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Reed Elsevier is aworld leading provider
of professional information solutions.

We leverage deep customer understanding to
deliver demonstrably improved outcomes to our
professional customers.

We do this by combining content and data with
analytics and technology in global platforms,
sharing institutional skills, assets and resources
across Reed Elsevier.
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Forward-looking statements

The Reed Elsevier Annual Reports and Financial Statements 2011 contain forward-looking statements within the meaning of Section 27A of
the US Securities Act of 1933, asamended, and Section 21E of the US Securities Exchange Act of 1934, asamended. These statementsare
subjecttoanumberof risks and uncertainties that could cause actual results or outcomes to differ materially from those currently being
anticipated. The terms “estimate”, “project”, “plan”, “intend”, “expect”, “should be”, “will be”, “believe” and similar expressions identify
forward-looking statements. Factors which may cause future outcomes to differ fromthose foreseenin forward-looking statements
include, butare not limited to competitive factors in the industries in which Reed Elsevier operates; demand for Reed Elsevier’s products
and services; exchange rate fluctuations; generaleconomic and business conditions; legislative, fiscal, taxand regulatory developments
and political risks; the availability of third party content and data; breaches of our data security systems and interruptionsin our information
technology systems; changesin law and legalinterpretations affecting Reed Elsevier’s intellectual property rights and other risks
referenced from time to time in the filings of Reed Elsevier with the US Securities and Exchange Commission.
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Chairman’s statement

We delivered a good increase in earnings per share. Our cash flow
generation has allowed us toinvestin our businesses, while
maintaining a strong balance sheetand we are recommending a
6% increaseinthe full year dividend. lam confident that ouractions
will continue to strengthen our long term growth prospects.

Underlying revenues, which exclude the effects of currency
translation and acquisitions and disposals, were up 2%, or 3%
excluding the cycling effect of biennial exhibitions, reflecting a
consistent performance from our subscription and online data
businesses. Ourreported revenues were down 1% at £6,002m
expressed in sterlingand down by 3% to €6,902m expressed in
euros, or flatin constant currencies.

Adjusted operating profits were up 5%at £1,626min sterling
andup 3% at€1,870min euros, or up 4% at constant currencies.
Adjusted earnings per share were up 8% for Reed Elsevier PLC
at46.7pand 6% higher for Reed Elsevier NVat€0.83, up 6% at
constant currencies. Reported earnings per share for Reed
Elsevier PLCwere up 19% at 32.4p and for Reed Elsevier NV

up 16% at €0.59.

Dividends

The Boards are recommending equalised final dividends of
15.90p for Reed Elsevier PLC and €0.326 for Reed Elsevier NV,

up respectively 6% and 8% against the prioryear. This brings the
total for the yearto 21.55p for Reed Elsevier PLC and €0.436 for
Reed Elsevier NV, both showing anincrease of 6%. The differing
growth rates of the interim and final dividends for the two parent
companies reflect movementsin the sterling-euro exchange rate
between dividend announcement dates.

Balance Sheet

We achieved strong cash generation in the year and paid out
approximately half of our free cash flow to shareholders as
dividends. The remaining free cash flow was used to fund
acquisitions made during the year, principally Accuity, CBI China
and Ascend, with year end net debt of $5.3 billion, compared to
$5.4billionin the prioryear.

Managementand Boards

Following the reshaping of managementin the business areas,
Erik Engstrom (Chief Executive Officer) has focused in the past 12
months on refreshing the central functions with the appointment
of Group General Counsel, dedicated heads of Investor Relations
and Corporate M&A and new heads of Group Strategy, Business
Analytics and Corporate Communications, as he continues to build
his team to take the business forward.

In October, we announced that Mark Armour, Chief Financial
Officer, has decided to retire from the Boards of Reed Elsevier
atthe end of 2012. The Nominations Committee has begun the
process of identifying his successorand has appointed an
executive search firm to review both internal and external
candidates. In the meantime Mark remains a key member of
the executive team.

In April, Adrian Hennah was appointed as a non-executive
member of our Boards following the approval by shareholders.
Adrian succeeded Lord Sharman, who stepped down at the Annual
General Meetings after nine years of valuable board service.

| am pleased to say that David Brennan will join our Boards as a
non-executive director with effect from 1 November 2012, subject
toshareholder approvalatthe Annual General Meetings in April.
Davidis currently Chief Executive Officer of AstraZeneca plc, a
global pharmaceutical company, which develops, manufactures
and markets prescription medicines and medical devices. Asa
truly international executive with deep knowledge both of medical
research and of the world’s healthcare markets, he will bring
highly relevant experience to our board discussions.

Morris Tabaksblat

Sadlyin October, our former Chairman, Morris Tabaksblat passed
away. Morris was Chairman of the Boards of Reed Elsevier from
1999-2005. He was much respected by all who knew and worked
with himand was a hugely influential figure in the successful
development of Reed Elsevier.

Corporate Responsibility

Our unique corporate social responsibility programmes are a
source of strength for Reed Elsevier. | fully supportall our efforts
to ensure we achieve the highest levels of corporate responsibility
and ethical management. Inthe year, we pledged to increase the
percentage of women on the Reed Elsevier Boards by 2015 and
will make every effort to do so.

Anthony Habgood
Chairman
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2 OVERVIEW
REED ELSEVIER

2011 highlights

Underlying revenue up 2% (3% excluding biennial exhibition cycling)

Underlying adjusted operating profit up 5%; up 4% at constant currencies

Adjusted EPS up 8% to 46.7p for Reed Elsevier PLC; up 6% to €0.83 for Reed Elsevier NV

Reported EPS up 19% to 32.4p for Reed Elsevier PLC; up 16% to €0.59 for Reed Elsevier NV

Fullyear dividend up 6% to 21.55p for Reed Elsevier PLC and €0.436 for Reed Elsevier NV

Net debt of £3.4bn; 2.3 times adjusted EBITDA (pensions and lease adjusted)

2040  21.55

T T
2010 201 2010 201

£m €m £m €m
Underlying Growth +2% Underlying Growth +5%
7,084 6,902 1,819 1,870
6,055 6,002 1,555 1,626
2010 201 2010 2011 2010 201 2010 2011
Adjusted EPS Dividend Adjusted EPS Dividend
pence pence € €
Growth +8% Growth +6% Growth +6% Growth +6%
434 48T o7g 083
0.412  0.436
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£ € Changeat
2011 2010 201 2010 constant Change
Fortheyearended31December £m £m Change €m €m Change  currencies  underlying
Revenue 6,002 6,055 -1% 6,902 7,084 -3% 0% +2%
Operating profit 1,205 1,090 +11% 1,386 1,275 +9% +8%
Profit before tax 948 768 +23% 1,090 898 +21% +20%
Net profit 760 642 +18% 874 751 +16% +15%
Net borrowings 3,433 3,455 4,119 4,043
£ € Changeat
201 2010 201 2010 constant Change
Fortheyearended31December £m £m Change €m €m Change  currencies  underlying
Operating profit 1,626 1,555 +5% 1,870 1,819 +3% +4% +5%
Operating margin 27.1% 25.7% +1.4%pts 27.1% 25.7% +1.4%pts
Profit before tax 1,391 1,279 +9% 1,600 1,496 +7% +7%
Net profit 1,060 983 +8% 1,219 1,150 +6% +6%
Operating cash flow 1,515 1,519 0% 1,742 1,777 -2% -1%
Operating cash flow conversion 93% 98% 93% 98%
Returnoninvested capital 11.2% 10.6% +0.6% pts 11.2% 10.6% +0.6% pts
Reed Elsevier PLC ReedElsevier NV Changeat
constant
201 2010 Change 2011 2010 Change  currencies
Adjusted earnings per share 46.7p 43.4p +8% €0.83 €0.78 +6% +6%
Reported earnings per share 32.4p 27.3p +19% €0.59 €0.51 +16%
Ordinarydividend per share 21.55p 20.40p +6% €0.436 €0.412 +6%

The Reed Elsevier combined businesses encompass the businesses of Reed Elsevier Group plc and Elsevier Reed Finance BV, together
with their two parent companies, Reed Elsevier PLC and Reed Elsevier NV (the “Reed Elsevier combined businesses”). The results of
Reed Elsevier PLC reflectits shareholders’ 52.9% economicinterestin the Reed Elsevier combined businesses. The results of Reed
Elsevier NVreflectits shareholders 50% economicinterestin the Reed Elsevier combined businesses. The respective economic
interests of the Reed Elsevier PLC and Reed Elsevier NV shareholders take account of Reed Elsevier PLC’s 5.8% indirect interest
inReed Elsevier NV.

Adjusted and underlying figures are additional performance measures used by managementand are reconciled to the reported figures
in note 10 to the combined financial statements and note 9 to the respective parent company financial statements. Underlying growth
rates are calculated at constant currencies, and exclude the results of allacquisitions and disposals made both in the year and prioryear
and assets held for sale. Constant currency growth rates are based on 2010 full year average and hedge exchange rates.
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4 OVERVIEW
CHIEF EXECUTIVE OFFICER'S REPORT

Chief Executive Officer’s report

\\
H-. \ L)

Erik Engstrom, Chief Executive Officer

2011 was ayear of good progress
both strategically and financially.
Our large subscription and data
businesses performed welland
uncertainty in the macro economic
environment in the latter part of
the year had only a limited impact
on some of our more cyclical
businesses.

