutstanding as at 31 December 2013, in respect of both Reed Elsevier PLC and Reed Elsevier NV
ordinary shares, are set out below:

SHAPE 2 TIONS Inrespectof Inrespectof

Reed Elsevier PLC Reed Elsevier NV

ordinaryshares ordinaryshares
Weighted Weighted
Number of average Number of average
shares under exercise  sharesunder exercise
option price option price
’000 {pence) '000 (€)
Outstanding at 1 January 2012 29,540 534 21,641 10.99
Granted 2,503 497 1,556 9.19
Exercised (6,694 497 (1,913) 9.36
Forfeited (1,022} 498 (581) 9.33
Outstanding at 1 January 2013 19,335 529 15,582 10.63
Granted 2,166 694 1,315 12.41
Exercised (9,102) 542 {7,628) 10.72
Forfeited - 112) 535 {167) 11.30
Outstanding at 31 December 2013 11,727 549 8,640 10.77
Exercisable at 31 December 2012 12,573 553 12,329 11.12
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CONDITIGNAL SHARES Inrespectof Inrespectof
ReedElsevier PLC Reed Elsevier NV
ordinaryshares ordinaryshares
Numberof shares Number of shares
'000 '000
Outstanding at 1 January 2012 13,896 8,267
Granted 4,402 2,405
Vested [601) (391)
Forfeited/lapsed (5,885) (3,575)
Outstanding at 1 January 2013 11,812 6,706
Granted 3,181 2,367
Vested (3,256) (1,966)
Forfeited/lapsed (1,395) (923}
Outstanding at 31 December 2013 10,342 6,184

The weighted average share price at the date of exercise of share options and vesting of conditional shares during 2013 was 761p
(2012:593p) for Reed Elsevier PLC ordinary shares and €13.15(2012: €10.43) for Reed Elsevier NV ordinary shares.

RANGE OF EXERCISE PR CESFOROUTSTANDING SHARE OPTIONS 2013 2012
Weighted Weighted
average average
Numberof remaining Number of remaining
sharesunder perioduntil sharesunder period untit
option expiry option expiry
’000 (years) ‘000 (years)

ReedElsevier PLC ordinary shares (pence)

401-450 1,772 1.9 1,925 28
451-500 1,161 4.2 4,415 3.5
501-550 5,284 5.6 8,981 5.7
551-600 695 3.9 189 5.4
601-650 1,338 4.0 3,825 48
701-750 1,462 9.4 - -
801-850 10 9.6 - -
851-900 2 9.9 - -

Reed Elsevier NV ordinary shares {euro)
7.01-8.00

8.01-9.00

9.01-10.00

10.01-11.00

11.01-12.00

12.01-13.00

13.01-14.00

14.01-15.00

15.01-16.00

5.4 1

5,582

Share options are expected, upon exercise, to be met principally by the issue of new ordinary shares but may also be met from shares held
by the Reed Elsevier Group plc Employee Benefit Trust (EBT) (see note 27). Conditional shares will be met from shares held by the EBT.
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1 1 8 FINANCIAL STATEMENTS AND OTHER INFORMATION
NOTESTO THE COMBINED FINANCIAL STATEMENTS

Notes to the combined financial statements
for the year ended 31 December 2013

7 Nettinance costs

Restated

2013 2012

£m €m

Interest on short term bank loans, overdrafts and commercial paper (11) (27)
Interest on term debt (168) (196]

Interest on obligations under finance leases (1)

Total borrowing costs (180)
Losses on loans and derivatives not designated as hedges (7)

Finance costs

Interest on bank deposits
Gains on loans and derivatives not designated as hedges

Finance income

Notfi e oats e e - (196] (3371

Finance costs include £3m (2012: £16m) transferred from the hedge reserve. Anet gain of £1m (2012: £2m loss) oninterest rate
derivatives designated as cash flow hedges was recognised directly in equityin the hedge reserve to be recognised in future periods.

