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Financial




Financial highlights 2003

2002 £190.5m

2002 37.1p

(2002 17.6p)



2002 £1082.3m

2002 £219.0m

2002 £666.1m
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Trinity Mirror is a business of great media
brands. Local brands which sit at the
heart of the communities they serve.
Historic national brands like the world-
famous Daily Mirror. Market-leading
regional brands like the Liverpool Echo,
Birmingham Evening Mail and Newcastle
Evening Chronicle. Pre-eminent sports
brands like the Racing Post. Brands that
have become part of British culture.
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For Trinity Mirror, 2003 was a year not only of transformation, but
also one of achievement and delivery. And it is quite something
to be able to demonstrate both in a year in which Sly Bailey, our
new Chief Executive, was in the post not even for a full year.

The financial performance itself was very satisfactory. Group
operating profit* improved from £190.5 million to £212.5 million
in the year just ended, an increase of 11.5 per cent. Earnings
per share* also improved by 10.8 per cent over the previous
year. These results represent the best delivery of shareholder
value by this Group for four years and will underpin the
Company'’s drive for development and growth.

Sly Bailey’s arrival in February 2003 signalled the beginning

of a step change. The management team has been refreshed
and the whole executive team has recognised and is committed
to improving performance at all levels and across all disciplines.
Our strategies have been carefully evaluated, as have our
structures and our people. We now have in place a team that
can deliver the objectives set by the Board. To date, even in

a challenging market place and with an uncertain macro-
economic climate, the team has not disappointed.

As Chairman, it has been interesting to watch how both
management and staff have eagerly taken the opportunities
offered to them to examine and embrace new ideas, to
re-invigorate their attitude and to sharpen their commitment
to the business; we all want the success of Trinity Mirror.

As the media landscape changes, we are confident that we have
the structures and teams in place to drive our business forward
successfully. We know what is core to our business and what

is not, and we have taken clear action to focus the scope of our
businesses and to direct that focus. Our clarity of thinking has
removed uncertainty, rumour and speculation about our future.
The Group now has the self-confidence and commitment to
succeed in a competitive market place, even when sometimes
the playing field is a bit uneven!

*On a like for like, pre exceptional items basis as defined in footnotes (1) and (2) on page 14.

*turnover

*profit

*eps

On behalf of the Board, | would like to express our appreciation
to all members of the management and staff of Trinity Mirror for
their tremendous efforts over the year. They have embraced
willingly and enthusiastically the new leadership, and | am sure
that everyone will benefit from a more enjoyable and a more
rewarding environment in which to work.

During the year, Roger Harrison retired from the Board.
Roger gave immense service to Trinity Mirror over 12 years.
His extensive knowledge of the media was of much benefit
to us. We will miss his incisive thoughts and commitment but
wish him well in his well-earned retirement.

Mark Haysom left the Group after 11 years with us. We wish
him well and thank him for his contribution to the Trinity Mirror
business over 11 years.

| am very pleased to welcome David Ross to the Board.

He brings a depth of independent knowledge to the Board
and his extensive consumer experience and wider corporate
perspective will help us to continue with the implementation
of our growth strategy:

oo é\s«w‘

Sir Victor Blank
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Chief Executive’s statement

During 2003 we have implemented numerous changes

to improve performance of the Group and the results
demonstrate that we are already seeing signs of this
despite the challenging market conditions. Most
importantly 2003 has also been a year during which we
have shown that it is possible to set stretching goals and
to achieve them. Put simply it has been a year in which
Trinity Mirror has been engaged in the Art of the Possible.

In February we commenced a review of the Group with
the objective of identifying the actions required to deliver
significantly improved performance and enhanced
shareholder value. The review considered all options
open to the Group.

In July 2003 we announced the preliminary findings

of the review. The review confirmed the potential for
improving performance and creating shareholder value
by running Trinity Mirror more effectively as a group

of publishing businesses.

“We’ve asked

Cus

ers

what they want from our
brands, and responded

with new and

products.”

of publishing and to manage our newspapers actively as
a portfolio of titles. To this end, we have focused sharply
on the management of our brands. We’ve looked at how
we position them, how we support them and how we
market them. We’ve investigated how they interact,

how we invest in them and how to improve them.

In pursuit of the ‘gold standard’ across all of our products
and services, we committed ourselves to a greater focus
on creativity and innovation across the Group.

We promised regular consumer research to drive new
insights and inform changes to our brands and content,
and better targeted marketing.

revitalised

e e

o R ——
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We’ve asked customers what they want from our brands,
and responded with new and revitalised products. We’ve also
identified brands that aren’t working or don’t fit the portfolio,
and made some tough decisions.

As a first step we were determined to lay a firm foundation

in terms of this year’s performance, principally through a
combination of tighter cost management and a more focused
publishing approach. This is already evident in the 2003 results
which deliver an 11.5% improvement in group operating profits*
despite challenging market conditions which contributed to
revenues* only growing by 1.2%.

