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Notice of meeting

Notice is hereby given that the annual general meeting of R.R. Donneliey Limited will be held at the offices of the
company at Boroughbridge Road, York at 12 p.m. on 27 May 1994 for the following purposes:

As ordinary business:

1 To receive and approve the directors' report and accounts for the year ended 31 December 1993.

2 To reappoint Arthur Andersen as auditors of the company and authorise the directors to determine their
remuneration,

3 To transact any other ordinrary business of an annual general meeting.

Boroughbridge Road By order of the Board,

York

YO2 555 P.J. Berridge ///%

Secretary
4 May 1994

1 R.R.DONNELLEY LIMITED
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Directors' report
For the year ended 31 December 1993

The directors present their annual report on the affairs of the company together with the accounts and avditors'

report or the year ended 31 December 1993,

Principal activity and business review

The principal activities of the company continued to be the manufacture of high qualily colour printing, the

production of telephone divectories and compuler software manuals, the distribution of tefephone directories and

the provision of procurement servicos.

On the 31 December 1993 the trade, assets and liabilities of R.R. Donnelley UK Marketing Services Limited, a wholly

owned subsidiary company, were transferred to the company.

Results and dividends
Resulls for the year are as follows:

Retained profit al 31 December 1992
Retained profit for the year

Retained profit at 31 December 1993

No dividend is proposed.

Directors and their interests
The direclors who served during the year are as shown below:

1.5, Oberhili (resigned 19 November 1993)
J.W.D. Ward

C.H. Renlon (resigned 12 August 1993)

J. Craft (resigned 30 April 1993)

K.B. Dallas

R.W. England

P.J. Berridge

P.A, Kiveal

£
30,206,511
1,293,959

31,500,470

The directors do not have any interests required Lo be disclosed under Sertion 234 of the Compuanes Acl 1985.

2 R.R DONNELLEY LIMITED
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Directors’ report (continued)

Directors' responsibilities for the preparation of the acconnts

Company law requires the direclors to prepare accounts for each financial year whick give a trie and fair view of the
state of affairs of the company and of the profit or loss of the company for that year. In preparing those accounts, thy
directors are required lo:

¢ select suitable accounting policies and then appi. them consistently;

¢ mahe judgements and estimates that are reasonable and prudent;

* state whether applicable accounting standerds have been followed, subject to any malerial departures disclosed
and explained in the accounts; and

*  prepare the accounts on the going cancern basis unless it is inappropiiate te presume that the company will

conlinue in business.

The directors are responsible Iy keeping proper accounting records which disclose with reasonable accuracy al any
time the financial position of the company and to enable them to ensure that the accounts comply with the
Companics Act 1985, They are also responstble for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

Fixed assets
Information relating to changes in tangible fixed asscls is given in Note 8 to the accounts.

The directors are of the opinion that the company's land and buildings have a continuing use value in excess of their
net book value.

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind Lhe respective
aptitudes and abilities of the applicant concerned. In the event of members of staff becoming disabled every effort is
macle to ensure that their employment with the company continues and thal appropriate training is arranged. Itis
the policy of the company that the training, career development and promotion of disabled persons should, as tar as
possible, be identical with that of other employces.

Employee consullation

The company places considerable value on Lhe involvement of its employees and keeps them informed on matters
alfecting then as employees and on the various factars affecting the performance of the company. This is achieved
through circulation of information to employces via notice boards, production of a monthly in-house bulfelin and

presentations given at regular intervals,

3 E.R.DONNELLEY LIMITED
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ARTHUR ANIDERSEN

Auditors' report

Lecds

To the Shareholders of R.R. Donnelley Limited:

We have audiled the accounts on pages 6 to 19 which have been prepared under the historical cost convention as

moditied by the revaluation of certain fixed assets and the accounting policies sel out on pages § and 9.

Respective responsibilities of directors and auditors

As described on page 3 the company's directors are responsible for the preparation of the accounts, L is our
responsibility to form an independent opinion, based on our audit, on those accounts and lo report our opinion to
you.