8 Disposals and other non operatingiterns

2013 2012
£m £m
Revaluation of held for trading investments 5 19
Property provisions on disposed businesses - (60
Gain on disposal of businesses and assets held for sale 1 86
Netgalnsondlsposalsandother nonoperatlngltems L
9 Taxaticn
Restated
2013 2012
£m £m
Current tax
United Kingdom (50) (73]
The Netherlands (80) (68}
Rest of world (222) (12)
Totalcurrenttaxcharge et e e s : g el
Deferred tax 27 51
Taxexpense .................................................................................................................... — = ST

The increase in the deferred tax creditin 2013 principally relates to the alignment of certain business assets with their global
management structure. It does not affect cash tax paid of £362miin 2013.The decrease in UK current taxin 2013 reflects the settlement
of prioryear tax matters.
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9 Taxation continued

The nettax expense charged on profit before tax differs from the theoretical amount that would arise using the weighted average of tax rates
applicable toaccounting profits and losses of the consolidated entities, as follows:

Restated

2013 2012

£m £m

Profitbefore tax 1,196 1,151
Tax ataverage applicable rates (280) [244)
Taxonshare of results of joint ventures 10 7
Expenses not deductible for tax purposes and US state taxes {38) (30]
Non-taxable costs of share based remuneration 3 3
(Non-deductiblel/non-taxable disposal retated gains and losses (22) 69
Tax losses of the period not recognised (4) (6)
Recognition and utilisation of tax losses that arose in prioryears 9 6
Exceptional prioryeartax credit - 96
Deferred tax credit on the alignment of business assets 221 -
Other adjustmentsin respect of prior periods 24 (2)
Deferred fectof changesintax rates (4) (1)
(81) (102]

The weighted average applicable tax rate for the year was 23% (2012 restated: 21%). This increase is caused by a change in the relative
profitability of Reed Elsevier entities in the countries in which they operate, partially offset by the impact of the reduction in the tax rate of the
United Kingdom (see below].

During 2013, Reed Elsevier aligned certain business assets with their global management structure. As aresult of this alignment the tax
deductible value of these assets was updated to market value. As at 31 December 2013, Reed Elsevier has recognised a deferred tax credit
of £221min respect of these assets, which has been excluded from adjusted earnings.

During 2012, Reed Elsevier resolved a number of significant prior year tax matters and reassessed its exposure to other tax matters across
the jurisdictions inwhich Reed Elsevier operates. As a result of this reassessment, current tax liabilities were reduced by £96m to reflect the
lower cash tax expected to be payable.

The following tax has been recognised directly in equity during the year:

Restated
2013 2012
£m £m
Taxonitems that will not be reclassified to profit or loss
Tax on actuarial movements on defined benefit pensions schemes (24) 91
TaX e On O h T S e S
.................................................................................... i3 5
Taxonitemsthatmaybereclassifiedtoprofitorloss o
Taxon fair value movements on cash flow hedges (15) [19)
Net tax [debit}/credit recognised in other comprehensive income (39) 77
Tax credit on share based remuneration recognised directly in equity 20 -

Anumber of changes tothe UK corporation tax system, including reductions of the main rate of corporation tax from 23% to 21% with effect
from 1 April 2014, and from 21% to 20% with effect from 1 April 2015, were substantively enacted on 2 July 2013. Reed Elsevier has therefore
remeasured its UK deferred tax assets and liabilities at the end of the reporting period at 20%, which has resulted in recognition of a deferred
tax debit of £4min the income statement.
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’l 2 0 FINANCIAL STATEMENTS AND OTHER INFORMATION
NOTESTO THE COMBINED FINANCIAL STATEMENTS