Secondly, it was important that we provided guidance on some

specific performance and shareholder value enhancing objectives.

The key objectives announced in July 2003 were:

» £25 million (net of re-investment) annualised cost savings in
2005. £4 million in 2003 and an incremental £16 million in 2004

« the disposal of our titles in Ireland

e a policy to increase dividends progressively

e and a commitment to reduce debt.

For our two major divisions the review highlighted that:

» the Regionals businesses are strong with robust, market
leading positions in many of the UK’s most important
metropolitan markets. The ‘from Biggest to Best’ initiative has
delivered an improved performance. However, the division has
significant scope for further improvement in revenue, profit and
margin, to be achieved through tighter and more focused
management and an acceleration in the pace of change

» the National titles remain very large consumer franchises.
However, it was clear that the division must focus on
strengthening its core publishing skills, and developing a
greater understanding of its customers, both readers and
advertisers. Clarity of publishing strategy across the Nationals
portfolio, coupled with improvements to product content and
quality, marketing, availability through the supply chain and ad
sales were each identified as key levers to an improved
performance of both the top and bottom line.

The review confirmed that with changes to the organisation and
management of the business, the value of the Group as a whole
is greater than the sum of its constituent parts. To deliver the
required transformation an overlapping three-phase performance
improving strategy: ‘Stabilise Revitalise Grow’ was implemented
across the Group.

*On a like for like, pre exceptional items basis as defined in footnotes (1) and (2) on page 14.

The first phase of the programme is designed to stabilise
performance and ensure a robust platform for the future. Clear
strategies are now in place across all of the Group’s businesses.
Structures have been reviewed and where appropriate changed
to ensure delivery of objectives. Management changes have
ensured we have the right people, with the right skills, in the right
jobs, doing the right things.

In the second and overlapping phase we are focused on
revitalising our products and services, and on redesigning internal
processes and ways of working to become a more agile and
efficient Group. A greater focus on creativity and innovation,
coupled with regular consumer research, will drive new insights
and inform changes to brands and content. Better targeted
marketing, and the strengthening of advertising sales capability,
will assist in driving top-line revenue growth.

Pursuing the opportunities identified in the first two phases will
create the momentum, financial headroom and the organisational
capability to access and drive value through longer-term growth
opportunities.

This performance-based strategy will deliver enhanced earnings
and margins. It will deliver better performance from individual
brands and businesses whilst increasing the value of the Group
as a whole by capturing the full benefits of scale, sharing of best
practice and ensuring that the right level of focus, performance
measures and incentives are in place. | am pleased to report that
significant progress has been made during the year through the
Stabilise and Revitalise phases.



During 2003 we have focused on the management of our
portfolio, developing clear market positions for our titles and
differentiating our products in the eyes of our customers. In
practical terms it means we have made clear distinctions between
newspapers we own which compete in the same marketplace;
we have ended the price discounting strategy for the Daily Mirror
and we have stopped the price competition between our titles in
Scotland. The rigorous management of our portfolio has led to

a better understanding of the needs and requirements of our
readers through a continuous process of research.

For the Regionals division, a more focused approach on margin
has significantly accelerated the pace of performance improving
initiatives. This, coupled with a more aggressive approach to
increasing cover prices, has contributed to an improved
performance in 20083.

In our Nationals business the senior management team of the
division has been substantially restructured with a number of key
management changes made. Numerous changes have been made
to improve performance through better publishing of core products
and tighter management of the cost base. As a result of these
actions we expect to see an improvement in both circulation and
advertising performance during 2004.

The Group’s Sports titles have sustained and strengthened their
market leading positions in the growing market for horseracing and
sports betting. Changes have been made in working practices to
seven day publishing to accommodate more Sunday racing.

The Magazines and Exhibitions division has continued its programme
of restructuring the portfolio to improve overall performance of the
core products whilst looking to divest or close non-core loss-making
activities.

Arrow Interactive is being repositioned as a vehicle for primarily
servicing the needs of the Group. We feel this repositioning will better
drive revenue opportunities across our titles.

The specific benefits of closer co-operation between our brands
have become obvious and for the first time our constituent parts —
Nationals and Regionals, Sports and Digital, Magazines and
Exhibitions — are operating as a Group. In November 2003 we held
the first Groupwide senior management conference attended by
our top 55 senior managers. The agenda focused on the practical
application of our strategy. We plan to meet again in May 2004 in
order to drive momentum and explore new initiatives together.

We said we would take a more focused publishing approach,
and this is precisely what we have done. In short, we will not allow
ourselves to be out-published by our competitors.

Having restructured the senior management team and reinvigorated
the focus and direction of the Group through the performance
based strategy ‘Stabilise Revitalise Grow’, in 2004 we will build on
the achievements of 2003 and continue to drive further improved
performance.