Basis of opinion

We conducted our audit in accordance with Audiling Standards issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant o the amounis and disclosures in the accounts. I also
includes an assessment of the significant estimates and judgements made by the directors in the preparation of the
aci ounts and of whether the accounting, policies are appropriate to the campany’s circumslances, consistently
applied and adequalely disclosed.

We planned and performed our audit so as 1o oblain all the information and explanations which we considered

necessary in order to provide us with sufficient evidence lo give reasonable assurance that the accounls are free from

malerial misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the accounts.

Cpinion

In our opinion the accounts give a lrue and fair view of the compar s slate of affairs at 31 December 1993 and of ils

profit for the year then ended and have been properly prepared in accordance with the Companies Act 1985,

ho Me Adaar

Arthur Andersen

Chartered Accountants and Regislered Auditors
5L Paul's House
Park. Square

Leeds LST 21%

4 May 1994
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Profit and loss acccunt
For the year ended 31 December 1993

Note 1993 1992

£ £

Turnover 2 132,105,923 132,200,81]
Cost of sales 114,684,375 114,322,084
Gross profit 17,424,548 17,887,127
Other operating expenses 3 13,404,517 14,973,758
Operating profit 4,020,031 2,913,369
Interest recoivable and similar income 399,980 920,064
interest payable and similar charges 4 (i,004,609)  (1,619,001)
Profit on ordinary activities before taxation 5 3-416,013 2,214,432
Tax on profit on ordinary activities 7 (2122,054)  (2,035,000)
Profit for the financial year 1,293,959 179432
Retained profit, at 31 December 1992 30,206,511 30,027,079

Retained profit, at 31 December 1993 31,500,470 30,206,511

A statement ol total recognised gains and losses is nol presented as there are no recognised gains or losses olher than
the results shown above,

There is no material difference between the result as disclosed in the profit and loss account and the resul? on an
unmodified historical cost basis.

The accompanying noles are an integral part of this profit and loss account.

6 R.R. DONNELLEY LIMITED
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Balance sheet
31 December 1993

Fixed assets
Tangible assets
Investments

Current agsets

Stocks

Debtors

Cash at bank and in hand

Creditors: Amounts falling due within one year

Net current assets

Total assets less current liabilities

Creditors: Amounts falling due after more than one year
Provisions for liabilities and charges

Net assets

Capital and reserves
Called-up share capital
Revaluation reserve
Capital contribution
Profit and loss account

Total capital employed

Signed on behalf of the Board
P.J. Berridge Director

>

The accompanying notes are an integral part of this balance sheet.

4 May 1994

7 R.R, DONNELLEY LIMITED

Note

10
11

12

13
14

15
16
16
16

17

1993 1992

£ £
44,001,881 42312422
1,002,000 809,102
45,093,881 43,121,524
7,129,710 7,397,086
27,611,909 22,993,753
3,261,648 2,855,306
38,003,267 33,246,145
35977325 31,363,929
2,025,942 1,882,216
47,119,823 45,003,740
2,124 -
6,206,000 5,386,000
40911,699 39,617,740
5,157,850 5,157,850
253,379 253,379
4,000,000 4,000,000
31,50047¢ 30,206,511
40,911,699 39,617,740




® & 060000506606 2060 0606606000090 0020¢e0¢00c¢e0y0

Notes to accounts
31 December 1993

1 Accounting policies
The principal accounting policies, which have been applied consistently throughout the year and with the preceding

yeoar, ane:

a. Basis of necounting
The accounts are prepared under the historical cost convention, modified to include the revaluation of certain fixed
assets and in accordance with applicable accounting standards.

Under the provisions of Financial Reporling Standard No. 1., the company has not prepared a cash flow statement
because its ultimate UK parent company, Donnelley Holdings Limited, has prepared consolidated accounts which
include the accounts of the company for the year and which contain a consolidaled cash flow statement.

o, Consolidated accounts
Consolidated accounts have not been prepared because consolidated accounts are prepared by the ultimate UK
puarent company, Donnelley Holdings Limited.

c. Tangible fixed ussels
All of the tangible fixed assets of the company, other than 10 acres of irechold land which were revalued in 1976, are
stated al the amount at which they were revalued on 31 December 1964 plus additions at cost and less disposals

subsequent to that date.

