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Notice of meeting

Notice is hereby given that the annual general meeting of RR. Donnelley Limited will be held at the offices of the
company at Boroughbridge Road, York at 12 p.m. on 28 April 1995 for the following purposes:

As ordinary business:

1. To receive and approve the directors' report and accounts for the year ended 31 December 1994.
2. To reappoint Arthur Andersen as auditors of the company and authorise the directors to determine their
remuneration.
3. To transact any other ordinary business of an annual general meeting.
Boroughbridge Road By order of the Board,
York
YO2 555 P.J. Berridge
Secretary
5 April 1993
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Directors' report
For the year ended 31 December 1994

The directors present their annual report on the affairs of the company together with the accounts and auditors’ report
for the year ended 31 December 1994.

Principal activity and business review
The principal activities of the company continued to be the manufacture of high quality colour printing, the
production of telephone directories and computer software manuals, the distribution of telephone directories and the

provision of procurement services.

On 23 February 1995 the company transferred its Global Software Services division to R.R. Donnelley UK Global
Software Services Limited, a fellow subsidiary of R.R. Donnelley & Sons Company. Further details are provided in
Notes 3 and 9 to the accounts.

Results and dividends
Results for the year are as follows:

£
Retained profit at 31 December 1993 31,500,470
Retained profit for the year 191,178
Retained profit at 31 December 1994 31,691,648

No dividend js proposed.

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

JW.D, Ward

K.B. Dallas

R.W. England

P.J. Berridge

P.A. Kiveal

AL Walker {appointed 8 March 1994)
EE. Lane (appointed 9 March 1994)
S. Sutton (appointed 1 August 1994)

The directors do not have any interests required to be disclosed under Section 234 of the Companjes Act 1985.
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Directors' report (continued)

Directors' responsibilities for the preparation of the accounts

Company law requires the directors to prepare accounts for each financial year which give a true 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, the
directors are required to:

*  select suitable accounting policies and then apply them consistently;
* makejudgements and estimates that are reasonable and prudent;

¢ state whether applicable accounting standards have been followed, subject to any material departures disclosed
and explained in the accounts; and

Fixed assets
Information relating to changes in tangible fixed assets 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 thejr
net book value.

Disabled employees

made to ensure that their employment with the company continues and that appropriate training is arranged. Itis
the policy of the company that the training, career development and promotion of disabled persons should, as far as
possible, be identical with that of other employees,

Employee consultation

through circulation of information to employees via notice boards, production of a monthly in-house bulletin and
presentations given at regular intervals.
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Directors' report (continued)

Auditors
The directors will place a resolution before the annual generai meeting to reappoint Arthur Andersen as auditors for
the ensuing year.
Boroughbridge Road By order of the Board,
York
Secretary
5 April 1995
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‘*

ARTHUR ANDERSEN

Auditors' report

Leeds

To the Shareholders of R.R. Donnelley Limited:

Basis of opinion
We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board, An audit
includes examination, on a tegt basis, of evidence relevant to the amounts and disclosures in the accounts. it also

Arthur Andersen
- Chartered Accountants and Registered Auditors

St. Paul's House
Park Square
Leeds LS1 2p]

5 April 1995
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Profit and loss account
For the year ended 31 December 1994

Note
Turnover 2
Cost of sales
Gross profit
Other operating expenses 3
Operating profit
Interest receivable and similar income
Interest payable and similar charges 4
Profit on ordinary activities before faxation 5
Tax on profit on ordinary activities 7

Profit for the financial year
Retained profit, at 31 December 1993

Retained profit, at 31 December 1994

unmodified historical cost basis.