Notes to the combined financial statements
for the year ended 31 December 2013

10 Adjustedfigures

Reed Elsevier uses adjusted figures as additional performance measures. Adjusted operating profit excludes amortisation of acquired
intangible assets, acquisition related costs and the share of taxes injoint ventures. Acquisition related costs relate to acquisition
integration, transaction related fees, and those elements of deferred and contingent consideration required to be expensed under IFRS.
Adjusted profit before tax also excludes disposal related and other non operating items and the net financing charge or credit on defined
benefit pension schemes. The adjusted tax charge excludes the tax effect of these adjusting items, exceptional tax credits (in 2012 only]
and movements on deferred tax assets and liabilities related to goodwilland acquired intangible assets. It includes the benefit of tax
amortisation where available on goodwill and acquired intangible assets. Adjusted operating cash flowis measured after net capital
expenditure and dividends from joint ventures, but before payments in relation to prior year exceptional restructuring programmes and
acquisition related costs. Adjusted figures are derived as follows:

Restated
2013 2012
£m £m
Operating profit 1,376 1333
Adjustments:
Amortisation of acquired intangible assets 318 329
Acquisition related costs 43 21
Reclassification of taxin jointventures 12 5
Adjusted operating profit 1,749 1,688
Profit before tax 1,196 1,151
Adjustments:
Amortisation of acquired intangible assets 318 329
Acquisition related costs 43 21
Reclassification of taxin joint ventures 12 5
Net financing charge on defined benefit pension schemes 19 1"
Disposals and other non operating items (16) (45)
Adjusted profit before tax 1,572 1,472
Tax charge (81) (102)
Adjustments:
Deferred tax movements on goodwill and acquired intangible assets 7 7
Tax on acquisition related costs {12} (5]
Reclassification of taxin joint ventures (12) (5]
Tax on net financing charge on defined benefit pension schemes (6) (3)
Tax on disposals and other non operating items 34 (58
Other deferred tax credits fromintangible assets* (300) (84
.......... Exceptionalprioryeartaxcredit e~ 9
Adjusted tax charge (370) (346)
Net profit attributable to parent companies’ shareholders 1,110 1,044
Adjustments (post tax):
Amortisation of acquired intangible assets 325 336
Acquisition related costs 3 16
Net financing charge on defined benefit pension schemes 13 8
Disposals and other non operating items 18 (103)
Other deferred tax credits fromintangible assets* (300) (84)
(96
Adjusted net profit attributable to parent companies’ shareholders 1,197 1,121
Cash generated from operations 1,943 1,847
Dividends received from jointventures 22 20
Purchases of property, plantand equipment (57) (70)
Proceeds from disposals of property, plantand equipment [ 7
Expenditure oninternally developed intangible assets (251) (263)
Payments in relation to exceptional restructuring costs 12 25
Payments in relation to acquisition related costs 28 37
Adjusted operating cash flow 1,703 1,603

* movements on deferred tax tiabilities arising on acquired intangible assets that do not qualify for tax amortisationandin 2013
non-recurring deferred tax credits arising on the alignment of certain business assets with their global management structure.
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11 Statemen: of cash flows
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RECONCI _IATION OF OPERATING PROFIT BEFOR:: JOINTVENTURES TO CASH GENERATED FROM OPERATIONS Restated
2013 2012
€m £m
Operating profit before joint ventures 1,347 1,309
Amortisation of acquired intangible assets 317 328
Amortisation of internally developed intangible assets 160 151
Depreciation of property, plant and equipment 89 76
Share based remuneratlon 31 31
Totalnon cash items 597 586
Decrease in inventories and pre publlcatlon cost 10 i
Decrease inreceivables 5 4
Decrease in payables [16] (73]
Increase in worklng capital (1] ” [48]
Cash generated from operatlons 1 943 ' 1 847
CASHFLOWON ACQUISITIONS 2013 2012
Note £m £m
Purchase of businesses 12 (194) (276)
Investmentin joint ventures (6) (10)
Deferred payments relating to prioryear acquisitions (21) (30)
Total (221) {316]
RECONCILIATION OF NE T BORROWINGS Related
Cashand derivative
cash financial
equivalents Borrowings instruments 2013 2012
£m €m £€m £m £m
Atstartof year 641 (3,892) 124 (3,127) (3,433)
Decrease in cash and cash equivalents (532) - - (532) (72)
Netmovementin shortterm bank loans, overdrafts and commercial paper - (155) (14) (169) 434
Issuance of term debt - (184) - (184) (592)
Repayment of term debt - 9215 - 915 437
Repayment of finance leases - 10 - 10 4
Changein net borrowmgs resultlng from cash flows (532) 586 (14) 40 21
Inception of finance leases - (12) - (12) {13)
Fair value and other adjustments to borrowings and related derivatives - 32 (33) (1 1
Exchange translation differences 23 5 - 28 107
Atend of year 132 (3281) 77 (30720 (3,127