Vo ol

Sly Bailey
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Financial highlights

2003 20029
£m £m % change
Turnover
— actual 1,095.1 1,089.3 0.5%
— like-for-like® 1,095.0 1,082.3 1.2%
Group operating profit pre exceptional items®
— actual 212.5 191.0 11.3%
— like-for-like® 212.5 190.5 11.5%
Group operating profit post exceptional items?
— actual 100.5 59.8 68.1%
— like-for-like® 100.5 59.3 69.5%
Profit before tax pre exceptional items® 172.5 155.5 10.9%
Profit before tax post exceptional items® 60.6 26.2 131.3%
% %

Operating margin pre exceptional items" 19.4 17.6 1.8%
Per share Pence Pence
Underlying earnings pre exceptional items 41.1p 37.1p 10.8%
Exceptional items® (36.5)p 43.7)p 16.5%
Basic earnings/(loss) post exceptional items 4.6p 6.6)p 169.7%
Dividend 18.3p 17.6p 4.0%

Footnotes

" Turnover and operating profit adjusted to exclude the results of Post Publications Limited and Ethnic Media Group Limited which were disposed of in June 2002, Channel One which ceased trading
in November 2002 and Wheatley Dyson & Son Limited which was disposed of in February 2003. During the 52 weeks ended 28 December 2003 these businesses achieved turnover of £0.1 million
(2002: £7.0 million) and operating profit of £nil (2002: £0.5 million)

Group operating exceptional items of £112.0 million (2002: £131.2 million) include a £100.0 million (2002: £125.0 million) impairment charge against the carrying value of the publishing rights and
titles of the Regional titles in London and the South East (2002: Midlands). Total exceptional items before tax of £111.9 million (2002: £129.3 million), and after tax of £106.7 million (2002:

£127.5 million), also include the net profit on the disposal of subsidiary undertakings, and, in 2002, the Group’s share of associates’ non-operating exceptional items

Turnover has been restated to reflect Arrow Interactive revenues net of commissions payable to third parties. This change in accounting policy has no impact on the Group operating profit for

2003 or 2002

@

[



Group

Within the following financial highlights, all figures are presented
on a like-for-like" pre exceptional items® basis unless otherwise
specified. Turnover has been restated to reflect Arrow
Interactive revenues net of commissions payable to third
parties. This change in accounting policy has no impact on the
Group or total operating profit in 2002 and 2003.

In uncertain and challenging market conditions the operating
profit™ and earnings per share, before exceptional items,
increased by 11.5% and 10.8% respectively. Operating margins™?
increased from 17.6% to 19.4% with Regionals division improving
operating margin™® from 21.9% to 23.6% and Nationals division
improving operating margin® from 15.7% to 17.4%. Dividends
have been increased by 4.0% to 18.3p per share.

The ‘Stabilise Revitalise Grow’ strategy announced in July 2003
to improve performance and enhance shareholder value is
delivering ahead of expectations. The 2003 performance has
benefited from net cost savings of £5.0 million from initiatives
arising from the Chief Executive’s Review, incremental cost
savings of £9.2 million from ongoing cost reduction programmes
which have contributed to annualised costs savings of £42.0
million since 2001, and a reduction in newsprint prices which
contributed £10.7 million. The cost savings arising from the Chief
Executive’s Review are targeted to deliver net incremental savings
of £18 million in 2004 and net annualised savings of at least
£30.0 million for 2005.

The Group continued to generate strong cash flows during the
year with net cash flow from operating activities of £246.2
million (2002: £219.0 million) contributing to net debt falling by
£61.0 million to £605.1 million (2002: £666.1 million).

The annual review of the carrying value of the Group’s
publishing rights and titles, undertaken in accordance with FRS
10, has indicated that an impairment charge of £100.0 million
was required. The impairment charge reduces the carrying
value of the Regional titles in London and the South East. In
2002 an impairment charge of £125.0 million related to the
Regional titles in the Midlands.

During the year, the FRS 17 pension deficit has increased from
£163.1 million to £248.1 million (net of deferred tax). Total
contributions to defined benefit pension schemes to fund
ongoing accrual of benefits and past service deficits increased
by £7.8 million to £25.2 million in 2003.

All the Group’s defined benefit pension schemes are funded in
accordance with MFR (Minimum Funding Requirements).

The FRS 17 operating profit charge, before past service costs
(£1.7 million), was £24.5 million in 2003 and is expected to be
£32.6 million in 2004.

“The ‘Stabilise Revitalise
Grow’ strategy announced
in July 2003 to improve
performance and enhance
shareholder value is
delivering ahead of

expectations.”
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Regionals

The Regionals division, including Metros and Digital Media,
delivered a robust performance during 2003.

The division achieved operating profit* growth of 10.2% to
£123.9 million with turnover* increasing by 2.1% to £525.2
million and operating margin* increasing by 1.7% to 23.6%.

A strong advertising performance, coupled with tight cost
control, enabled the Group’s Metro titles to move into profit
ahead of expectations, achieving an operating profit of
£0.2 million (2002: £1.5 million loss).

Digital media activities benefited from increased revenues
following the introduction of charges for advertising uploaded to
the web together with further reductions to the cost base.
Losses were reduced by £3.8 million (50.0%) from £7.6 million
to £3.8 million.