FORMAT TRANSITION

Organicdevelopment remains at the core of our strategy, and

in 2011 we increased our investmentand accelerated new product
launches, focusing on the provision of information solutions that
demonstrably improve the economics of our professional and
business customers. The increasing profitability of our business
reflects a combination of our global operating approach,

aiming to keep cost growth below revenue growth, and

portfolio development.

We operateinan environment where global professional
employmentwill grow across industries, information sources
and datavolumes are multiplying, and the use of technology is
evolving. Ouraimis to be a business that sells improved
outcomes for our professional customers ininformation
intensive industries, both asindividuals and for the institutions
or businesses that they work for.

We want to deliver demonstrably improved outcomes to those
customers, helping them to make better decisions, achieve
betterresults,and be more productive.

We wantto do this with tools that leverage deep customer
understanding, combining high quality contentand data with
analytics and technology to build solutions that typically cost less
than 1% of our customers’ total cost base but can have a significant
positiveimpact on the remaining 99%.

We want to move towards this business type across all of Reed
Elsevier, building leading positions in long term global growth
markets, primarily through organicinvestment.

We will do this by leveraging our institutional skills, assets and
resources across the business to build solutions for our
customers and pursue cost efficiencies within our own business.

During the course of 2011, we have made significant progress
against our strategic priorities. We have continued to migrate the
business towards online solutions, with just over 20% of revenues
now stillin print, down from over 50% five years ago.

Our geographicfootprintis also evolving, with 17% of revenues
now generated outside North Americaand Europe, up from
12% five years ago.

We have actively developed the portfolioin the year with
expansion of online data services and the exit from small
businessesthatare nolongeraligned with our strategic
directioninallfive business areas.

GEOGRAPHICEVOLUTION

2006 2011
Electronic
37% Print
22%
Face to face
Print 15%
51% Electronic
Face to face 63%
12%

Percent of revenues outside North Americaand Europe

17%
12%

2006 2011
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Financialresults

Onanunderlying basis revenues grew 2% in 2011, but excluding
the negative impact of biennial event cycling in Reed Exhibitions,
underlying revenues grew 3%, compared to 1% in 2010, with
allfive business areasreturning to growth for the first time
since 2007.

Underlying adjusted operating profit grew 5% reflecting the
improved revenue growth in the businesses, a continued focus
on operational efficiency, and the disposal of lower margin
businesses.

Despite increasing organicinvestmentin our business and the
completion of anumber of acquisitions, we improved our return
oninvested capital by 60 basis pointsto 11.2% for the year.

We have alsotaken our netdebt to EBITDA ratio back down into
arange that we arevery comfortable with, ending the year at
2.3xonapensionand lease adjusted basis.

Business area priorities

In Elsevier, our priorities are toimprove research outcomes
and productivity for researchers and their managers through
expanded contentandintegrated analytics & technology
platforms, to drive remaining print to electronic migrationin
health sciences leveraging global platforms, and to relentlessly
pursue process innovation and efficiency through global
shared services.

We made good progress on these prioritiesin 2011, with our
author, editor and reviewer satisfaction and loyalty scores
reachingalltime highs, double digit growth in article submissions,
and continued growth in citation share. We also expanded our
global platforms for both science and health content. Science

& Technology reported underlying revenue growth of 4% in 2011,

with good growth in research and databases. In Health Sciences
revenues were flat, with double digit growth in electronic
revenuesacross all segments offset by declines in print book
sales toindividuals and pharma promotion.

In LexisNexis Risk Solutions, our priorities are to drive growth
ininsurance through an active new product pipeline thatimproves
carrier economics across their workflows and to leverage our
leading database and technology platform to expand into adjacent
risk markets and new geographies.

In 2011 we achieved good growth ininsurance data & analytics and
business services reflecting solid demand for our core products
andincreasing adoption of new products, and we have just brought
onour firstcommercial UK insurance customer. Screening
revenues slowed in the second half reflecting US hiring trends,
and federal government markets remained under pressure.
Underlying revenues were up 4% and adjusted operating profits
up 12% reflecting cost savings, notably in technology, and from the
successful completion of the ChoicePointintegration.

In LexisNexis Legal & Professional our priorities are to
progressively introduce the next generation legal products,
to leverage the new platform globally in order to drive print
toelectronic migrationand long terminternational growth,
and to upgrade our operationalinfrastructure and gradually
rebuild margins.

In 2011 we launched the second release of Lexis Advance in the
US and expanded ourinternational solutions. Revenues returned
toslightunderlying growth in both the US and internationally,
with growth inresearch and litigation tools and in practice
management, and moderating declinesin news & business

to corporate customersandin electronic listings. Margins were
broadly flat, as expected.

+6%

0,
+4% +3%

+1%

-5%
2007 2008 2009 2010 201

+1 U% +9%
+5%

-1%

-9%
2007 2008 2009 2010 201
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6 OVERVIEW
CHIEF EXECUTIVE OFFICER'S REPORT

At Reed Exhibitions our priorities are to drive organic growth by
leveraging global sector groups and technology platforms and
to prioritise faster growing geographies and sectors through
launches and smallacquisitions.

In2011 we rolled out our Nova web platform to the vast majority
of our shows. During the year we launched 43 new shows, and
completed a number of smallacquisitions. Underlying revenue
growthwas 10% excluding biennial cycling, with good growth
across all geographiesin 2011. The net cycling out of biennial
shows held back overall growthin 2011 with underlying revenues
and adjusted operating profits flatand up 2% respectively.

In Reed Business Information our priorities are to drive expansion
in global data services organically and through acquisition, to
reshape the portfolio through organic transformation and
selective disposals, and to continue to realign the cost base.

In 2011 we built out data services organically and acquired Accuity
and CBI China, we transformed one of our leading brands with the
combination of Flight with Ascend, and we divested a number of
magazines and service operations. We returned to underlying
revenue growth of 1% for the year, and adjusted operating profits
were up 15%, with the majority of the marginincrease reflecting
organic development, supported by our exits from low margin
businesses.

The business and financial reviews, set outin pages 7 to 28
describe in more detail our markets, businesses and the
performance and outlook by business.

Corporate responsibility

We continue to prioritise and make progress against our corporate
responsibility objectives, beginning with the unique contributions
we make as a business, including sustainable access to
information. We are also focused on good management of the
materialissues affecting all companiesin areasranging from
governance and community to supply chain and the environment.

Outlook

The macro economic outlook remains uncertain, but by delivering
highly valued products and services to our professional
customers, and a relentless focus on process efficiency, we
expecttodeliveranotheryearof underlying revenue and profit
growthin 2012.

I am confident that we have both the managementteam and
institutional skills to address the opportunities that our
professional end markets offer us and to face the challenges that
today’s macro economic environment present. We have extensive
insightinto our customers’ needs and are focused on delivering
the contentand solutions that create value for themand
significantly improve their outcomes and economics. Our
employees show unrivalled commitment to achieving these
goalsand | would like to thank them for their continued
enthusiasm and dedication to our customers and to creating
increasing value for Reed Elsevier and our shareholders.

Erik Engstrom
Chief Executive Officer

% 12.1%
11.8% ° 104%  10.46% M.2%

2007 2008 2009 2010 201

3.3x
2.9x

2.5x

2.2x 2.3x

2007 2008 2009 2010 201

Pensionand lease adjusted; calculated in US dollars; 2007 pro forma
forspecial distribution; 2008 pro forma for ChoicePoint acquisition
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8 BUSINESS REVIEW
REED ELSEVIER

Reed Elsevier

Reed Elsevier is aworld leading provider of professional information
solutions. We leverage deep customer understanding to deliver
demonstrably improved outcomes to our professional customers.

We do this by combining content and data with analytics and technology
in global platforms, sharing institutional skills, assets and resources
across Reed Elsevier.

We aim to build leading positions in long term global growth markets.

Our customer facing activities are grouped into five business areas:

Elsevier’s scientific and medical information
and tools help its customers improve outcomes
in science and health.

LexisNexis Risk Solutions provides data and
analytics that enable its customers to evaluate
and manage risks associated with transactions
and improve performance.

é” LexisNexis* ‘ Risk Solutions ‘

LexisNexis Legal & Professional provides legal,
tax, regulatory and news & business information
and analysis to legal, corporate, government,
accounting and academic markets.

ém LexisNexis- ‘ Legal & Professional ‘

Reed Exhibitions is the world's largest events
business, with over 475 events in 34 countries.