Depreciation is provided at rates calculaled to write off the cost or valuation less eslimated residual value of each
assel on a straight line basis over their estimated useful lives as follows:

Freehold buildings 3% perannum

Plant and machinery 5%-20% per aniium
No depreciation is provided on frechold land.

The acquisition of certain plant is being financed by means of leases. The plant acquired has been capitalised at ils
cost and is depreciated in accordance with the above rates. The future liability to the leasing companies has been
shown, net of deferred inlerest, as a liability in the balance sheel. Interest payable to the lessors is being charged
against profits at the effective rate of interest for the duration of the primary periods of the leases.

. Stocks

Stocks are stated at the lower of average cost and net realisable value. Cost includes material, labour and an
’

appropriate proportion of manufacturing overheads based on normal levels of activity,

Net realisable value is based on estimated normal selling price less furth 'r costs expected to be incurred to
4 f

campletion and disposal. Prevision is inade for obsolete, slow moving or defective iters  ere appropriate.

§ R.R.DONNELLEY LIMITED
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Notes to accounts (continued)

1 Accounting policies (continued)
e Taxalion

Corporation tax payable is provided on taxable profits at the currenl rate.

Deferred taxation has been caleulatled on the liability method. Deferred tax is provided on timing differences which
are expecied to reverse in the future, caleulated at the rate at which it is estimaled (hal tax will be payable, Deferred

tax is not provided on timing differences whicl, in the opinion of the directors, will probably not reverse.

J Pension costs
It accordance with the provisions of SSAP 24, Accounting for pension costs, pension costs are charged against
prolils in a systematic manner over the service lives of the employees in the scheme. Total pension cost comyprises:

i. the regular pension cost, that is the constant ongoing cost, which is calculaled as a level percentage of the current
and expected future pensionable payroll, and

it. variations {rom the regular cost, arising from any surplus on the pension scheme, which are allocated over the
expecied remaining service lives of employees in the scheme.

Any difference between the amounts charged in the profit and loss account and amounts payable to the scheme for
the year is recorded as a creditor or prepayment as apprepriate.

& Foreign currency

Transactions in foreign currencies are translated into sterling at the rate of exchange at the date of Lhe transaction,
Foreign currency items in the year end balance sheet are translated into sterling at the rate of exchange ruling at the
balance sheel date. Exchange gains and losses are included in the profit and loss account.

I, Investaents

Investments in subsidiary and associated underlakings are stated al cost less amounts writien off.

. Turnover
Turnover comprises the value of sales, excluding VAT, of goods and services, supplied in the normal course of
business.

2 Segment information

The analysis of turrover by activily and geographical market has beesi omilled. The vast majority of the company's
turnover and profit beflore Lax arises in the UK and from its principal activity.

% R.R. DONNELLEY LIMITED
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Notes to accounts (continued)

3 Other operating expenses

Selling and marketing costs
Administrative expenses

4 Interest payable and similar charges

Qn bank loans, overdralts and other loans
- repayable within five years, not by instalments

On {inance leases

Discounts allowed

5 Prefit on ordinary activities before taxation

Profit on ordinary aclivities before taxation s stated after charging:

Depreciation

- tangible fixed asseta (leased)

- tangible fixed assets (owned)

Hire of plant and machinery

Auditors' remuneration

- audit

- other

Stalf cosls (Note 6)

Exceptional items

- write down of investmenlts in subsidiary undertakings (Note 9)
- provision against amounts due {rom subsidiary undertakings

10 R.R. DONNELLEY LIMITED

1993 1992

k £
1985672 1,713,732
11,418,845 13,260,020
13404517 14,973,758
1993 1992

£ £

911,948 1,546,885

. 3,152

911,918 1,550,037
92,056 68,964
1,004,004 1,619,001
1993 1992

£ £

53,449 75,387
5,611,793  5322,484
2,017,680 2,017,680
52,000 48,000
43,880 40,000
29,655,983 29,778,163
807,102 6,429,000
3,706,898 1,164,000
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Notes to accounts {continued)