The Regional newspaper titles in Ireland were put up for sale in
July 20083. A sale to 3i was announced on 1 December 2003
and was completed on 15 January 2004.

Turnover* £m

2002 514.4
ET.$  525.2

Operating profit* £m

Nationals

The Nationals division, incorporating the UK and Scottish Nationals,
has benefited from a significant change in focus, direction and a
number of senior management changes during 2003.

The division achieved operating profit* growth of £8.2 million
(10.6%) from £77.6 million to £85.8 million. This performance
was despite volatile advertising conditions which contributed to
total revenues falling by £1.8 million from £494.0 million to
£492.2 million.

Whilst the impact of volatile advertising conditions was partially
offset by the restoration to full cover price for the Daily Mirror in
England and Wales, a competitive market driven by substantial
promotional activity resulted in disappointing circulation
performance which reduced the impact of the increased

cover price.

Tight management of the cost base and a reduction in
newsprint prices contributed to the division improving operating
margins* by 1.7% from 15.7% to 17.4%.

Turnover £m
2002 494.0

Operating profit* £m

2002 77.6
2003 | 85.8

2002 112.4
HIN. 123.9
Revenue by title £m
Advertising revenue* by category £m 2008 2002
2003 2002 Daily Mirror 255.5 248.2
Display 126.0 125.7 Sunday Mirror 65.5 68.0
Recruitment 121.6 118.1 The People 40.6 44.7
Property 47.4 43.4 Daily Record 72.5 74.4
Motors 38.7 40.2 Sunday Mail 25.9 26.9
Other 70.3 67.1 Other 32.2 31.8
National titles ~ Daiy Average Market
Largest regional titles Daily Average arevaton readers share
circulation” readers®
2003 2003 Daily Mirror 1,940 4,529° 20.0
Morning Sunday Mirror 1,606 4,883 15.4
Daily Post (Liverpool) 61,046 179,736 The People 1,088 2,403 10.4
Western Mail 45,849 193,420 Daily Record® 462 1,3750 39.5
The Journal (Newcastle) 44,325 102,990 Sunday Mail® 563 1,527© 36.0
Evening © Average circulation for 6 months to December 2003
- © NRS 6 months to November 2003
leerpool Echo 139,341 388,386 ©NRS 6 months to September 2003
Birmingham Evening Mail 110,818 302.843 © Share of tabloid market 6 months to December 2003
- - . ’ @ Within Scottish market only
Evening Chronicle (Newcastle) 93,838 273,500
Sunday
Sunday Mercury (Birmingham) 86,993 288,759
Sunday Sun (Newcastle) 87,492 198,598

® Average ABC Jan-Dec 2003
® JICREG Jan 2004

*On a like for like, pre exceptional items basis as defined in footnotes (1) and (2) on page 14.
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Sports

The Sports division continues to deliver strong performances
with operating profits* increasing by 20.3% to £14.2 million
(2002: £11.8 million).

Circulation revenues grew by 8.4% reflecting cover price
increases for all titles and strong circulation performance for the
Racing Post with volumes increasing by 1.0% year-on-year
(excluding Sunday sales).

The division achieved strong advertising revenue growth of
11.9%, driven by growth in the second half of 20.0% reflecting
continued strength in the core advertising markets.

Magazines & Exhibitions

The division achieved operating profit* of £4.8 million
representing a fall of 9.4% (£0.5 million). Turnover fell by 1.6%
(£0.5 million) primarily from a reduction in advertising revenue of
4.0% (£0.6 million).

A new wedding show was successfully launched in 2003
generating revenues of £0.4 million.

Turnover £m

2002 31.0
2003 | 30.5

Operating profit* £m

2002 5.3
Turnover £m (2005 ] 4.8
2002 39.4
2008 | 43.4
Principal magazines Average
no. of sales
. -
Operating profit* £m Back Street Heroes 25,033
2002 11.8 -
2008 | 14.2 Streetfighters 21,518
Build It 27,350
Sports titles ‘ Inside Housing 26,030
circu\aDr?cK Micro Mart 24,116
i (H)
Racing Post 79,736 Principal exhibitions No. of
Racing and Football Outlook No ABCs attendees
Raceform Update No ABCs National Boat, Caravan and Leisure Show 133,761
Weekender® 19,479 National Wedding Shows 55,460

# ABC July-Dec 2003

Arrow Interactive
(formerly Voice Media)

Arrow Interactive is a provider of interactive telephone response
services to both internal newspaper operations and external
media and advertisers. Due to significant pressure during the
year on margins for telephony and in particular TV contracts, the
division reported an operating loss* for the year of £0.3 million
(2002: £0.2 million operating profit®).

Turnover £m
2002 3.5
3.7

Operating profit/(loss)* £m
2002 0.2
2003 | (0.3)

Central costs

During the year central costs* fell by £0.9 million, from £16.8
million to £15.9 million. The fall in costs is primarily due to
reduced consultancy and severance costs.