Q Reed Exhibitions

Reed Business Information is a provider of data
Q Reed Business Information services, business information and marketing
solutions to business professionals.
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FINANCIAL SUMMARY

201 2010 Change at constant Change
£m £m Change currencies underlying
Revenue
Elsevier 2,058 2,026 +2% +1% +2%
LexisNexis Risk Solutions 908 927 -2% +1% +4%
LexisNexis Legal & Professional 1,634 1,691 -3% -2% +1%
Reed Exhibitions 707 693 +2% +1% 0%
Reed Business Information 695 718 -3% 4% +1% g
6,002 6,055 -1% 0% +2% 3
Adjusted operating profit ‘f
Elsevier 768 724 +6% +3% +4% %
LexisNexis Risk Solutions 362 354 +2% +6% +12% 3
LexisNexis Legal & Professional 229 238 -4% 4% -2%
Reed Exhibitions 167 158 +6% +4% +2%
Reed Business Information 110 89 +23% +22% +15%
Unallocated items (10) (8)
1,626 1,555 +5% +4% +5%

Adjusted operating profitis presented as an additional performance measure used by managementand is stated before amortisation and impairment of acquired intangible
assetsand goodwill, exceptionalrestructuring (nonein 2011) and acquisition related costs, disposal gains and losses and other non operating items, related tax effects and
movementsin deferred taxation assets and liabilities that are not expected to crystallise inthe near term andinclude the benefit of taxamortisation where available on

l
acquired goodwilland intangibles assets. Adjusted operating profitis also grossed up to exclude the equity share of taxes in joint ventures. Reconciliations between the g'
reported and adjusted figuresare providedin note 10to the combined financial statements. Underlying growth rates are calculated at constant currencies and exclude the 3
results of allacquisitions and disposals made both inthe year and prioryearand assets held for sale. Constant currency growth rates are based on 2010 full year exchange o
and hedge exchange rates. a3
<
3
=
REVENUE ADJUSTED OPERATING PROFIT
£6,002m £1,626m
12% 7%
[0 Elsevier % Elsevier Q@
B LexisNexis Risk B LexisNexis Risk ]
12% 34% Solutions Solutions 3
=)
I LexisNexis Legal & B LexisNexis Legal & o
Professional 14% 4L7% Professional
B Reed Exhibitions B Reed Exhibitions
B Reed Business I Reed Business
Information Information
22%
REVENUE BY FORMAT REVENUE BY GEOGRAPHIC MARKET
£6,002m £6,002m
229 B Electronic B North America
Face to face B UK
Print B Netherlands
[ RestofE
3% . o est of Europe
18% ® Rest of World

15%
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1 0 BUSINESS REVIEW
ELSEVIER

Elsevieristheworld’s leading provider of scientificand medical
information and serves scientists, health professionals and
students worldwide. Its objectiveis to helpits customers
advance science and improve healthcare by providing world
classinformation and innovative solutions that enable
customers to make critical decisions, enhance productivity

and improve outcomes.

Totalrevenues fortheyearended 31 December 2011 were
£2,058m. Elsevieris aglobal business with principal operations
in Amsterdam, Beijing, Boston, Chennai, Delhi, London, Madrid,
Milan, Munich, New York, Oxford, Paris, Philadelphia, Rio de
Janeiro, St. Louis, San Diego, Singapore and Tokyo. Elsevier
has 6,900 employees.

Elsevieris organised around two market-facing businesses:
Science & Technology, which serves the scientificand technology
communities, and Health Sciences, which serves the health
community. Both of these businesses are supported by a global
shared services organisation which provides integrated editorial
systems and production services, product platforms, distribution,
and other support functions.

Science & Technology is the world's leading scientific information
provider. Itdelivers awide array of information and workflow
tools that help researchers generate valuable insightsinthe
advancement of scientific discovery and improve the productivity
of research. Its customers are scientists, academic institutions,
research leaders and administrators, corporations and
governmentswhich rely on Elsevier to: provide high quality

The SciVerse platform combines content from
Elsevier products withanewdiscovery hub
and community developed applications

O

Science Directistheworld’s largest database
of scientificand medicalresearcharticles

content; review, publish, disseminate and preserve research
findings; and create innovative tools to help focus research
strategies and improve their effectiveness.

Elsevier publishes over 240,000 new science & technology
researcharticles eachyearthrough some 1,250 journals,

many of which are the foremost publicationsin their fieldand a
primary point of reference for new research. The vast majority
of customersreceive these journals through ScienceDirect,
theworld’s largest database of scientificand medical research,
providing access to over 10 million scientificand medical journal
articles, used by over 7million researchers eachyear.

Elsevieralso publishes over 700 new English language science
&technology book titles annually, supporting bibliographic data,
indexes and abstracts, and review and reference works. 15,000
online books are available on ScienceDirect, with over 1,000 online
books added eachyear.

Other major productsinclude Scopus and Reaxys. Scopus is the
largest abstractand citation database of research literature in the
world, with abstracts and bibliographic information on more than
45 million scientific research articles from 19,000 peer reviewed
journalsand 5,000 international publishers. Scopus also has data
on more than 24 million patents. Reaxys is a leading solution for
synthetic chemists thatintegrates chemical reactionand
compound data searching with synthesis planning.

InDecember 2011, Elsevier acquired Ariadne Genomics a provider
of pathway analysis tools and semantic technologies for life
science researcherswhich willcomplement Elsevier’s efforts
toserve the needs of researchersin the pharma biotech sector.

Amajorchallenge facingresearchers and institutionsis the ever
growing amount of research and related information with limited
time to identify and analyse whatis most relevant. To address this
challenge, Elsevier has been developing a suite of new products
that significantly improve the speed at which researchersare able
to find the most relevantinformation and analyse this information
using the mostinnovative applications. SciVerse Hub provides a

THE LANCET

Oneoftheworld’s leading medicaljournals
since 1823

@volve

Scopusistheworld’s largest scientific
abstractand citation database

Y-

SciValprovidesresearch performance
tools foracademicinstitutions and
fundingintelligence

'reaxys®

Leadingweb-based chemicalreaction
workflow solution forindustrial chemists

Cell

Premier life sciences journal with the
highestimpact factorin biochemistry
and molecular biology

learning system
Integrated, online resources that complement
Elsevier's nursing textbook content

MEDal

an Ejsevier Company

Clinicaldecision supporttooltoidentifyareas
forimprovementin medical practice
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single searchinterface foraccessing ScienceDirect, Scopus and
scientific web content. In addition, SciVerse Application Marketplace
& Developer Network enables researchers and third party
developersto build customised applications on top of Elsevier’s
information and other data and analytics enhancing the utility of
the underlying content.

Following a successful collaboration since 2007, Elsevier acquired
QUOSA in January 2012. QUOSA's technological capabilities will
raise the efficiency of the search and discovery process and will
alsoallowresearchersto manage information more efficiently.

Elsevieris continuing to develop the SciVal suite of products

that help academic and governmentinstitutions evaluate their
research performance, determine research strategies and
increase institutional efficiencies. Leveraging bibliometric data,
such as citations from Scopus, SciVal Spotlight helps institutions
and governments to identify their distinctive research strengths,
evaluate performance and increase the focus of their R&D
investments. SciVal Funding assists researchers and institutions
inidentifying grantsthatare most relevantintheirresearch areas.
SciVal Experts enables researchers to establish a directory of
expertsintheirarea of interest, while SciVal Strata facilitates
performance benchmarking by research teams.

Health Sciencesis aworld leading medical information provider.
Throughits medical journals, books, major reference works,
databasesand online information tools, Elsevier provides critical
information and analysis on whichits customersrely to base
their decisions, toimprove medical outcomes and enhance the
efficiency of healthcare. Health Sciences serves medical
researchers, doctors, nurses, allied health professionals

and students, aswell as hospitals, researchinstitutions,
healthinsurers, managed healthcare organisations and
pharmaceutical companies.

Elsevier publishes over 700 health sciences journals, including
on behalf of learned societies, and, in 2011, 1,500 new health
sciences book titles and clinical reference works were published
bothin printand through ScienceDirect and other electronic
platforms such as MD Consult. MD Consultis a leading online
clinicalinformation service with more than 2,400 institutional
customers. Flagship titles include market leading medical
journals such as The Lancet, and major medical reference works

11

such as Gray’s Anatomy, Nelson’s Pediatrics and Netter's Atlas of
Human Anatomy. In addition to its local language publishingin
many countries across the world, Health Sciences leveragesiits
contentand solutions into new markets through local language
versioning. In November 2011, ClinicalKey was launched in beta
allowing physicians to access the leading reference and
evidence-based medicine in asingle, fully-integrated site built
toaccommodate their clinical information workflows.

Elsevierisaleaderin medical educationand trainingresources,
particularly to the nursing and allied health professions. From
printand electronic books to virtual clinical patient care, Health
Sciences supports students, teaching faculties and healthcare
organisationsin educationand practice. Astrong focusis on the
further development of innovative electronic services: the Evolve
portal providesarich resource to support faculty and students
and now has 3 million registered users; Evolve Reach (Health
Education Systems Inc.) provides online review and testing tools
for nursing and the allied health professions; Evolve Teach
provides online resources and solutions to support faculty.

Agrowing area of focusis clinical decision support, providing
onlineinformation and analytics to deliver patient-specific
solutions at the point of care toimprove patient outcomes. Gold
Standard provides criticalinformation on druginteractions to
assist effective treatment; CPM Resource Center provides a data
driven framework to support nursesin undertaking procedures;
Nursing Consult provides nursing care guidelines intraumaand
disease management; MEDai uses patient data and analytics to
helpidentify areas forimprovementin clinical practice within
hospitals and lower costs for the payers of healthcare through
preventative interventions. In February 2011, Elsevier entered the
emerging clinical decision support marketin Chinathrough the
acquisition of Datong, a leading online provider of drug information
that helps Chinese hospitals to improve quality of care through
betterdrugusage.

Elsevieralso provides servicesto the pharmaceuticalindustry
through advertising and sponsored communications to the
specialist community it serves.In 2011, Elsevier continued the
restructuring of this business focusing more on the services
which leverage Health Sciences’ core information and
distribution platform.

£2,058m

Print/Other
37%

Electronic
63%

£2,058m

Rest of World

North America

Europe
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The science and medicalinformation markets have good long
term demand growth characteristics. The importance of research
and development to economic performance and competitive
positioning is well understood by governments, academic
institutions and corporations. This is reflected in the long term
growthin R&D spend and inthe number of researchers
worldwide, leading to greater research output and publishing.
Additionally, there is growing demand for tools that allow research
to bettertargetandimprove the spend and efficiency of the
research process.