Continuing
operations
1994

£

106,627,151
98,527,438

8,099,713
8,086,651

13,062

Discontinued
Operations
1994

£

28,012,621
23,176,043

4,836,578
2,987,714

1,848,864

The accompanying notes are an integral part of this profit and loss account,
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Total
1994
£

134,639,772
121,703,481

12,936,291
11,074,365

—_—

1,861,926

506,372
(1,085,249)

—_—

1,283,049
(1,091,871)

191,178

31,500,470

31,691,648

Total
1993
£

132,108,923
114,684,375

17,424,548

13,404,517
4,020,031

399,986

(1,004,004)
3,416,013

(2,122,054)
1,293,959

30,206,511

31,500,470




Balance sheet
31 December 1994

Fixed assets
Tangible assets
Investments

Current assets

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

5 April 1995

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

8

=]

10
11

12

13
14

15
16
16
16

17

1994 1993

£ £
46,141,464 44,091,881
1,002,000 1,002,000
47,143,464 45,093,881
6,200,808 7,129,710
24,648,815 27,611,909
2,592,666 3,261,648
33,442,289 38,003,267
32,861,876 35,977,325
580,413 2,025,942
47,723,877 47,119,823
- 2,124

6,621,000 6,206,000
41,102,877 40,911,699
5,157,850 5,157,850
253,379 253,379
4,000,000 4,000,000
31,691,648 31,500,470
41,102,877 40,911,699




Notes to accounts
31 December 1994

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

a. Basis of accounting
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 Financia] Reporting 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 consolidated cash flow statement.

b, Consolidated accounts
parent company, Donnelley Holdings Limited.

¢. Tangible fixed assets
All of the tangible fixed assets of the company, other than 10 acres of frechold land which were revalued in 1976, are

stated at the amount at which they were revalued on 31 December 1964 plus additions at cost and less disposals
subsequent to that date.

Freehold buildings 3% per annum
Plant and machinery 5%-20% per annum

No depreciation is provided on freehold land.

The acquisition of certain plant is being financed by means of leases. The plant acquired has been capitalised at its
cost and is depreciated in accordance with the above rates. The future liability to the leasing companies has been
shown, net of deferred interest, as a liability in the balance sheet. 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,

d. 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 further costs expected to be incurred to completion
and disposal. Provision is made for obsolete, slow moving or defective items where appropriate,
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Notes to accounts (continued)

1 Accounting policies (continued)
e. Taxation

Corporation tax payable is provided on taxable profits at the current rate.
Deferred taxation has been calculated on the liability method. Deferred tax is provided on timing differences which
are expected to reverse in the future, calculated at the rate at which it is estimated that tax will be payable. Deferred

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

f- Pension costs

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

ii. variations from the regular cost, arising from any surplus on the pension scheme, which are allocated over the
expected 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 appropriate.

§. Foreign currency

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

h. Investments

Investments in subsidiary and associated undertakings are stated at cost less amounts written off,

i. 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 turnover by activity and geographical market has been omitted. The vast majority of the company's
turnover and profit before tax arises in the UK and from its principal activity,
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Notes to accounts (continued)

3 Turnover, cost of sales and other operating expenses

1994 1993
Continuing Discontinued Continuing Discontinued

Operations  operations Total  operations operations Total

£ £ £ £ £ £

Turnover 99,991,948  32,116975 132,108,923

Cost of sales 86,656,111  28,028264 114,684,375
Other operating expenses

Selling and marketing costs 1,398,984 877,874 2,776,358 1,044,731 940,941 1,985,672

Administrative expenses 6,187,667 2,109,840 8,297 507 9,232,832 2,186,013 11,418,845

8,086,651 2,987,714 11,074,365 10,277,563 3,126,954 13,404,517

Operating profit 3,058,274 961,757 4,020,031

On 23 February 1995 the company disposed of its Global Software Services division. The results of the division for
the year ended 31 December 1994 and the comparatives for the year ended 31 December 1993 are shown under
discontinued operations. Details of the disposal are given in Note 9.