Netborrowings comprise cash and cash equivalents, loan capital, finance leases, promissory notes, bank and other loans, derivative
financialinstruments that are used to hedge the fair value of fixed rate borrowings, and payable/receivable balances in respect of cash

collateral received/paid.
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Notes to the combined financial statements
for the year ended 31 December 2013

12 Acguisitions
During the year a number of acquisitions were made for a total consideration of £239m (2012: £341m], after taking account of net cash

acquired of £14m (2012: £12m). The net assets of the businesses acquired are incorporated at their fair value to the combined
businesses. Provisional fair values of the consideration given and of the assets and liabilities acquired are summarised below:

Fair Fair
value value
2013 2012
€m £m
Goodwill 157 165
Intangible assets 133 229
Property, plant & equipment - 1
Currentassets 9 21
Currentliabilities {21) (61]
Borrowings - -
Current tax -
Deferred tax (39)
Net assets acquir 239
Consideration (after taking account of £14m (2012: £12m) net cash acquired) 239
Less: consideration deferred to futureyears (36}
Less: acquisition date fair value of equity interest (9
Net cash flow 194

Goodwill, being the excess of the consideration over the net tangible and intangible assets acquired, represents benefits which donot
qualify for recognition asintangible assets, including the ability of a business to generate higher returns than individual assets, skilled
workforces, acquisition synergies that are specific to Reed Elsevier, and high barriers to market entry. Inaddition, goodwill arises on the
recognition of deferred tax liabilities in respect of intangible assets for which amortisation does not qualify for tax deductions.

The fair values of the assets and liabilities acquired are provisional pending the completion of the valuation exercises. Final fair values
will be incorporated in the 2014 combined financial statements. There were no significant adjustments to the provisional fair values of
prior year acquisitions established in 2012.

The businesses acquired in 2013 contributed £27m to revenue, increased adjusted operating profit by £8m, increased adjusted net profit
by £8m, decreased net profit by £1m, and contributed a net cash outflow of £3m from operating activities for the partyear under Reed
Elsevier ownership and before taking account of acquisition financing costs. Had the businesses been acquired at the beginning of the
year, on a pro forma basis the Reed Elsevier revenues, adjusted operating profit, adjusted net profit attributable to parent companies’
shareholders and net profit attributable to parent companies’ shareholders for the year would have been £6,067m, £1,751m, £1,199m
and £1,112m respectively before taking account of acquisition financing costs.

13 Equity dividends

ORDINARY DIVIDENDS DECLARED IN THE YEAR 2013 2012
£m £m
Reed Elsevier PLC 278 264
Reed Elsevier NV 273 259
ol e o ¥

Ordinary dividends declared in the year, inamounts per ordinary share, comprise: a 2012 final dividend of 17p and a 2013 interim dividend
“of 6.65p giving a total of 23.65p (2012: 21.9p) for Reed Elsevier PLC; and a 2012 final dividend of €0.337 and a 2013 interim dividend of
€0.132 giving a total of €0.469 (2012: €0.456) for Reed Elsevier NV.