In health, market growthis also supported by demographic
trends, with ageing populations that require more healthcare,
rising prosperity in developing economies with increasing
expectations of better healthcare provision, and the increasing
focus onimproving medical outcomes and efficiency.

Given thatasignificant proportion of scientific research and
healthcareis fundeddirectly orindirectly by governments, spending
isinfluenced by governmental budgetary considerations. The
commitment to research and health provision does, however,
remain high, even in more difficult budgetary environments.

Elsevier's strategic goalis to make valued contributions to the
communitiesitservesinadvancing science, improving medical
outcomes and enhancing productivity. To achieve this, Elsevieris
focused on: building world-class content; deepening its customer
engagement to identify how better to help them achieve their
desired outcomes more efficiently and effectively; delivering
toolswhich link, analyse and illuminate content and data to help
customers make critical decisions and improve their productivity;
increasing itsinvestmentin high-growth markets and disciplines;
and continuously improving organisational efficiency.

InScience & Technology, priorities are to continually enhance
the quality and relevance of research and reference content
and expand data sets, while adding greater functionality and
utility to SciVerse, ScienceDirect, Scopus and new tools to assist

researcher productivity. The SciValsuite of performance and
planning tools will continue to be expanded to help academicand
governmentinstitutions target their research spend and improve
research efficiency and economic outcomes.

InHealth Sciences, priorities are to continue to enhance the
quality and relevance of its content and actively manage the
ongoing format shift from print to electronic information
consumption by developing improved electronic solutions that
add morevalue toits usersand customers. Additionally, Health
Sciences continues to build out clinical decision support services
to meet customer demand for tools that deliver better medical
outcomes and lowers costs for payers, physicians and hospitals.
Elsevierisalsofocused onincreasing growthin emerging
markets through expansion of local publishing and versioning

of contentand electronic services.

Science and medical researchis principally disseminated on a
paid subscription basis to the research facilities of academic
institutions, governmentand corporations, and, in the case of
medicaland healthcare journals, also to individual practitioners
and medical society members. Advertising and promotional
revenues are derived from pharmaceutical and other companies.

Electronic products, such as ScienceDirect, Scopus and MD Consult,
are generally sold direct to customers through a dedicated sales
force that has offices around the world. Subscription agents
facilitate the sales and administrative process for print journals.
Books are sold through traditionaland online book stores,
wholesalersand, particularlyin medical and healthcare markets,
directlytoendusers.

Competition within science and medical publishing is generally on
atitle by title and product by product basis. Competing journals,
books and databases are typically published by learned societies
and other professional publishers. Workflow tools face similar
competition as well as from software companies and internal
solutions developed by customers.

0.96 1.00 1.02 1.06

2007 2008 2009 2010 201

Improvementin relative journal quality of Elsevier's journal portfolio
through attracting the highest quality research.

Relative impactfactoristhe average citationimpact of Elsevierjournal content
compared to other publishers (industry average = 1). Based on citation data from
Thomson Reuters.

37% 40%

32%

2u%  27%

2007 2008 2009 2010 201

Growing demand for online information and analytics driven by increasing
focus onimproving medical outcomes and efficiency.
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2011 2010 Change at constant Change
£m £m Change currencies underlying

Revenue
Science & Technology 1,076 1,015 +6% +4% +4%
Health Sciences 982 1,011 -3% -2% 0%
. o h 2,058 S ‘2‘,026 """ 2% +1% +2%
Adjusted operating profit o768 246 “©% +3% +4%

Increasing global scientificand medical research activity
supported good growthinresearch information and online
tools. Health Sciences saw continued pressure on print book
salestoindividuals and European pharma promotion, but
achieved good growthin global medical research and clinical
decision support.

Underlying revenues and adjusted operating profits were up 2%
and 4% respectively.

Science & Technology generated underlying revenue growth

of 4%. Global research activity has continued to grow broadly

in line with long term historical trends, and Elsevier generated
good growth in the volume of articles submitted and published
intheyear, and improved the quality of articles relative to other
publishers as measured by citation share. As academic research
becomes increasingly interdisciplinaryand collaborative across
geographies, Elsevieris providing information and analytical tools
that helpacademicinstitutions to achieve better research outcomes.
Sales of databases and tools grew strongly.

Health Sciences underlying revenues were flat. Our global
medical research business benefited from similar drivers to those
inthe Science & Technology research business, and online clinical
decision supportachieved double digit growth as healthcare
customers look to achieve improved medical outcomes and
increased efficiency. Across Health Sciences, online solutions and

electronic products grew welland now account for nearly 40% of
revenues. European pharma promotion declines have continued,
and printbook sales to individuals came underincreasing
pressure, reflecting the format shift to online, and lower
enrolmentin US nursing and health profession career schools.
Our businessin emerging markets, most notably India, China and
in Latin America performed well.

Underlying cost growth was 1%, reflecting ongoing emphasis on
process efficiencies and procurement savings offsetting business
growth and spending on new product developmentand sales &
marketing initiatives.

Outlook

The customer budgetary environment remains broadly similar
tothat seen lastyearwith variations by both geography and
customer. Inresearch, we expectvolume growth to continue,

and the subscription renewal process for 2012 is well progressed.
In health, we expect the transition from print to electronic to
continue, with strong demand for electronic solutions offset by
printdeclines. Overall, modest underlying revenue growth is
expectedin 2012 for Elsevier.

£m

1985 2,026 2,058

1507 1,700

2007 2008 2009 2010 201

£m

693 724 768
568
477

2007 2008 2009 2010 201
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Risk Solutions

@ LexisNexis

LexisNexis Risk Solutions
provides data and analytics that
enable its customers to evaluate
and manage risks associated
with transactions and improve
performance.

Risk Solutionsis aleading provider of solutions that combine
proprietary, public and third-party information, analytics and
advanced technology. These solutions assist customersin
evaluating, predictingand managing risk and improving
operational effectiveness, predominantly in the US.

Totalrevenues for the year ended 31 December 2011 were £908m.
LexisNexis Risk Solutions is headquartered in Alpharetta, Georgia
and has principal operations in Georgia, Florida, and Ohio, and has
4,000 employees.

LexisNexis Risk Solutions is organised around market facing
industry/sector groups: insurance, government, screening, and
business services (including the receivables management,
financial services and corporate groups), of which insurance

LexisNexis®

C.LUEZ® Data Prefill

Most comprehensive US personalinsurance
claims database

apolicy

Accurint® for Collections

The leading online US solution to help locate
debtors quicklyand accurately

Tooltoautomate insurance application
process providing criticalinformation
insurers need to quote and underwrite

Accurint® LE Plus

Integrated suite of tools for US law
enforcementinvestigators

isthe most significant. These groups are supported by a

shared infrastructure providing technology operations, data
management, and other support functions including compliance
and marketing. Anumber of transactional support activities,
including some financial processes, are provided from a shared
services organisation managed by the LexisNexis Legal &
Professional business. The Legal & Professional business also
distributes Risk Solutions productsinto legal markets in the

US and internationally.

Insurance Solutions provides the most comprehensive
combination of data and analytics to property and casualty (P&C)
personaland commercialinsurance carriersinthe UStoimprove
critical aspects of their business, from customer acquisition and
underwriting to policy servicing and claims handling. Information
solutions, including the US’s most comprehensive personal loss
history database C.L.U.E., helpinsurers assessrisks and provide
importantinputs tounderwriting policy. Recently introduced
productsinclude Data Prefill, which provides accurate
information directly into the insurance workflow on customers,
potential customers and their auto ownership, and Current Carrier,
which identifies current or previousinsurance aswellas any
lapsesin coverage.

Business Services provides financial institutions with risk
management, identity verification, fraud detection, credit risk
management, and compliance solutions. These include “know
your customer” and anti-money laundering products. The
business provides risk and identity management solutions for
corporate customers in retail, telecommunications and utilities
sectors. Receivables management solutions help debt recovery
professionalsin the segmentation, management and collection of
consumerand business debt. The Risk Solutions business also
provides identity verification and risk related information to the
legalindustry.

LexisNexis® Anti-Money
Laundering Solutions

Contentand information for anti-money
laundering compliance, risk mitigation
and enhanced due diligence

LexisNexis®
|dentity Management

Range of solutions to help clients verify that
anidentity exists and authenticate individuals
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Government Solutions provides investigative solutions to US
federal, state and local law enforcement and government
agenciesto help solve criminaland intelligence casesand to
identify fraud, waste and abuse in government programmes.

Screening Solutions focuses on employment-related, resident
andvolunteer screening, with the largest segment being
pre-employment screening services offered acrossanumber
of industriesincluding retail, recruitment, banking, and
professional services.

During 2011, Risk Solutions sharpened its focus on its data and
analytics activities with the sale of the insurance software
business, while Reed Elsevier’s acquisition of Accuity
complements and enhances Risk Solutions’ offeringsin
anti-money laundering. There has also been a continued focus
ondeveloping a pipeline of new solutions for selected adjacent
markets, sectors and geographies.