Operating reviews

Regionals division

The Regionals division has robust, market leading titles in many of
the UK’s most important metropolitan markets. Whilst the division
had undergone a period of change through the ‘from Biggest to
Best’ programme since 2001, 2003 represented a period of
significant change following the Chief Executive’s Review which
highlighted scope for further improvement. Key areas identified for
accelerating the performance of the division included:

improving circulation revenues by implementing a more
aggressive cover pricing strategy

improving advertising performance

cost reduction through delayering management structures
and regionalisation

accelerating the pace of change. The change programme
was moving too slowly on too many fronts.

Despite a difficult economic environment and uncertainty created
by the war in Iraq in the first quarter the division has made
significant progress in improving performance during 2003.

impact on the overall circulation of most regional newspaper
titles. This research enabled a more aggressive cover pricing
policy to be implemented in the second half of the year within
a framework of ‘little and often’. The benefits of this policy are
clearly evident in the improved circulation revenue performance
in the second half of the year.

Advertising represents the key revenue stream for the division

and improving performance remains a key objective of the

division. Revenue improving initiatives completed in the year

included:

e better segmentation of our markets to better understand
revenue trends and identify opportunities

e sharing of ‘best practice’ throughout our businesses

* vield optimisation and control systems

e improved performance monitoring through a more sophisticated
method of recording overall and new business call rates

e improved prospecting and contact management systems
using marketing databases to source business leads

Arresting circulation volume decline and increasing readership
levels remain a key challenge for the industry as busier lifestyles
and growing media choice affects consumers. However, the
inherent strength of our brands, coupled with a vigorous, on-
going product development programme, enabled the Group to
limit volume declines in line with our peer group whilst

a new and more efficient advertising booking system.

In short, our Advertisement function will be more efficient and more
effective than before and this will drive future revenue development.

During the second half of the year the management team of the

increasing circulation revenues in the second half.

A strong focus continues in this area to:

develop editorial to ensure we meet readers’ needs

have the product in the correct place at the right time by
focusing on the supply chain

develop home delivered sale through best practice direct
distribution methods

e optimise the return on our marketing investment

ensure we have appropriate point of sale methods as the
range and nature of the retail business changes

e add value through new or enhanced content

use this overall, publishing-led philosophy to implement
a more aggressive cover-pricing policy than in recent years.

Research into the impact of cover price increases on circulation
volumes confirmed that sensible cover price increases had little

division has been significantly scaled back and is now focused
on co-ordinating activity within the regions with regional
management taking more responsibility and having a greater
involvement in specific business development initiatives.

In addition to a more focused divisional and senior management
team through delayered management structures, the division
works closely with the Group functions to reduce duplication
and drive Groupwide performance improving initiatives.

A new Managing Director has been appointed to the business
in the South. We are currently reviewing all aspects of this
business with the objective of improving performance.

The division continued its regionalisation programme, which
delivered significant cost and operational benefits. The division,
excluding Ireland which was successfully disposed of on 15
January 2004, operates through 6 regions. These are Scotland,
North East, North West, Midlands, South Wales and South.

“The division has made
significant progress in

Improving performance
during 2003.”



Whilst improving performance of the core regional newspaper

titles and Digital Media, innovation remains a key component

of our revenue generating activity. A range of activity to

generate new revenue streams has been ongoing during the

year. Examples include:

¢ dentifying and rolling out new product ideas across the
business. These range from wedding supplements to career
related publications to business exhibitions

e an industry leading CV matching service which is now
offered to advertisers and a database of readers’ CVs which
had grown to over 30,000 across the division by the year
end

e a ground-breaking advertising deal with Unilever to promote
branded goods. This resulted from working with an industry
partner to offer unique coverage in the UK by packaging
our leading titles

¢ selling all of the Group’s online recruitment advertising via
AMRA to offer potential advertisers extended coverage
around the UK

¢ the development of an internal content sharing system,
initially focused on motors. All motors based content is
available to all titles and this has enabled us to
simultaneously cut costs, improve quality, better serve client
needs and launch new sections.

The drive to improve performance also moved the Metros
into profit for the first time and significantly reduced Digital
Media losses.

Investment also continues in our manufacturing capabilities.

A new full-colour press came on stream in Cardiff in mid-2003,
and new colour press facilities are on schedule to be delivered
in 2004 in Teesside and the Midlands.

As a result of actions taken during the year the division
achieved double-digit profit* growth and margin* improvement
despite a modest overall increase in revenues. The underlying
concepts of driving continuous improvement through
benchmarking, capturing benefits of scale, sharing best practice
and investing to sustain long-term growth are fully embedded
within the division. These concepts underpinned cost reduction
through standardised best practice working in editorial,
advertising and back office functions. In 2004, further benefits
will accrue from initiatives commenced in 2003, along with
further efficiency measures currently in planning stage.