6 Staff costs

Particulars of employee costs (including execative directors) are as shown helows:

1993 1992
E £
Employve costs during the year amounted to:
Wages and salaries 26,224,526 20,422,271
Social security costs 2,130,193 2,095,354
Other pension costs ) 1,301,204 1,260,538
29.655,983 29,778,163
The average weekly number of persons employed by the company during the year was as follows:
Number Number
Prodaction 854 829
Sales and marke ing 12 11
Administration 108 103
Directors' remuneration:
The employee costs shown above include the following remuneration in respect of directors of the company:
£ £
Remwuneration for management services 931,767 638,509
Compensation for loss of office 207,770 -
Pension paid to former direclor 3,927 3527
1,143,464 692,036
The directors' remuneration shown above (excluding pensions and pension contributions) included:
£ £
Highest paid director 328,308 119,355

The remuneration of the highest paid director in 1993 was borne by the ultimale parent company.

11 R.R. DONNELLEY LIMITED
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Notes to accounts (continued)

6 Staff costs (continued)
Dirediors' emoluments felf within the following ranges:

L -£ 5000
£10,001 - £ 15,000
£ 30,001 « £35,000
£35,001 - £40,000
£15,001 - £ 506,000
£ 65,001 - £ 70,000
£ 70,001 - £ 75,000
£75,001 - £ 80,000
£ 85,001 - £ 90,000
£90,001 - £ 95,000
£100,001 - £105,000
£115,001 - £120,000
£325,007 - £330,000

1993
Number

[ S B e R e

S Y

1992
Number

1

1

-— D

The above figures for emoluments do not include any amount for the value of share options granted to or held by

directors, Options 1o subscribe for common stock of the ultimate parent company have been gronted as follows:

Number of Options

Beginning

of year

P.J. Berridge 14,000
K.B. Dallus 15,700
R.W. England 17,000
P.A. Kiveal 700
JW.D. Ward 47,200

Granted Exercised
6,000 -
3,500 .
6,000 -

- -

6,000 -

End of
year

20,000
19,200
23,000

700
53,200

The options were granted between 23 October 1986 and 9 December 1993 and are exercisable between 1and 10 years

from the date the options were granted, at prices ranging from $15.65625 o $31.375. Options do not become fuily

exercisable until4 or § years after the date of grant.

12 R.R. DONNELLEY LIMITED
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Notes to accounts (continued)

7 Tax on profit on ordinary activities
The Llax charge is based on the resalt for the year and comprises:

Corporation {aw at 33% (1992 - 33%)
Adjustment of current taxation in respect of prior years

DReferred taxalion

1993 1992
£ £
1252462 1,095,160
59,592 (149,160)
1,312,054 940,000
810,000 1,089,000
2,122,054 2,035,000

Group relief representing approximately £1,715,000 (1992 - £1,103,000) of current laxation has been received froe of

charge from fellow subsidiary undertakings.

8 Tangible fixed assets
a. The movement in the year was as follows:

Frechold
land and Plant and machinery
buildings Owned Leased Tolal
£ £ £ £
Cost or valuation
Beginning of year 3,809,135 50,222,824 2,659,583 61,691,542
Addilions 108,609 6,278,087 - 6,386,696
Disposals - (73,210) - (73,210)
Transfers - 2,278,517 130,183 2,408,700
End of year 8,917,744 58,706,218 2,789,766 70,413,728
Depreciation
Beginning of year 2,442,433 14,403,547 2,533,140 19,379,120
Charge 327,196 5,284,597 53,449 5,665,242
Disposals - (71,170) - (71,170)
Transfers - 1,231,700 116,955 1,348,655
End of year 2,769,629 20,848,674 2,703,544 26,321,847
Net book valite, beginniag of year 6,366,702 35,819,277 126,443 42,312,422
Net book value, end of year 6,148,115 37,357,544 86,222 44,091,881

Freehold land included in the abave, amounting to £265,000 (1992 - 265,000} is not depreciated.