The identity verification and risk evaluation solutions provided by
Risk Solutions utilise a comprehensive database of public records
and proprietaryinformation, whichis the largest database of its

REVENUE BY FORMAT

15

kind inthe US market today. LexisNexis Accurintis the flagship risk
assessment product, powered by the High Performance Cluster
Computing (HPCC] technology. This technology enables Risk
Solutions to provide its customers with highly relevant search
results swiftly and to create new, low-cost solutions quickly and
efficiently. In 2011, Risk Solutions launched an open-source
initiative called HPCC Systems to broaden usage, tap the
innovation of the development community and to more fully
compete in the “big data” market. Response to date has beenvery
positive, with press articles, website traffic, speaking invitations,
and source code downloads all significantly ahead of expectations.

Market opportunities

Risk Solutions operates in markets with strong long term
underlying growth drivers:insurance underwriting transactions;
insurance, healthcare and entitlement fraud; credit defaults

and financial fraud; regulatory compliance and due diligence
requirements surrounding customer enrolmentand employment;
and security considerations.

REVENUEBY SEGMENT*

£908m

Print/Other 4%

Electronic
96%

£908m

Government

Screening

Insurance
Solutions

Business
Services

*100% revenue in North America.
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1 6 BUSINESS REVIEW
LEXISNEXIS RISKSOLUTIONS

Intheinsurance segment, growthis supported by increasing
transactional activity in the auto and propertyinsurance markets
and the increasing adoption by insurance carriers of more
sophisticated dataand analyticsin the prospecting, underwriting
and claims evaluation processes, to determine appropriate risk
pricing, increase competitiveness and improve operating cost
efficiency. Transactional activity isdriven by insurance quoting
and switching as consumers seek better policy terms, stimulated
byincreasing competition betweeninsurance companies, high
levels of carrier advertising, and rising levels of internet quoting
and policy binding.

Inscreening, demand is driven mainly by employer hiring activity
and, inreceivables management, by levels of consumer debtand
the prospects of recovering those debts. Both of these markets

are linked to employment conditions in the US. Anumber of factors

support growth for risk solutionsin the financial services market,
including new credit originations, continued high fraud losses,
stringentregulatory compliance requirements, and increasing
anti-money laundering fines. In corporate markets, demandis
supported by growth in online retail sales and continued high
levels of credit card fraud. Growth in government markets is
driven by the increasing use of data and analytics to combat
criminalactivityand fraud, and to address security issues.

The leveland timing of demand in this marketis influenced by
government funding considerations.

GROWTHINIDENTITY VERIFICATION TRANSACTIONS

Strategicpriorities

Risk Solutions’ strategic goalis to make businesses and
government more effective, through a better understanding
of the risks associated with individuals, other businesses and
transactions and by providing the tools to help manage those
risks. Toachieve this, Risk Solutions is focused on: expanding
the range of products across customer workflows; leveraging
ouradvanced technology capabilities; delivering innovative
new products and expanding the range of risk management
solutions across adjacent markets; and addressing international
opportunitiesin selected markets to meet local risk
management needs.

Business model, distribution channels and competition
Risk Solutions’ products are predominantly soldona
transactional basis directly toinsurance carriers and
corporations, and primarily on a subscription basis to
government entities.

Risk Solutions and Verisk sell data and analytics solutions to
insurance carriers but largely address different activities. Risk
Solutions’ principal competitorsin commercial and government
sectorsinclude Thomson Reuters and major credit bureaus.
Major competitorsin pre-employment screening are Altegrity
and First Advantage.

GROWTHININSURANCE CLAIMS TRANSACTIONS

+30%

2010 201

Growthinidentity verificationtransactions driven by customersacross
our markets looking to verify individuals and businesses to comply with
regulationsand preventidentity theftand fraud.

+17%

2010 2011

Increasing penetration of the insurance carrier workflow with uptake of
productstoinvestigate claims, adjudicate them quickly and identify fraud
and subrogation opportunities.
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201 2010 Change at constant Change

£m £m Change currencies underlying

Revenue 908 927 -2% +1% +4%
Adjusted operating profit 362 354 +2% +6% +12%

LexisNexis Risk Solutions and LexisNexis Legal & Professional, previously combined as one LexisNexis business, have operated as two distinct businesses from 1 January

2011. Comparative profit figures and growth rates are presented on a pro formabasis.

2011 financial performance

Continued good growthininsurance data & analyticsand
business services reflects solid demand for our core products
and the successful extension of the range of services that we
provide.Screening revenues slowed in the second half reflecting
hiring trends, and US federal government markets remained
under pressure.

Underlying revenues and adjusted operating profits were up 4%
and 12% respectively.

Theinsurance data & analytics business generated revenue
growth of 7%, driven by the increasing adoption of solutions across
the insurance workflow from marketing through to claims handling
thatimprove underwriting economics and operational efficiency.
In November, LexisNexis Risk Solutions completed the sale of its
infrastructure software business, focusing the insurance
business on highvalue dataand analytics.

Business services achieved growth of 4%, reflecting good growth
in creditscoring and anti-money laundering for the financial
servicesindustryand e-commerce for corporate markets,
moderated by the effect of a softeningin the US real estate market
onthe mortgage-related business.

Screening solutions grew 3%, with growth slowing over the
course of the year as operationalimprovementsin sales force
effectiveness andincreased penetration of the mid-size corporate
market were offset by a US hiring environment that weakened as
theyear progressed. Government solutions revenues declined as
the wind down of some lower margin one-off federal sales were
only partly offset by growth in state and local revenues, driven by
increased focus on fraud, waste and abuse.

Underlying costs declined 1% despite the business growth

and new productinvestment, reflecting cost savings, notably
intechnology, and from the successful ChoicePointintegration.
The adjusted operating marginincreased by 1.7 percentage
points to 39.9%.

Outlook

In2012, we expect good growth ininsurance dataand analytics

to continue, driven by sustained demand for core underwriting
products and growth from new products. We expect business
services to continue to perform well, supported by new product
growthin financial services and corporate markets. The screening
solutions outlook is more uncertain given the US employment
environment, and in government solutions, while federal budgets
remain under pressure, growth is expected from state and

local government.

REVENUE ADJUSTED OPERATING PROFIT
£m £m
865 927 908 354 362
378
2008 2009 2010 201 2010* 2011

*Onaproformabasis
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1 8 BUSINESS REVIEW
LEXISNEXIS LEGAL & PROFESSIONAL

@ LexisNexis

LexisNexis Legal & Professional
provides legal, tax, regulatory and
news & business information and
analysis to legal, corporate,
government, accounting and
academic markets.

LexisNexis Legal & Professionalis aworld leading provider of
contentand information solutions for legal and other corporate
markets. Serving customersin more than 100 countries,
LexisNexis Legal & Professional provides resources and
services thatinformdecisions, increase productivity and drive
new business.

Totalrevenues forthe yearended 31 December 2011 were
£1,634m. LexisNexis Legal & Professionalis headquartered

in New York and has principal operationsin Ohioand New Jersey
inthe United States, in London and Parisin Europe, Canada, and
in several other countriesin Africaand Asia Pacific. It has 10,300
employeesworldwide.

LexisNexis Legal & Professionalis organised through market
facing businesses, the most significant of which are Research
& Litigation Solutions and Business Solutions inthe USand
LexisNexis Europe, Africa & Australasia and LexisNexis Asia
outside the US. These are supported by global shared services
organisations providing platform and product development,
operationaland distribution services, and other support
functions.

Legal & Professional

LexisNexisis aleading provider of legaland business information
and analysis to law firms, corporations and government
throughout the US. Electronicinformation solutions and
innovative workflow tools, developed through close collaboration
with customers, help law firms and other legaland business
professionals make betterinformed decisionsin the practice of
law and in managing their businesses.

In Research & Litigation Solutions, the flagship products for legal
research are Lexis.com and Lexis Advance, which provide federal
and state statutes and case law, together with analysis and expert
commentaries from sources such as Matthew Bender and Michie
and the leading citation service Shepard’s, which advises on the
continuing relevance of case law precedents. Through its suite

of litigation services, LexisNexis additionally provides lawyers
with tools for electronic discovery, evidence management,

case analysis, courtdocket tracking, e-filing, expert witness
identification and legal document preparation. LexisNexis also
partnerswith law schools to provide services to students as

partof theirtraining.

InDecember 2011, LexisNexis released in the US the next iteration
of Lexis Advance, an innovative web application designed to
transform how legal professionals conduct research. Built on
anadvanced technology platform, Lexis Advance allows primary
researchers within legaland professional organisations to find
highly relevantinformation more easily and efficiently, helping
themtodrive better outcomes. The releaseisthe nextstepina
series of Lexis Advance launches with future releases continuing to
expand available contentand add new innovative tools. LexisNexis
employs lawyers and trained editors with professional legal
backgrounds who review, annotate and update the legal content to
help ensure each documentinits collectionis currentand linked
tootherrelated documents. This domain expertise combined with

Lexis®
Unparalleled legal, news and public records
content for legal professionals

Matthew Bender®

Criticalanalysis, checklists, forms, and
practice guides authored by industry experts
coveringover 50 major practice areas

Lexis Advance™

New online legalresearchtool that
transforms the way legal professionals
conductresearch

Lexis® for Microsoft® Office

Integration of LexisNexis content, openweb
search and Microsoft Office

Shepard’s’

Premier citation service

Lawyers.comSM

Leading website for consumers seeking legal
information and counsel

Lexis® Library
LexisNexis® UK flagship legal online product

Lexis® PSL

LexisNexis® UK legal practical
guidance service

JurisClasseur

Largest, mostauthoritative online legal
resourcein France
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the application of Reed Elsevier’s “big data” HPCC technology
means LexisNexisis able to update its entire legal collection
faster and more efficiently, while also identifying and linking
content, thereby uncovering previously undiscovered
relationships between documents.