Review of financial performance

The Regionals division achieved a robust performance during
2003, building on the achievements of ‘from Biggest to Best’
and the further significant improvements implemented following
the Chief Executive’s Review. Early in the year, as the effects of
the impending war in Iraq impacted revenues, it was apparent
that a recovery in advertising revenue was unlikely and the
difficult trading conditions experienced in 2002 and in particular
for the South were likely to continue into 2003. In view of the
difficult market conditions, profit improvement initiatives were
accelerated following the appointment of Sly Bailey as Chief
Executive in February, with further vigour and focus provided by
the performance improving ‘Stabilise Revitalise Grow’ strategy
announced in July 2003.

The turnover* and operating profit* of the Group’s Regionals
division, incorporating Metros and Digital Media, is as follows:

2003 2002 Change Margin Margin
like-for- like-for- like-for- like-for- like-for-
like like like like like
£m £m % 2003 2002
Turnover*
Regional newspaper titles 510.9 504.6 1.2%
Metros 10.5 9.1 15.4%
Digital media activities 3.8 0.7 442.9%
Regionals division 525.2 514.4 2.1%
Operating profit*
Regional newspaper titles 127.5 121.5 4.9% 25.0% 24.1%
Metros 0.2 (1.5 113.3% 1.9% (16.5)%
Digital media activities (3.8) (7.6) 50.0% n/a n/a
Regionals division 123.9 112.4 10.2% 23.6% 21.9%

*On a like for like, pre exceptional items basis as defined in footnotes (1) and (2) on page 14.
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2003 2002 Change Margin Margin

actual actual actual actual actual
£m £m % 2003 2002

Turnover
Regional newspaper titles 511.0 511.6 (0.1)%
Metros 10.5 9.1 15.4%
Digital media activities 3.8 0.7 442.9%
Regionals division 525.3 521.4 0.7%
Operating profit pre exceptional items
Regional newspaper titles 127.5 122.0 4.5% 25.0% 23.8%
Metros 0.2 (1.5) 113.3% 1.9% (16.5)%
Digital media activities 3.8 (7.6) 50.0% n/a n/a
Regionals division 123.9 112.9 9.7% 23.6% 21.7%

The turnover analysis of the Group’s Regionals division,
incorporating Metros and Digital Media, is as follows:

2003 2002 Change

actual actual actual

£m £m %

Advertising 404.0 398.2 1.5%
Circulation 81.5 82.0 (0.6)%
Other 39.8 41.2 (8.4)%
Total revenue 525.3 521.4 0.7%
2003 2002 Change

like-for- like-for- like-for-

like like like

£m £m %

Advertising 404.0 394.5 2.4%
Circulation 81.5 81.1 0.5%
Other 39.7 38.8 2.3%
Total revenue* 525.2 514.4 2.1%

*On a like for like, pre exceptional items basis as defined in footnotes (1) and (2) on page 14.

Operating profit* The Regionals division achieved operating
profit growth of 10.2% to £123.9 million with turnover increasing
by 2.1% to £525.2 million and operating margin increasing by
1.7% to 28.6%. The Regional newspaper titles achieved 4.9%
growth in operating profit despite continued difficult trading
conditions in London and the South East. A strong advertising
performance, coupled with tight cost control, enabled the
Group’s Metro titles to move into profit ahead of expectations
achieving an operating profit of £0.2 million (2002: £1.5 million
loss). Digital media activities benefited from increased revenues
together with further reductions to the cost base. Losses were
reduced by £3.8 million (50.0%) from £7.6 million to £3.8 million.
This continued the trend started in 2002 and we expect Digital
Media to achieve break even by the end of 2004.

Advertising revenue* for the Regionals division increased
by 2.4% from £394.5 million to £404.0 million. The improved
performance has been driven by advertising revenue growth
of 1.5% for the Regional newspaper titles excluding Metros,
15.6% growth for Metros and Digital advertising revenues

of £2.4 million (2002: £nil).

The division experienced improving advertising conditions in
the second half of 2003 with advertising revenues increasing
by 4.1% compared with growth of 0.6% for the first half.

London and the South East continue to prove difficult with
advertising revenue declining by 2.5% for the year. However,
an improving trend has emerged with London and the South
East achieving revenue growth of 1.0% in the fourth quarter
of the year which represents the first period of year-on-year
growth since the first quarter of 2001. Excluding London and
the South East, the Regional newspaper titles, excluding
Metros, achieved advertising revenue growth of 2.8% for

the year.



All regions, with the exception of London and the South East,
achieved year-on-year advertising growth. Excluding London

and the South East, all categories, with the exception of

Motors, achieved year-on-year growth with total display up

0.6%, Recruitment up 4.1%, Property up 8.4% and other

classified categories up 3.5%. Motors was down 2.8%.

Metros achieved strong advertising growth of £1.4m (15.6%)

driven primarily by a 14.1% increase in National Display.

The introduction of charges for the upload of recruitment

advertising to the web contributed to advertising revenue for

Digital Media activities of £2.4 million (2002: £nil). Further
improvements in revenues are expected during 2004.