4 Interest payable and similar charges

1994 1993
£ £

On bank loans, overdrafts and other loans
- repayable within five years, not by instalments 923,836 911,948
On finance leases 1,121 -
924,957 911,948
Discounts allowed 160,292 92,056

1,085,249 1,004,004
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Notes to accounts (continued)

5 Profit on ordinary activities before taxation

Profit on ordinary activities before taxation is stated after charging:

Depreciation

- tangible fixed assets (leased)

- tangible fixed assets (owned)

Hire of plant and machinery

Auditors' remuneration

- audit

- other

Staff costs (Note 6)

Exceptional items

- write down of investments in subsidiary undertakings (Note 9
- provision against amounts due from subsidiary undertakings

6 Staff costs

Particulars of employee costs (including executive directors) are as shown below:

Employee costs during the year amounted to:
Wages and salaries
Social security costs
Other pension costs

The average weekly number of persons employed by the company during the year was as follows:

Production
Sales and marketing
Administration
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1994 1993

£ £

69,310 53,449
6,690,523 5,611,793
480,636 2,017,680
48,000 52,000
34,310 43,880
34,529,287 29,655,983
- 807,102
1,615,315 3,708,898
1994 1993

£ £
30,541,067 26,224 526
2,533,327 2,130,193
1,454,893 1,301,264
34,529,287 29,655,983
Number Number
999 854

21 12

113 108




Notes to accounts (continued)

6 Staff costs (continued)
Directors' remuneration:

The employee costs shown above include the following remuneration in respect of directors of the company:

1994 1993
£ E
Remuneration for management services 726,061 931,767
Compensation for loss of office - 207,770
Pension paid to former director 4,131 3,927
730,192 1,143,464
The directors' remuneration shown above {excluding pensions and pension contributions) included:
£ £
Highest paid director 101,905 328,308
The remuneration of the highest paid director in 1993 was borne by the ultimate parent company.
Directors' emoluments fell within the following ranges:

Number Number
£25,001 - £30,000 1 -
£.30,001 - £ 35,000 - 1
£35,001 - £40,000 1 1
£45,001 - £50,000 - 1
£50,001 - £55,000 1 -
£65,001 - £70,000 - 1
£70,001 - £75,000 1 1
£75,001 - £ 80,000 1 -
£ 80,001 - £ 85,000 1 -
£85,001 - £ 90,000 1 1
£ 90,001 - £ 95,000 - 1
£100,001 - £110,000 1 -
£325,001 - £330,000 - 1
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Notes to accounts (continued)

6 Staff costs (continued)
The above figures for emoluments do not include any amount for the value of share options granted to or held by
directors. Options to subscribe for common stock of the ultimate parent company have been granted as follows:

Number of Options

Beginning End of

of year Granted Exercised year

P.J. Berridge 20,000 4,000 - 24,000
K.B. Dallas 19,200 4,000 - 23,200
R.W. England 23,000 4,000 - 27,000
P.A. Kiveal 700 - - 700
JW.D, Ward 53,200 4,000 (33,000) 24,200
AL, Walker 23,000 4,800 - 27,800
S. Sutton - 4,000 - 4,000

The options were granted between 23 October 1986 and 12 December 1994 and are exercisable between 1 and 10 years
from the date the options were granted, at prices ranging from $15.65625 to $31.375. Options do not become fully
exercisable until 4 or 5 years after the date of grant.

A.L. Walker has a secured loan with the company which was granted in 1990. The loan, which is interest free, is
repayable in monthly instalments until September 1998. The movement during the year was as follows:

£
Beginning of year 18,647
Repayments (5,175)
End of year 13,472
7 Tax on profit on ordinary activities
The tax charge is based on the result for the year and comprises:
1994 1993
£ £
Corporation tax at 33% (1993 - 33 %) 625,000 1,252,462
Adjustment of current taxation in respect of prior years 51,871 59,592

676,871 1,312,054
Deferred taxation 415,000 810,000

1,091,871 2,122,054
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Notes to accounts (continued)

7 Tax on profit on ordinary activities (continued)
Group relief representing approximately £77,000 (1993 - £1,715,000) of current taxation has been received free of
charge from fellow subsidiary undertakings.

The overall tax charge is exceptionally high principally as a result of the write down of amounts due from subsidiary
undertakings totalling £1,615,315 which is not allowable for tax purposes.