Inthe USin 2011, LexisNexis launched LexisNexis Firm Manager,
anonline legal practice management application for solo
practitionersand small law practices. Among other product
releases, LexisNexis also released Early Data Analyzer which
provides lawyers with early insightinto the size and scope of
discovery and an updated version of Lexis for Microsoft Office
which enables lawyers to conduct their Lexis searches within
Microsoft applications such as Word and Outlook.

In 2011, LexisNexis rationalised its electronic discovery offerings
and divested the Applied Discovery business.

LexisNexis Business Solutions provides law firms with practice
management solutions, including time and billing systems, case
management, cost recovery and document management
services. LexisNexis assists law firms in their client development
through Lawyers.com, showcasing the qualifications and
credentials of more than one million lawyers and law firms

inthe US and internationally, and providing law firms with
website development, search engine optimisation and other

web marketing services.

LexisNexis also providesits legaland information services to US
government, corporate and academic customers, including news
and business information and public records. In addition to
research and litigation services, capabilities for these customers
include specialist products for corporate counselfocused on

REVENUE BY FORMAT
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regulatory compliance, intellectual property management, and
management of external counsel.

In International markets outside the United States, LexisNexis
serves legal, corporate, government and academic markets

in Europe, Canada, Africa and Asia Pacific with local and
international legal, tax, regulatoryand business information.
The most significant businesses areinthe UK, France, Australia
and Canada.

LexisNexisisfocused acrossallits geographies on leveraging
bestinclass contentandits market leading international online
product platform to deliverinnovative electronic information
services and workflow tools to help legal and business
professionals make betterinformed decisions more efficiently.
Penetration of online information servicesis growing and print
based products now account for less than 40% of LexisNexis total
revenues outside the US.

Inthe UK, LexisNexis is a leading legalinformation provider
inits market. It delivers awide array of contentand services,
comprising an unrivalled collection of primary and secondary
legislation, case law, expert commentary, and forms and
precedents. Its extensive portfolio includes Halsbury's Laws
of England, Simon’s Taxes and Butterworths Company Law
Service delivered through the UK's flagship online product
LexisLibraryandin print. Other electronic productsinclude
Lexis Legalintelligence, aresource on legal practice for lawyers,
and media monitoring and reputation managementtools for
the corporate market such as the NexisDirect research tool.
Additionally, LexisNexis provides law firms with practice
management solutions.

REVENUEBY GEOGRAPHIC MARKET

£1,634m

Print/Other
25%

Electronic
75%

£1,634m

Rest of World

Europe

North America
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InFrance, LexisNexisis a provider of information to lawyers,
notaries and courts with JurisClasseurand La Semaine Juridique
being the principal publications, delivered through lexisnexis.fr
andin print. These content sources are, asin the UK, being
combined with new contentand innovative workflow tools to
develop practical guidance and practice management solutions.

Ininternational marketsin 2011, LexisNexis continued to roll out
Legalintelligence. Designed to match the way lawyers work,
Lexis LegalIntelligence provides primary law, practical guidance,
learning and productivity toolsin one place. It reduces the time
ittakesto getthe answers and documents lawyers need, helping
to make practice more effective. Inthe UK, the practical guidance
service LexisPSL now has 13 practice areas including company,
commercial, corporate, banking and finance, and will expand
againin 2012. Asimilar service has been launched in Australia,
with five practiceareasin 2011.In France, LexisNexisis
completing the development of Lexis360, an innovative solution
for legal professionals that combines semantic and federated
search capabilities with practical guidance, legal concept
navigation and brand-leading JurisClasseur content.

In 2011, LexisNexis Legal & Professional strengthened its position
in key emerging markets including India. LexisNexis released an
initial version of Lexis India, an online legal research platform
created specifically for the legal professionals and practitioners,
corporate counsels, legal researchers, academics and
governmentinstitutionsin India.

Market opportunities

Longerterm growthinlegaland regulatory markets worldwide is
driven by increasing levels of legislation, regulation, regulatory
complexity and litigation, and an increasing number of lawyers.
Additional market opportunities are presented by the increasing
demand for online information solutions and practice management
tools thatimprove the quality and productivity of research, deliver
better legal outcomes, and improve business performance.
Notwithstanding this, legal activity and legalinformation markets
arealsoinfluenced by economic conditions and corporate activity,
as has been seen with the dampening impact on demand of the
recent globalrecessionand the somewhat subdued environment
that followed in North Americaand in Europe.

INTERNATIONAL LEGAL ELECTRONIC REVENUE

Strategicpriorities

LexisNexis Legal & Professional’s strategic goalis to enable
better legal outcomes and be the leading provider of productivity
enhancing information and information-based workflow solutions
inits markets. Toachieve this LexisNexis is focused on: building
world class content; developing next generation product
platforms, tools and infrastructure to deliver best-in-class
outcomes for legaland business professionals with greater
speed and efficiency; building client development and practice
management tools enabling customers to be more successful
intheir markets; international expansion and growth of online
products and solutions; increasing LexisNexis’ presencein
emerging markets; and improving operational efficiency.

Inthe US, the focusis on the continuing development of the

next generation of legal research and practice solutions as well
asamajorupgrade in operationsinfrastructure and customer
service and support platforms to provide anintegrated and
superior customer experience across US legal research,
litigation services, practice management and client development.
Progressive productintroductions, often based on the Lexis
Advance platform, over the next few years will combine advanced
technologywith enriched content, sophisticated analytics and
applications to enable LexisNexis’ customers to make better
legaldecisions and drive better outcomes for their organisations
and clients.

Outside the US, LexisNexis is focused on growing online services
and developing further high quality actionable content and
workflow tools, including the development of practical guidance
and practice management applications. Additionally, LexisNexis
isfocusing onthe expansion of its activities in emerging markets.

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

Principal competitors for LexisNexis in US legal markets are
West (Thomson Reuters), CCH (Wolters Kluwer] and Bloomberg,
and Bloomberg and Factiva (News Corporation]in news and
businessinformation. Competitorsin litigation solutions also
include software companies. Majorinternational competitors
include Thomson Reuters, Wolters Kluwer and Factiva.

MOBILEAPP DOWNLOADS

51%  53%  99%
43%  46%

2007 2008 2009 2010 2011

Growthininternational (outside US) online solutions and workflow tools to
help lawyers make betterinformed decisions more efficiently.

+332%

2010 201

Strong growth inthe adoptionand number of mobile apps.
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201 2010 Change at constant Change

£m £m Change currencies underlying

Revenue 1,634 1,691 -3% -2% +1%
Adjusted operating profit 229 238 -4% -4% -2%

LexisNexis Risk Solutions and LexisNexis Legal & Professional, previously combined as one LexisNexis business, have operated as two distinct businesses from 1 January
2011. Comparative profit figures and growth rates are presented on a pro formabasis.

2011 financial performance

LexisNexis Legal & Professional revenues returned to
underlying revenue growth in 2011, and margins were broadly
flatas expected. Most of our legal markets have stabilised,
and we stepped up new product launch activity.

Underlying revenues and adjusted operating profits were up 1%
and down 2% respectively.

OurUSresearch & litigation revenues returned to slight growth,
benefiting from a stabilisationin legalindustry activity. We
achieved good growth in lexis.com searches and in new sales

of research and litigation tools and services to law firms,
governmentand corporate legal customers. Growth in practice
management tools was offset by continued but moderating
declinesin news & business information to corporate customers,
andinweb based listings.

International markets outside the US also returned to growth.
Electronicrevenues grew 7% reflecting strong demand for legal
tools and solutions, although this was largely offset by further
printdeclines as format transition continued. Print based
products now account for less than 40% of revenue.

REVENUE

Significant progress has been made in the development of next
generation legal offerings with a number of new product releases
during the course of the yearincluding the latest release of

Lexis Advance in December, targeting research intensive lawyers.
Initial feedback from the legal community has beenvery positive,
positioning us well for future product releases.

Underlying cost growth was 1% reflecting continued investment
in next generation legal offerings and sales & marketing, offset
by continued cost initiatives. The adjusted operating margin was
broadly flatat 14.0%.

Outlook

In 2012 we intend to continue to introduce new products that will
better serve our legaland corporate customer base. However,
legal markets remain stable but subdued, limiting revenue and
margin growth potentialin the shortterm.

ADJUSTED OPERATING PROFIT

£m

1562 1,692 1,691 1,634

2008 2009 2010 201

£m

238 229

2010* 201

*Onaproformabasis
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Q Reed Exhibitions

Reed Exhibitions is the world’s
leading events business, with over
475 events in 34 countries.

Reed Exhibitions’ portfolio of exhibitions and conferences serves
44 industry sectorsacross the Americas, Europe, the Middle East
and Asia Pacific. In 2011 Reed Exhibitions brought together over
six million event participants from around the world, generating
billions of dollars in business forits customers.

Totalrevenues fortheyearended 31 December 2011 were £707m.
Reed Exhibitionsis aglobal business headquarteredin London
and has principal offices in Paris, Vienna, Norwalk (Connecticut),
Abu Dhabi, Beijing, Tokyo, Sydney and Sao Paulo. Reed Exhibitions
has 2,800 employees worldwide.

