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Notes to the Cash Flow Statement

16 Reconciliation of Operating Profit to Net Cash Inflow from Operating Activities
2002 2001

£m £m

Operating profit 177.3 164.7
Depreciation charge 74.7 69.8
Amortisation of intangible assets 55.5 64.0
Decrease/(increase) in stocks and work in progress 3.0 (1.4)
Increase in debtors (32.4) (6.8)
(Decrease)/increase in creditors and other provisions (13.5) 21.8

Net cash inflow from operating activities 264.6 312.1

The cash inflow noted above includes a cash outflow of £2.6 million (2001 £3.4 million) in respect of operating exceptional items.

17 Analysis of Cash Flows given in the Cash Flow Statement
2002 2001

Note £m £m

Returns on investments and servicing of finance
Interest received 2.5 5.3
Interest paid (64.3) (65.4)
Interest element of finance lease rental payments (2.2) (3.0)
Issue costs of Eurobond – (1.0)
Premium on repurchase of Exchangeable Bonds (1.3) –
Dividends received from other investments 5.2 6.7
Dividends paid to minority shareholders (4.6) (5.3)

(64.7) (62.7)

Taxation
Tax paid (36.6) (49.1)
Tax repaid 11.7 5.4

(24.9) (43.7)

Capital expenditure and financial investment (net)
Purchase of tangible fixed assets (89.8) (93.8)
Purchase of investments (13.2) (15.2)
Disposal of tangible fixed assets 17.7 7.4
Disposal of investments 0.9 3.5

(84.4) (98.1)

Acquisitions and disposals
Purchase of businesses 19 (84.9) (91.7)
Purchase of Radio licences (5.0) (25.4)
Cash acquired with subsidiaries – 0.5
Investments in joint ventures and associates (13.2) (81.2)
Disposal of businesses 19 1.9 13.0
Disposal of associates 0.2 –

(101.0) (184.8)

Financing
Issue of Eurobonds – 167.7
Issue of share capital 0.3 0.5
Issue of shares by group company to minority shareholders – 11.1
Loans taken out 28.0 –
Repayment of loans by associates 0.4 –
Repurchase of Exchangeable Bonds (12.3) –
Repayment of other borrowings – (42.3)
Treasury hedging activities (6.5) (1.0)
Capital element of finance lease rental payments (6.8) (5.9)

Net cash inflow from financing 3.1 130.1
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15 Adjusted profit (before amortisation and impairment of intangible assets and exceptional items, 
after taxation and minority interests)

2002 2001
Note £m £m

Profit before tax 107.4 82.9
Add back:
Amortisation of intangible assets in Group operating profit and in joint ventures 70.7 58.5
Impairment of intangible assets 6.5 16.9
Operating exceptional losses 8.8 10.2
Share of operating exceptional losses in associates – 2.8
Profit on sale of fixed assets 5 (3.5) (1.2)
(Profit)/loss on disposal of businesses 6 (8.6) 5.9
Amounts written off investments 1.2 1.5

Profit before amortisation and impairment of intangible assets, 
exceptional items and taxation 182.5 177.5
Taxation charge 10ii (49.5) (54.1)
Interest of minority shareholders i (9.6) (6.1)

Profit before amortisation and impairment of intangible assets 
and exceptional items, after taxation and minority interests 123.4 117.3

(i) The adjusted minority charge for the year of £9.6 million (2001 £6.1 million) is stated after eliminating a credit of £3.3 million
(2001 £2.4 million), being the minority share of amortisation, and a charge of £0.5 million (2001 credit of £0.9 million) on exceptional items.
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20 Intangible Assets
Other

Goodwill intangible Total
assets

£m £m £m
Note (Note i) (Note ii)

Group
Cost
At beginning of year 520.9 328.3 849.2
Additions 35 78.6 5.0 83.6
Adjustments to previous year estimate of deferred consideration (10.0) – (10.0)
Disposals (7.4) – (7.4)
Exchange adjustment – 5.0 5.0