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

Freehold

land and FPlant and machinery

buildings Owned Leased Total

£ £ £ £

Cost or valuation
Beginning of year 8,917,744 58,706,218 2,789,766 70,413,728
Additions - 8,904,376 21,765 8,926,141
Disposals - (1,035152)  (1,366,457) (2401,609)
Transfers - 96,326 {865,536) (769,210)
End of year 8917744 66,671,768 579,538 76,169,050
Depreciation
Beginning of year 2,769,629 20,848,674 2,703,544 26,321,847
Charge 222,406 6,468,117 69,310 6,759,833
Disposals - (907,259)  (1,366457)  (2,273,71 6)
Transfers - 119,062 (899,440) (780,378)
End of year 2,992,035 26,528,594 506,957 30,027,586
Net book value, beginning of year 6,148,115 37,857,544 86,222 44,091,881
Net book value, end of year 5,925,709 40,143,174 72,581 46,141,464

Freehold land included in the above, amounting to £265,000 (1993 - £265,000) is not depreciated.
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Notes to accounts (continued)

8 Tangible fixed assets (continued)

b. Basis of valuation

Plant and machinery is shown at cost. Freehold land and buildings are shown at valuation in 1964 and 1976 with
subsequent additions at cost as shown below:

1994 1993
£ £

Professionally valued
- existing use (1964) 481,000 481,000
- existing use (1976) 180,000 180,000
Total at valuation 661,000 661,000
Atcost 8,256,744 8,256,744
Cost or valuation, end of year 8,917,744 8,917,744

Freehold buildings included at valuation with an original cost of £111,932 are fully depreciated, based on cost, at
31 December 1994 and 1993,

9 Fixed asset investments
The following are included in the net book value of fixed asset investments:

1994 1993

£ £

Subsidiary undertakings 2,000 2,000
Associated undertakings 1,000,000 1,000,000

1,002,000 1,002,000

Principal investments

At 31 December 1994, the company held 100% of the ordinary share capital of the following subsidiary undertakings,
all of which are registered in England and Wales.

Principal activity

R.R. Donnelley UK Marketing Services Limited Non trading
Ben Johnson and Company Limited Non trading
R.R. Donnelley (UK) Limited Printing

R.R. Donnelley (UK) Limited has a 65% interest in R.R. Donnelley-Pindar, a partnership. The investment comprises
the company's capital contribution less amounts written off. The principal business address of the partnership is
25/29 Worship Street, London EC2A 2DX. The principal activity of the partnership is financial and commercial
printing,
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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 and end of year 9,327,102

Amounts written off:

Beginning and end of year (9.325,102)
Net book value, beginning and end of year 2,000

Associated undertakings

The company holds a 49% interest in Donnelley Hearst Holdings, an unlimited 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.

Other
On 4 August 1994 the company acquired the trade and assets of the database consultancy and marketing analysis

business carried on by Data by Design Limited. The consideration given was £150,000 in cash. The fair value of the
assets acquired was £150,000.

On 23 February 1995 the company transferred its Global Software Services division to R.R. Donnelley UK Global
Software Services Limited, a fellow subsidiary of R.R. Donnelley & Sons Company, for consideration equal to the fair
value of the net assets transferred, in cash. No provisions were required to be made in respect of losses to be incurred
as a result of the disposal.

10 Stocks
1994 1993
£ £
Raw materials and consumables 3,029,227 3,593,379
Work in progress 3,154,309 3475,154
Computer databases 17,272 61,177

6,200,808 7,129,710

In the opinion of the directors, the estimated replacement cost of stocks does not materially exceed the book value.
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Notes to accounts (continued)

11 Debtors

Amounts falling due within one year:

Trade debtors

Amounts owed by other group undertakings
VAT

Other debtors

Prepayments and accrued income

Assets held for resale

12 Creditors: Amounts falling due within one year

Obligations under finance leases and hire purchase contracts
Bank loans and overdrafts

Loan notes

Payments received on account

Trade creditors

Amounts owed to other group undertakings
Other creditors

- UK corporation tax payable

- Social security and PAYE

- Other

Accruals and deferred income
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1994 1993