See

mipcom.

deals get done
Theworld’s entertainment content market

world £
trayel =%

Premier globaleventforthe travelindustry

LAS VEGAS

premiertrade event

mi P imw
The world’s property market

Theworld’s property market
energy solutions

International machinerytrade fair

The North Americanjewelleryindustry’s

WGRLDFUTURE
SUMMIIT

World platform for sustainable future

Reed Exhibitions organises market leading events thatare
relevanttoindustry needs, where participants from around the
world come togetherto do business, network and learn. Its
exhibitions and conferences encompass awide range of sectors,
including: broadcasting, TV, music & entertainment; building &
construction; electronics & electrical engineering; alternative
energy, oil & gas; engineering, manufacturing & processing;
gifts; interior design; IT & telecoms; jewellery; life sciences &
pharmaceuticals; marketing; property & real estate; sports

& recreation;and travel.

InJanuary 2012 Reed Exhibitions took full ownership of our joint
venture, Alcantara Machado, Brazil's leading exhibition organiser.

Market opportunities

Growthin the exhibitions marketis correlated to business to
business marketing spend, historically driven by levels of
corporate profitability, which itself has followed overall growth
in GDP, and business investment. Emerging markets and growth
industries provide additional opportunities. As some events are
held otherthan annually, growth inany one yearis affected by the
cycle of non-annual exhibitions.

EQUIP’'HOTEL
PARIS

Event forthe restaurant, hotel, café and
cateringindustries

Mg
OO'Sme’\\
Leadinginternational exhibition for personal

careingredients

by

One of the largest business gifts & home
fairsinChina
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Strategic priorities

Reed Exhibitions’ strategic goalis to provide market leading
eventsingrowth sectors, especially in higher growth geographies,
thatenable businesses totargetand reach new customers
quickly and cost effectively and to provide a platform forindustry
participants to do business, network and learn. To achieve

this, Reed Exhibitions is focused on: driving organic growth by
leveraging global sector groups and technology platforms,
developing the portfolio through a combination of new launches,
strategic partnerships and selective acquisitions in high growth
sectorsand geographies; and further developing websites,
analytics and otheronline tools to enhance the exhibition
experience and add to customer return oninvestmentin

event participation.

In2011, ata portfolio level, this strategy delivered 43 new eventsin
high growth sectors such as the Giftand Home industryin China,
Incentive Travelinthe USA, and Smart Grids in Japan and
Singapore, aswellas furtheracquisitions to build out our leading
positionin Brazil, enter Mexico and Morocco, and increase our
exposure tothe Renewable Energy industryin the UK. Interms

of systems and customer experience, Reed Exhibitions has
continued toinvestin developingits event web platform which

is now used by more than 70% of events.

NUMBEROF EVENT LAUNCHES

23

Business model, distribution channels and competition

The substantial majority of Reed Exhibitions’ revenues are from
sales of exhibition space. The balance includes conference fees,
advertising in exhibition guides, sponsorship fees and, for some
shows, admission charges. Exhibition spaceis sold directly or
through local agents where applicable. Reed Exhibitions often
works in collaboration with trade associations, which use the
events to promote access for members to domestic and export
markets, and with governments, forwhom events can provide
important support to stimulate foreign investmentand promote
regionaland national enterprise.

Reed Exhibitionsis the market leaderinafragmented industry,
holding lessthana 10% global market share. Other international
exhibition organisersinclude UBM, Informa IR and some of the
larger German Messe, including Messe Frankfurt, Messe
Disseldorfand Messe Munich. Competition also comes from
industry trade associations and convention centre and exhibition
hallowners.

EVENTS INEMERGING MARKETS

43

2010 201

New event launches focusing on high growth sectors and geographies.

139

2010 201

Significantincrease in events taking place in high growth geographies
through new launches and acquisitions.

REVENUE BY FORMAT

REVENUEBY GEOGRAPHIC MARKET*

£707m

Other 2%

Face to face
98%

£707m

North America

Rest of World

Europe

*0n an event location basis.
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2011 2010 Change atconstant Change

£m £m Change currencies underlying

Revenue 707 693 +2% +1% 0%
Adjusted operating profit 167 158 +6% +4% +2%

2011 financial performance

The net cycling out of biennial shows held back growth in 2011.
Excluding biennial cycling, underlying revenue growth was 10%,
with good growth across all geographies. New launch activity
was accelerated, and we have made anumber of selective
acquisitions which have increased our presencein high

growth markets.

Underlying revenues and adjusted operating profits were flat
and up 2% respectively.

In Europe, underlying revenue grew 6% excluding biennial cycling,
with Mipcom and Mapic performing particularly well. Mipim,

Reed Exhibitions’ largestindividual show, returned to good growth
after experiencing adeclinein 2010. In North America underlying
revenues grew 16% excluding cycling, with strong performances
across awide range of events. Outside Europe and North America
underlying revenue growth was 13% excluding biennial events,
including particularly strong growth in China, Brazil, Russiaand
the Middle East.

New launch activity was accelerated in 2011, leveraging our
global sector groups and technology platform, with 43 new events,
the vast majority of which were in faster growing markets and
sectors. Inaddition to new launches, Reed Exhibitions made a
number of small complementary acquisitions during the year

REVENUE

including Multiplus, serving the biofuels industry, and Expo
Seguridad, extending our security sector portfolio into Latin
America. In January 2012 Reed Exhibitions took full ownership of
ourjointventure, Alcantara Machado, Brazil's leading exhibition
organiser. In addition to expanding our presence in this high
growth market, this will help to reduce the revenue impact of
biennial cyclingin futureyears.

Underlying costs were down 1%, reflecting tight cost control,
while funding the significantly increased launch programme and
build out of globalindustry groups and information technology
capabilities. The adjusted operating margin was 0.8 percentage
points higherthanin 2010 at 23.6%.

Outlook

2012 revenues will benefit from the net cycling in of biennial
events. 2012 has started well, with good performances from
annual shows, albeit with some signs of softness in European
markets. We remain alert to how changes inthe macro economic
environment may impact customer sentimentas the year
progresses, particularlyin Europe.

ADJUSTED OPERATING PROFIT

£m

707 438 693 707

577

2007 2008 2009 2010 201

£m

183
167
139 152 158

2007 2008 2009 2010 201
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Finetech Japan

Reed Exhibitions Japan hosted a packed Finetech just one month after the devastating earthquake that hit the country
in March 2011. Finetech Japanis the world's largest tradeshow in the field of liquid crystal and plasma display
manufacturing, andis held in Tokyo each April.
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Q Reed Business Information

Reed Business Information

is a provider of data services,
business information and
marketing solutions to business
professionals.

Reed Business Information (RBI) provides data services,
information and marketing solutions to business professionals
inthe UK, the US, Continental Europe, Asia and Australia.

It producesindustry critical data services and lead generation
tools, online community and job sites as well as business
magazines with market leading positions in many sectors.

Totalrevenues for the yearended 31 December 2011 were £695m.
RBlisaglobalbusiness headquarteredin Suttoninthe UKand has
principal operationsin Amsterdam in the Netherlands, Boston,
Los Angeles, Skokie (Illinois) and Norcross (Georgia) in the US as
wellas Paris, Milan, Madrid, Bilbao, Sydney and Shanghai. RBl has
5,600 employees worldwide.

RBI's data services enable businesses and professionals to
enhance productivity through quicker and easier access to
insightfuland comprehensive industry information. Online

| <
*ICIS

Global provider of news and pricing data to the
chemicaland energy industries

Xpert [zl

Q Reed Construction Data Online HR Intelligence
Construction data, building product
information, cost data, market analysis
and advertising channels to construction

industry professionals

practice toolkit

NewScientist

World's leading science and technology
media brand

Netherlands

@ Fightglobal ASC=ND

Onlineaircraftand engine data used by
airline industrytoinformdecisions and
identify opportunities

Leading HR legal compliance and good

marketing solutions, business to business magazines, online lead
generation services and community websites provide effective
marketing channels for advertiserstoreach targetaudiences
and forindustry professionals to access valued information.

RBI's market leading data services include: IC/S, a global
information and pricing service for the petrochemicals and energy
sector; BankersAccuity (previously Bankers' Almanac and Accuity),
aleading provider of reference data on the banking industry;
XpertHR, an online service providing human resources data,
regulatoryguidance, best practices and tools for HR professionals;
and Reed Construction Data, a provider of online construction data
tothe North American construction industry.

The major online marketing solutions include: totaljobs.com,
amajor UKonline recruitment site; and Hotfrog, a global online
businessdirectory. Premier publishing brands include Variety
inthe US, New Scientistin the UK and the Elsevier magazine in
the Netherlands.

In 2011, RBI continued to significantly reshape its portfolio,
addressing continued growth opportunitiesin data services and
the accelerated migration of customer marketing spend toweb
media while managing value from the remaining print businesses.

Duringtheyear RBl expanded the data services businesses with
three significantacquisitions. In January 2011, RBl completed the
transaction to take majority ownership of CB/ China, the market
leading petrochemicaland energy information service in China,

< BANCERSAccuity

Aleading supplier of banking intelligence
tothe globalfinancialindustry

JARIETY

Premier source of entertainment business
news and analysis since 1905

totaljobs.com

UK generalistjob website attracting over
3.7millionjobseekersand carryingover
125,000 jobs every month
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bringing unrivalled coverage of the importantand growing
Chinese and Asian chemicals and energy markets, strengthening
ICIS’s global position. In June 2011, RBl acquired Ascend, a leading
provider of online fleet data and valuations to the aviation industry,
complementing RBI's existing data and content services and the
aerospace platform, Flightglobal. In November 2011, RBI completed
the acquisition of Accuity Inc. for a total cost of £343m. Accuityis a
leading US provider of online subscription-based data solutions
forthe financial services industry which enable customers to
maximise the accuracy of their banking and payment transactions,
and to minimise the risk of non-compliance with government
regulationsinthese transactions. Accuity is being integrated with
RBI's Bankers’Almanac, to form BankersAccuity, establishing a
global standard for payment efficiency and compliance solutions.