Regionals division - advertising

Display 126.0
1 Local 85.0
2 National 41.0
Classified 278.0
121.6

47.4

38.7

70.3

1 Recruitment
2 Property

3 Motors

4 Other

Circulation revenue* for the Regional newspaper titles

increased by 0.5% from £81.1 million to £81.5m. An improved
performance in the second half saw revenues grow by 1.9%
compared to declines of 1.0% in the first half. The improvement
in the second half reflects a more aggressive approach to cover

prices increases.

During the year the division increased cover prices for 2 daily
morning titles, 7 evening titles, 30 weekly titles and 1 Sunday
title. The cover price increase ranged from 1p to 3p.

Regionals newspapers - weekly
circulation

Paid for ‘000
1 Morning daily 1,291
2 Evening daily 3,411
3 Sunday 231
\ 4 Weekly 1,060
p 3 Free
5 Daily 1,276
6 Weekly 5,640

Other revenue* for the Regionals division, which includes
leaflet distribution, external printing, telephone revenues,
sponsorship, reader offers and events, increased by £0.9 million
(2.3%) from £38.8 million to £39.7 million. The improvement
was driven substantially by a £0.7 million (100%) increase in
Digital Media other revenues.

Exceptional costs of £6.2 million (2002: £7.9 million) were
incurred for severance and other costs to achieve the cost
savings from the Chief Executive’s Review and the ongoing cost
reduction plans of ‘from Biggest to Best’. The Regionals division
delivered incremental cost savings of £8.2 million in the year,
which includes £2.6 million for Chief Executive initiatives.
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Nationals division

The Nationals division, incorporating the UK and Scottish
Nationals, has undergone significant changes in focus and
direction in 2003.

The Chief Executive’s Review highlighted the need for the
division to focus on strengthening its core publishing skills,
and develop a greater understanding of its customers, both
readers and advertisers.

Clarity of publishing strategy across the portfolio, coupled with
improvements to product content and quality, marketing,
availability through the supply chain and advertising sales were
each identified as key levers to an improved performance of
both the top and bottom line.

Following the review, the Nationals senior management team

has been substantially restructured with a number of key

management changes:

e the Editors of the three UK Nationals now report directly to
the Chief Executive

e Ellis Watson has been appointed General Manager of the
Nationals division, directly overseeing the commercial areas
of the business — circulation, advertising and marketing

e a new Director of Advertising has been appointed for UK
Nationals, reporting to the General Manager

* new editors appointed at the Daily Record and The People.

A Nationals portfolio strategy has now been developed, with
clear consumer propositions and market positions for each title,
reflected in content, tone, marketing and pricing.

The regular and disciplined use of consumer research has also
been introduced to inform publishing and editorial decisions
and refine and evolve reader appeal.

The combination of these changes and closer co-operation
between all operations in the UK and Scottish Nationals means
the division is better positioned to improve performance.

This, coupled with benefits driven by the Groupwide
transformation programme ‘Stabilise Revitalise Grow’, will
ensure the titles are actively managed as a portfolio, delivering
strong cash flows through a sustained focus on innovation and
effective cost management.

UK Nationals

During the year, the editorial proposition and strategic
development of the three UK Nationals has been substantially
refined.

The most significant changes were implemented on the Daily
Mirror, which had been pursuing a more serious news agenda and
a strategy to increase frequency of purchase through cover price
cuts. The price cutting strategy for the Daily Mirror ceased on

31 March 2003 and the full Monday to Friday cover price of 32p
was reinstated. In addition the editorial proposition of the title has
moved to a focus on ‘what matters’ to readers delivered through
seriously good popular journalism.

Numerous other changes have been made to improve
performance through better publishing of core products and
tighter management of the cost base:

e a substantial revamp of the Daily Mirror's Saturday package.
Both “The Look’, an improved newsprint product, and the
expensive glossy ‘M’ magazine have been discontinued
and replaced by glossy TV listings magazine ‘We Love Telly!’
and a new football-focused section ‘FC’. In addition to better
serving our readers these changes contributed to significant
cost savings

“A Nationals’ portfolio
strategy has now been
developed, with clear
consumer propositions
and market positions

for each title.”



in January 2004, the Daily Mirror replaced its Saturday racing
pullout “The Winner’ with a ‘Racing Post Extra’ pullout drawing
upon the best-in-class ‘Racing Post’ brand and expertise
the Scottish edition of the Daily Mirror increased its Monday
to Friday cover price to 30p on 29 December 2003, the third
cover price increase during 2003, with the Saturday price
increased by 5p to 40p. This reflects our portfolio
management strategy in Scotland.