¥ RR. DONNELLEY LIMITED
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Notes to accounts {continued)

8 Tangible fixed assets {continued)

b, Bass of valuaton

Plant and machinery is shown at cost. Frechold land and buildings are shown at valuation in 1964 and 1976 wath
subsequent additions at cost as shown below.

1993 1992
£ £

Protessionally valued
- oxisting use (1964) 481,000 483,000
= existing use (1976) 150,000 180,000
Total at valuation 661,000 661,000
Alcost 8,256,744 8,148,135
Cost or valuation, end of yeay 8,917,734 5,809,135

Freehold buildings included at vatuation with an original cost of £111,932 are fully depreciated. based on cost, at
3 Becember 1993 and 1992,

9 Fixed asset investments
At31 Decernber 1993, the company held 100% of the ordinary share capital of the following subsidiary undertakings,

all of which are registered in England and Wales.

Principal activily

R.R. Donnelley UK Markeling Services Limited Direct mail and lettershop services
Ben Johnson and Company Limited Non trading
R.R. Donnelley (UK) Limited Printing

R.R. Donnelley (UR) Limited has a 65% interest in F.R. Donnelley-Pindar, a partnership. The investment comprises
the company's capital cortribution less amounls wrilten off. The principal business address of the partnership is
25/29 Worship Street, Lonaon EC2A 2DX. The principal aclivily of the partnership is {inancial and commercial
printing.

On 15 April 1993 the company acquired a 49% interest in Donnelley Hearst Holdings, an untimited liability
company registered in England and Wales. The investment comprises the cost of the shares acquired. The principal

activity of Donnelley Hearst Holdings is that of a holding company.

On the 31 Dectmber 1993 the trade, assels and liabilities of R.R, Donnelley UK Marketing Services Limited were
transflerred 1o the company.

4 R.R. DONNELLEY LIMITED
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Notes to accounts (continued)

9 Fixed asset investments (continued)
The movement on investments during the year, was as follows:

Cost:
Beginning of year
Investment in Donnelley Hearst Holdings

End of year

Amounts writien off:
Beginning of year
W oon off

End of year

Net book value

10 Stocks

Rasw materials and consumables
Work in progress
Computer databases

1993

£
3,593,379
3,475,154
61,177

9,327,102
1,000,000

10,327,102

8,518,000
507,102

a,275.102

1,002,000

1992

£
3,052,109
4,344,977

7,129,710

7,397,086

In the apinion of the directors, the estimaled replacement cost of stocks does not materially exceed the book value.

11 Debtors

Amounts falling due within one year:

Trade debtors

Amounts owed by other group underlakings
VAT

Other debtors

Prepayments and acerued income

Assets held for resale

15 R.R, DONNELLEY LIMITED

1993 1992

£ £
23,232,772 17,518,115
2,386,853 1,550,486
838,702 1,453,760
353,869 373,057
609,713 467,080
190,000 1,621,249
97,611,909 22,963,753
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Notes to accounts (continued)

12 Creditors; Amounts falling due within one year

1973 1992
£ i
Obligzstioes under finance leases and hire purchase conlracts 6,600 -
Bank loans and overdraits 2,687,956 238,706
Loun notes 77,854 113,132
Pavments recoived on account 6,267 8,765
Teade creditors 12,050,35% 14,585,489
Amonnls owed ta other group andertakings 14,624,783  11,2%2,086
Othier creditors
- UK corporation tax payable 1,398,000 1,095,160
- Sociat security and PAYE 898,780 779,960
- Other 695,063 856,051
Accruals and deferred income 3,533,663 2,134,560

35,977,325 31,363,929

13 Creditors: Amounts falling due after more than one year

199 1992
£ £
Obligations under finance leases and hire purchase conlracts 2,124 -
The fulure minimum lease payments to which the company is committed are as
{ollows:
Within one year 7,700 -
Wilhin two to five years 2,220 -
9,920 -
Finance charges allocaled to future periods {1,196} -
8,724 -

14 Provisions for liabilities and charges
Dwferred taxation has been provided in full because, in the opinion of the directors, it will become payable in lhe
foreseeable fulure,