At end of year 582.1 338.3 920.4

Other
Goodwill intangible Total

assets
£m £m £m

Accumulated amortisation
At beginning of year 74.1 141.4 215.5
Charge for the year 38.4 17.1 55.5
Disposals (4.8) – (4.8)
Exchange adjustment – 1.6 1.6

At end of year 107.7 160.1 267.8

Net book value – 2002 474.4 178.2 652.6

Net book value – 2001 446.8 186.9 633.7

(i) Goodwill is capitalised on new acquisitions made after 28th September, 1998. Such goodwill is amortised over the lower of its useful
economic life and a period of 20 years. Goodwill arising on acquisitions made prior to 28th September, 1998 was written off directly to reserves.

(ii) Other intangible assets comprise publishing rights, titles, radio licences and certain other intangible assets.These assets were valued by
the Directors and are stated at fair value on acquisition and are amortised over the lower of their useful economic life and a period of 20 years.

Trade Marks
Note £m

Company
Cost
At beginning of year –
Additions i 125.0

At end of year 125.0

Accumulated amortisation
At beginning of year and end of year –

Net book value – 2002 125.0

Net book value – 2001 –

(i) At the year end the Company acquired certain trade marks from Group companies. Under the terms of this acquisition the Company will
receive a royalty payment from these companies based on ABC circulation figures.

(ii) These trade marks will be amortised over the lower of their useful economic life and a period of 20 years.
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18 Analysis of Net Debt
At Cash Issued on Cancelled Foreign Other At end

beginning flow acquisition of on sale of exchange non-cash of year
of year subsidiaries subsidiaries movements changes

Note £m £m £m £m £m £m £m

Cash 104.9 (33.4) – – (1.8) – 69.7
Bank overdrafts (2.1) 1.6 – – – – (0.5)

102.8 (31.8) – – (1.8) – 69.2

Debt due within one year i (30.7) (19.4) (1.2) 3.0 (1.0) (7.5) (56.8)
Debt due after one year
Eurobonds (644.1) 12.3 – – – (1.8) (633.6)
Loans ii (279.3) (8.6) – – 10.9 (2.7) (279.7)

(954.1) (15.7) (1.2) 3.0 9.9 (12.0) (970.1)
Finance lease obligations (38.0) 6.8 – – – – (31.2)

(992.1) (8.9) (1.2) 3.0 9.9 (12.0) (1,001.3)

Short-term investments 29 13.9 (3.6) – – – – 10.3

Net debt (875.4) (44.3) (1.2) 3.0 8.1 (12.0) (921.8)

(i) Other non-cash movements in respect of debt due within one year comprise a settlement of deferred consideration by way of loan 
notes issued.

(ii) Other non-cash movements in respect of Eurobonds and loans include the unwinding of the premium on the issue of further 2021 10% bonds
in the year of £0.5 million and on the issue of further 2013 7.5% bonds of £0.2 million offset by the accretion to the principal of the 2.5% deep
discount Eurobond of £1.9 million and the amortisation of issue costs of Eurobonds of £0.6 million.

(iii) Other non-cash movements in respect of debt due after one year comprises 'rolled up' interest of £2.7 million.

(iv) Cash flows in respect of Eurobonds comprise redemptions totalling £12.3 million of the 9.75% 2005 Eurobond.

19 Analysis of Movements in Cash in respect of Acquisitions and Disposals

2002 2001
Note £m £m

Acquisitions
Cash consideration including acquisition expenses 35 72.8 77.1
Cash paid in respect of consideration deferred from prior years 12.1 14.6

84.9 91.7

Cash paid in respect of consideration deferred from prior years was mainly in respect of the education and information publishing division.

2002 2001
£m £m

Disposals
Cash consideration including disposal costs 36 1.9 5.3
Cash received in respect of consideration deferred from prior years – 7.7

1.9 13.0

The impact of operating cash flows from acquisitions and disposals made in the year was not material.