In the Sunday market a lack of focused portfolio management
had resulted in the Sunday Mirror and The People competing
against each other for readers. During 2003, changes were
made to differentiate the titles to minimise competition between
them.

since the appointment of a new editor at The People in
March, the circulation of both the Sunday Mirror and The
People has remained at approximately 1.6m and 1.1m
respectively

in addition to 5p cover price increases made in 2003, cover
prices have been increased by 5p to 75p for The People
and by 10p to 80p for the Sunday Mirror in January 2004
these increases coincided with a new ‘Homes and Holidays’
supplement for the Sunday Mirror, and an improved glossy
supplement for The People, ‘Take it Easy’, both launched in
January 2004. With distinct editorial content, both

The paper has embarked on a period of change in terms of

design, content and tone of voice:

e ‘We love Telly!” content re-branded as ‘TV Record’ and
incorporated into the Daily Record Saturday package,
highlighting the benefit of closer co-operation between
businesses. Launched in September, TV Record’ provides
a more robust advertising platform

® aregionalised sports section ‘Sportsweek’ was launched in
August, in order to capitalise on the growing consumer
appetite for local sports coverage. The 16-page colour
supplement covers a wide array of local sports across four
geographic regions

¢ anew Entertainments section, ‘The Razz’ has been
launched with the objective of lowering the age profile of
the Daily Record. In parallel five new columnists have joined
the paper and a new Business section has been launched

¢ the implementation of the portfolio management strategy
also benefited the Daily Record, allowing it to piggyback
several of the Daily Mirror’s promotions in a more
creative way.

During the year, there has also been a detailed examination of
the economic contribution of each element of the publishing
mix. The conclusions led to the closure of the ‘Vital’ supplement
in the Daily Record, as well as the monthly entertainment and

supplements are designed to improve reader value
and advertiser appeal, as well as to minimise competition
between the titles through clear differentiation.

Scottish Nationals

Our Scottish titles operate in an extremely competitive market.
During the year an end to price cutting by the UK Nationals
coupled with an increased focus on Scottish editorial have
started to stabilise the performance of the Record, which had
been undoubtedly adversely affected by the lack of attention in
these areas.

A new Editor, Bruce Waddell, joined the Daily Record from the
Scottish Sun in September 2003. Making the title more
contemporary and in tune with a modern Scotland has been
his major editorial focus. Since his appointment the circulation
performance has shown signs of improvement.

sports magazines in the Sunday Mail.

Simultaneously, cost savings generated through cessation of
non-contributing supplements in the Sunday Mail were
reinvested in increasing the pagination of the Sunday Mail’s
‘Seven Days’ magazine.

As the Sunday Mail accelerates its differentiation from the rest
of the market, we are confident that the 10p increase in cover
price from January 2004, combined with further editorial
improvements and upweighted marketing support, will produce
significant circulation progress in 2004.

Review of financial performance

The turnover and operating profit of the Group’s Nationals
division is as follows:

2003 2002 Change Margin Margin
£m £m % 2003 2002

Turnover
— UK Nationals 386.2 384.3 0.5%
— Scottish Nationals 106.0 109.7 (8.4)%
Total 492.2 494.0 (0.4)%
Operating profit*
— UK Nationals 60.8 51.9 17.1% 15.7% 13.5%
— Scottish Nationals 25.0 25.7 (2.71% 23.6% 23.4%
Total 85.8 77.6 10.6% 17.4% 15.7%

*On a like for like, pre exceptional items basis as defined in footnotes (1) and (2) on page 14.
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Operating profit* The Nationals division achieved operating
profit growth of £8.2 million from £77.6 million to £85.8 million,
despite difficult advertising conditions which contributed to total
revenues falling by £1.8 million from £494.0 million to £492.2
million. Whilst the impact of difficult advertising conditions was
partially offset by the restoration to full cover price for the Daily
Mirror in England and Wales, a competitive market driven by
substantial promotional activity resulted in disappointing
circulation performance which reduced the impact of the
increased cover price.

Tight management of the cost base and a reduction in
newsprint prices contributed to the division improving operating
margins* by 1.7% from 15.7% to 17.4%. Operating margins*
for the UK Nationals improved by 2.2% to 15.7% and for the
Scottish Nationals by 0.2% to 23.6%.

Circulation revenue increased by 0.5% from £260.7 million
to £261.9 million. The increase is after price-cutting activity at

a cost of £8.0 million (2002: £23.5 million), including £6.9 million
(2002: £21.8 million) for the Daily Mirror. Whilst some of the
benefit of the increased revenue drove the operating profit of
the division, a substantial element has been redirected to
marketing spend, which was significantly reduced during the
price-cutting activity.

National newspapers - revenue by type

Total national newspapers

The UK Nationals circulation revenue increased by 0.9% to
£207.8 million (2002: £205.9 million). An increase in cover
prices for the Daily Mirror to 32p (same level as before the
price-cutting activity commenced) reduced the cost of cover
price activity to £6.9 million from £21.8 million in 2002. In
addition, as part of the proactive portfolio management agenda,
the cover price of the Monday to Friday Scottish Daily Mirror
was increased in 5p steps from 10p in April 2002 to its full
cover price of 30p on Monday 29 December 2003. This,
coupled with cover price increases for both Sunday titles, offset
the impact of circulation volume declines for all three titles.

The Daily Mirror circulation volume over the 12-month period fell
by 7.2% (3.4% fall in 2002). Excluding