Timing dilferences at 33% (1992 - 33%) are as {ollows:

1993 1992

£ £

Excess of tax allowances over book depreciation of fixed assols 6,231,000 5,256,000
Other timing differences related to current assets and liabilitics (25,000) 130,000

5,206,000 5,386,000

16 B.R. DONNELLEY LIMITED
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Notes to accounts (continued)

15 Called-up share capital

Authorised
Ordinary shares of £1 cach

Allotted, catled-nip and fully-paid
Ordinary shares of £1 cach

16 Reserves

1593 1992

£ £
6,157,850 6,157,850
5,167,850 3,157,850

Of the total reserves shown in the balance sheet, the following amounts are regarded as distributable or otherwise:

Disteibutable

- profit und loss accoun!
Non distributable

- capital contribution

- revaluation reserve

17 Reconciliation of movements in shareholders' funds

Profit for the financial year

Opening shareholders' funds

Closing shareholders funds

18 Guarantees and other financial commitments
e Copital commitnients

#l e cad of the year, capital commitments were:

Cantracted but not provided for

Authorised but not contracted for

17 R.R, DONNELLEY LIMITED

1993 £992

£ £
31,500470 30,206,511
4,000,000 4,000,000
253,379 253,379
35.753,849 34,459,890
1993 1992

E £
1,293,959 179,432
39,617,740 39,438,308
40,911,699 39,617,749
1993 1992

£ £
4,518,300 501,012
2,810,104 542,662
7,328,904 1,043,674
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Noftes to accounts (contiued)

18 Guarantees and other financial commitments (continued)

b Pension arrangements

The company operales a number of defined benefit pension schemes covering the majority of full time emplovees,
The schemos are set up under trust and the assets are therelore held separately from the company's assets,

The accrued contribution relating to the muin scheme of £53,000 (1992 - prepaid £19,000) at the year end 1s invluded
wilhin accruals and deferred income in note 12. The pension cost charge for the year of £1,301,264 (1992 - £1,260,538)
was made up of a regular cost of £1,386,261 (1992 - £1,371,538) less varialions from regular cost of £85,000 {1992 -
£111,000).

The pension ¢osts and related accrual are assessed in accordance with the advice of a professionally qualified
acluary.

The latest actuarial valuation of the main scheme was performed on 1 April 1993 and used the projected unit method
of valuation, The main actuarial assumptions were that the investment return would be 2% per annum higher than
the average rate of pay growth, 5% perannum higher than the rate of increase in pensions and 4.5% per annum in
excess of the rate of srowth in dividends,

Al Lhe date of the latest actuarial valuation, the market value of the assets of the main scheme was £29,203,000 and
the actuarial value of the assets was sufficient to cover more than 100% of the benefits that had acerued to members
after nllowing for expected future increases in earnings. The surplus arising will be reduced over the average
remaining service lives of employees in the scheme at an empioyer's contribution rate of 8.75% of pensionable
carnings as i result of improvements in benefits,

19 Ultimate parent company
The company's ultimate parent company is R.R. Donnelley & Sons Company which is incorporated in the Siate of
Delaware, USA,

Tive company's immediale parent company is Donnelley Satellite Services Limited incorporated in the Stale of
Delaware, USA,

The largest group in which the results of the company are consolidated is that headed by R.R. Donnelley & Sons
Company. The smallest group in which they are consolidated is that headed by Ponnelley Holdings Limiled,
incorporated in the Stale of Delaware, USA.

18 R.R. DONNELLEY LIMITED
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Notes to accounts (continned)

20 Related party transactions
Included in sales is £1,810,425 (1993 . £1,088,387) made to fetlow group undertakings,

Inclucled in cost of sales and opera ting expenses is £1,807,932 (1992 £4,091,086) charged by fellow group
undertakings,

Included in interest receivable and similar income is £52,083 (1992 - £233,235) charged 1o fe)low group undertakings,

Included in interesg payable and simifar charges is £851,063 (1992 £1,460,584) charged by fellow group
undertakings,

i% R.R. DONNELLEY LIMITED