The directors of Reed Elsevier PLC have proposed a final dividend of 17.95p (2012: 17p). The directors of Reed Elsevier NV have proposed
afinal dividend of £0.374 (2012: €0.337). The total cost of funding the proposed final dividends is expected to be £422m, for which no
liability has been recognised at the statement of financial position date.
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13 Equity div dends contint ed

ORDINARY DIVIDENDS PAID AND PROPOSED REL ATING TO THE INANCIAL Vi Al _ 2013 2012

£m £m
Reed Elsevier PLC . 286 273
Reed Elsevier NV 291 262
B Gy e

Dividends paid to Reed Elsevier PLC and Reed Elsevier NV shareholders are, other than in special circumstances, equalised at the gross
levelinclusive of the UK tax credit of 10% received by certain Reed Elsevier PLC shareholders. The cost of funding the Reed Elsevier PLC
dividends is therefore similar to that of Reed Elsevier NV.

14 Goodwill

2013 2012

. £m £m

Atstartofyear 4,545 4,729
Acquisitions 157 165
Disposals/reclassified as held for sale (46) (152)
Exchange translation differences (80) (197)
Atend of year 4576 4545

The carrying amount of goodwill is after cumulative amortisation of £1,154m {2012: £1,180m] which was charged prior to the adoption of
IFRS and £9m [2012: £20m) of subsequent impairment charges recorded in prior years.

Impairment review

Impairment testing of goodwill and indefinite lived intangible assets is performed at least annually based on cash generating units
[CGUs). ACGU is the smallest identifiable group of assets that generate cash inflows that are largely independent of the cash inflows
from other groups of assets. Goodwillimpairment testing is performed on the basis of 25 CGUs (2012: 22 CGUs). CGUs which are not
individually significant have been aggregated for presentation purposes. Typically, acquisitions are fully integrated into existing
business units, and the goodwill arising is allocated to the CGUs, or groups of CGUs that are expected to benefit from the synergies
of the acquisition.

The carryingvalue of goodwill recorded in the major groups of CGUs is set out below:

GOODWIL! 2013 2012

£m £m
Scientific, Technical & Medical 1,051 1,026
Risk Solutions 1,604 1,559
Business Information 374 408
Legal 1,121 1,150
Exhibitions 426 402
Total 4,576 4,545

Reed Elsevier's goodwillimpairment testing methodology, assumptions and sensitivity analysis are disclosed within critical judgements
and key sources of estimation uncertainty on pages 105 and 106.
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15 intangible assets

Total Internally
Marketand Content, acquired  developed
customer software intangible intangible
related andother assets assets Totat
£m £m £m £m £m
Cost
At 1 January 2012 2,802 3,263 6,065 1,422 7,487
Acquisitions 201 27 228 1 229
Additions - - - 261 261
Disposals/reclassified as held for sale (56] (153]) (114) (267]
Exchange translation differences (131) (234
At 1 January 2013 2,816
Acquisitions 49
Additions - - - 251 251
Disposals/reclassified as held for sale (55) {216) (271) 27) (298)
Exchange translation differences (65) {16) (81) (24) (105)
At 31 December 2013 2,745 2,942 5,687 1,717 7,404
Accumulated amortisation
At 1 January 2012 744 2,622 3,166 827 3,993
Charge forthe year 173 155 328 151 479
Disposals/rectassified as held for sale (11) (89) (100) (79) (179)
Exchange translation differences (36) (80) (116) (29) (145)
At 1 January 2013 870 2,408 3,278 870 4,148
Charge for the year 178 139 317 160 477
Disposals/reclassified as held for sale (55) (216) {271) (22) (293)
Exchange translation differences (26) (15) (41) (11) (52)
At 31December 2013 967 2,316 3,283 997 4,280
Netbook amount
At 31 December 2012 1,946 682 2,628 647 3,275
At31December 2013 1,778 626 2,404 720 3,124

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); and content, software and other intangible
assets (e.g. editorial content, software and product delivery systems, other publishing rights, exhibition rights and supply contracts).
Included in content, software and other acquired intangible assets are assets with a net book value of £353m (2012: £431m] thatarose on
acquisitions completed prior to the adoption of IFRS that have not been allocated to specific categories of intangible assets. Internally
developed intangible assets typically comprise software and systems development where an identifiable asset is created that is

probable to generate future economic benefits.

Included in market and customer related intangible assets are £347m (2012: £354m) of brands and imprints relating to Scientific,
Technical & M