£ £
21,403,362 23,232,772
626,200 2,386,853
1,287,508 838,702
462,280 353,869
544,465 609,713
325,000 190,000
24,648,815 27,611,909
1994 1993

£ £

2,230 6,600
2,219,688 2,687,956
35,528 77,854
6,267 6,267
13,095,777 12,050,359
11,178,566 14,624,783
625,000 1,398,000
927,245 898,780
692,261 693,063
4,079,314 3,533,663
32,861,876 35,977,325




Notes to accounts (continued)

13 Creditors: Amounts falling due after more than one year

Obligations under finance leases and hire purchase contracts

"The future minimum lease payments to which the company is committed are as
follows:
Within one year
Within two to five years

Finance charges allocated to future periods

14 Provisions for liabilities and charges

1994 1993
£ £

- 2,124
2,326 7,700
- 2,220
2,326 9,920
(96) (1,196)
2,230 8,724

Deferred taxation has been provided in full because, in the opinion of the directors, it will become payable in the

foreseeable future.

Timing differences at 33% (1993 - 33 %) are as follows:

Excess of tax allowances over book depreciation of fixed assets
Other timing differences related to current assets and liabilities

15 Calied-up share capital

Authorised
Ordinary shares of £1 each

Allotted, called-up and fully-paid
Ordinary shares of £1 each
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1994 1993

£ £
6,486,000 6,231,000
135,000 (25,000)
6,621,000 6,206,000
1994 1993

£ £
6157850 6,157,850
5157850 5,157,850




Notes to accounts (continued)

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

1994 1993
£ £
Distributable
- profit and loss account 31,691,648 31,500,470
Non distributable
- capital contribution 4,000,000 4,000,000
- revaluation reserve 253,379 253,379

35,945,027 35,753,849

17 Reconciliation of movements in shareholders' funds

1994 1993
£ £
Profit for the financial year 191,178 1,293,959
Opening shareholders' funds 40,911,699 39,617,740
Closing shareholders' funds 41,102,877 40,911,699
18 Guarantees and other financial commitments
a. Capital commitments
At the end of the year, capital commitments were:
1994 1993
£ £
Contracted but not provided for 691,603 4,518,800
Authorised but not contracted for 1,762,606 2,810,104

2,454,209 7,328,904

b. Pension arrangements
The company operates a number of defined benefit pension schemes covering the majority of full time employees.
The schemes are set up under trust and the assets are therefore held separately from the company's assets.

The accrued contribution relating to the main scheme of £140,000 (1993 - £53,000) at the year end is included within
accruals and deferred income in note 12. The pension cost charge for the year of £1,454,893 (1993 - £1,301,264) was
made up of a regular cost of £1,538,893 {1993 - £1,386,264) less variations from regular cost of £84,000 (1993 - £85,000).

The pension costs and related accrual are assessed in accordance with the advice of a professionally qualified actuary.
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Notes to accounts (continued)

18 Guarantees and other financial commitments {continued)

b. Pension arrangements (continued)

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% per annum higher than the rate of increase in pensions and 4.5% per annum in
excess of the rate of growth in dividends.

At the 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 accrued to members after
allowing 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 employer's contribution rate of 8.75% of pensionable earnings as a
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 State of
Delaware, USA.

The company's immediate parent company is Donnelley Satellite Services Limited Incorporated in the State 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 Donnelley Holdings Limited,
incorporated in the State of Delaware, USA.

The consolidated accounts of R.R. Donnelley & Sons Company are available to the public and may be obtained from
the following address:

R.R. Donnelly & Sons Company
Corporate Communication Department
77 West Wacker Drive

Chicago

Minois 60601-9521

USA

20 Related party transactions
Included in sales is £1,493,534 (1993 - £1,81 0,425) made to fellow group undertakings.

Included in cost of sales and operating expenses is £1,925,565 (1993 - £4,807,932) charged by fellow group
undertakings.

Included in interest receivable and similar income is £100,995 (1993 - £52,983) charged to fellow group undertakings.
Included in interest payable and similar charges is £869,122 (1993 - £854,063) charged by fellow group undertakings.
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