RBI continued to create value fromits existing magazine brands,
whilst exiting a number of titles including those in the computing,
social care and road transport markets inthe UKand the
construction marketinthe Netherlands. RBlalso sold the UK
QSS magazine subscription fulfilment business during the course
of theyear.

Market opportunities

The growing need for authoritative industry data and informationis
driving demand for online subscription data services and providing
new opportunities. Business to business marketing spend has
historically been driven by levels of corporate profitability, which
itself has followed GDP growth, and business investment.

ELECTRONICREVENUE
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Strategicpriorities

RBI's strategic goalis to help business professionals achieve
better outcomes with information and decision supportin its
individual markets. Its areas of strategic focus are: further
growing the data services businesses; restructuring the business
magazines and advertising driven portfolio, to develop online
servicesin key markets and support print franchises through
brand extensions and redesign; and to realign the cost base with
revenue expectationsand drive further organisational
effectiveness.

Business model, distribution channels and competition

Across the RBI portfolio, user and subscription revenues now
account for 62% of the total business with the remaining 38% derived
from printand online advertising and lead generation. RBl electronic
revenue streams now account for 51% of total revenue.

Dataservicesare typically sold directly on a subscription or
transactional basis. Business magazines are distributed on a paid
or controlled circulation basis. Advertising and lead generation
revenuesare sold directly or through agents.

RBI's data services and titles compete with a number of publishers
onaservice and title by title basis including: UBM, McGraw Hill
and Wolters Kluwer as well as many niche and privately-owned
competitors. RBl competes for online advertising with other
businessto business websites as well as Monster, Google and
othersearch engines.

USERAND SUBSCRIPTION REVENUE

0,
I S1%
0
309% 4%

2007 2008 2009 2010 201

Demandforonline data services and marketing solutions drivesincreasing
proportion of online revenue.

" 599 62%
44% 46%

2007 2008 2009 2010 201

Increasing proportion of userand subscription revenues driven by organic
growthinsubscription businessesand portfolio change.

REVENUEBY SEGMENT

REVENUEBY GEOGRAPHIC MARKET

£695m

Other business
magazines/services

Data services

Major marketing
solutions

Leading brands

£695m

Rest of World

North America

Rest of
Europe

UK

Netherlands
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2011 2010 Change atconstant Change

£m £m Change currencies underlying

Revenue 695 718 -3% -4% +1%
Adjusted operating profit 110 89 +23% +22% +15%

2011 financial performance

RBIreturned tounderlying revenue growth, with strong growth
indataservices mostly offset by continued weakness in print
advertising. We made significant further progress on portfolio
realignment with acquisitionsin dataservices and disposals

of print magazine titles. The majority of the marginincrease
reflects organic development, supported by our exits from

low margin businesses.

Underlying revenues and adjusted operating profits were up
1% and 15% respectively.

The major data services businesses, which accounted for 25%

of RBlrevenuesin 2011, delivered underlying revenue growth

of 9%, with strong growth in /CIS, Bankers’Almanac and XpertHR,
partially offset by Reed Construction Data serving the challenged
US construction industry. Online marketing solutions grew 2%,
driven largely by Totaljobs in the UK online recruitment market,
offset byweaknessin lead generation businesses, BuyerZone and
Hotfrog. Leading brands saw stable revenues, with online growth
compensating for printadvertising declines. Other business
magazines and communities saw an underlying revenue decline
of 5% reflecting continued print advertising market weakness.

Underlying costs were down 2%, reflecting continuing measures
takentorealign the cost base. Adjusted operating margins
increased 3.4 percentage pointsto 15.8%.

REVENUE

RBI built onits existing data services offerings with three
acquisitions made in the year. The acquisition of a majority stake
in CBI China brings a market leading petrochemical and energy
information business to complement /C/S. The combination of
Accuity, acquired in November, with Bankers’Almanac creates
leading positions in payment efficiency, transaction compliance and
bank counterparty assessment for the financial services industry.
Ascend, aleading provider of online aircraft and valuation data to
the aviation industry, complements the Flightglobal aerospace
business. Anumber of disposals were also made during the
course of theyear, including UK road transportand computing
titles and the @SS magazine subscription fulfilment business.

Outlook

Good growth in data services is expected to continue in 2012
offset by softnessin printadvertising. RBlwill have a fullyear
contribution from the recentacquisitions of CB/ China, Ascend and
Accuity, partially offset by the effects of small disposals. In the
current economic environment, we remain cautious on the near
term outlook for advertising and marketing based revenues.

ADJUSTED OPERATING PROFIT

£m

987

906 891

718 695

2007 2008 2009 2010 2011

£m

126
121 110

89 89

2007 2008 2009 2010 201
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Corporate
responsibility

The Corporate Responsibility Reportis an
integral part of our Annual Reports and
Financial Statements. This section highlights
key achievements relative to our 2011 corporate
responsibility objectives. You can read the

full 2011 Corporate Responsibility Report at
reporting.reedelsevier.com/cr1i1
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Corporate responsibility

Constant engagement with stakeholders, including shareholders,
employees, communities, governments, and members of civil
society, helps us determine material corporate responsibility
issues. The Reed Elsevier Boards, senior management,

and the Corporate Responsibility Forum oversee corresponding
objectives and monitor performance against them.

We concentrate on the unique contributions we make as a
business and on good management of the material areas that
affectall companies encompassing:

Our unique contributions
Governance

People

Customers

Community

Supply chain

Environment

We focus on areas where we can make a positive impact on society
through our knowledge, resources and skills. This includes
universal sustainable accesstoinformation, advance of science
and health, promotion of the rule of law and justice, and protection
of society.

Elsevier, theworld’s largest scientific publisher, plays an
important role inadvancing human welfare and economic
progress throughits science and health information which spurs
knowledge and enables critical decision making. To ensure access
to thisinformation, Elsevier supports key programmes in places
where resources are often scarce. Among them is Research4Life,
in partnership with United Nations agencies and other publishers,
which provides core and cutting-edge scientificinformation to
researchersin more than 100 developing countries. In 2011, we
made available all content on ScienceDirect encompassing around
2,000 peer-reviewed journals and 15,000 books and made another
950 health science books available. In the year, there were over
three million Research4Life article downloads from ScienceDirect.
In addition to supportforongoing projects, the Elsevier
Foundation committed $650,000 through its Innovative Libraries
in Developing Countries programme to supportinfrastructure-
building and access to primary source material through grants to
libraries like Tanzania's Sokoine National Agricultural Library and
the National University of Laos. Other Foundation grants focused
on supporting nurse faculties and helping early- to mid-career
women scientists balance family responsibilities with their
academic careers. During the year, atthe request of the US
Secretary of State, Elsevier chaired a State Department session
on promotingwomenin science in the developingworld and
participated in meetings of the UN Commission on the Status

of Women.

LexisNexis Risk Solutions tools and resources help protect society.
It supports non-profit organisations such as the National Center
for Missing & Exploited Children (NCMEC) and the Cal Ripken Sr.
Foundation, inaddition to a number of large youth development
organisations. Since 2007, LexisNexis has completed more than
5.4 millionvolunteer background checks for such organisations,
identifying over 475,000 individuals with at least one criminal
conviction attempting to gain employment or to volunteer with a
non-profitorganisation, including over 1,021 registered sex
offenders. Employees helped create the ADAM programme which
assistsin the safe recovery of missing children. In partnership with
NCMEC, ADAM distributes missing child posters to police, news
media, schools, businesses, medical centres, and other recipients
within a specific geographic search area. Since launching in 2000,
126 children have been located. Through the year, LexisNexis Risk
Solutions helped spread information on the importance of
volunteer background screening.
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Case study

Reed Elsevier supported the 2011 UNICEF report, Children’s
Vulnerability to Climate Change and Disaster Impactsin
East Asiaand the Pacific, with access to product, experts,
editorial assistance, and funding.

Millions of children across East Asia and the Pacific already
suffer from a lack of access to clean water and proper
sanitation, and are vulnerable to food shocks and risks of
disease. The report showed that climate change will likely
worsen this situation.

The UNICEF report presents an analysis of the climate
change trends and potential impacts on children in East
Asiaand the Pacific, based on findings from country studies
in Indonesia, Mongolia, the Philippines and Kiribatiand
Vanuatu in the Pacific, as wellas children’s perspectives

on climate change and other research.

While the report suggests that the impacts of climate
change vary from country to country, childrenin all

Image UNI82296: © UNICEF/NYHQ2010-0452/Cullen

countries were aware that changes in their environment
were already present. Many stated that climate change
has affected their families’ livelihoods and, in some cases,
caused parents to take them out of school to help collect
waterand fueland supplement household income. In
Mongolia, children noted harsherwinters and declining
waterresourcesand in the Philippines children spoke of
heavier rainy periods.

Thereport cites evidence showing thatwhen children are
educated, informed and involved, they share information
with othersintheir communities and are better able to
prepare and protect themselves. According to Anupama
Rao Singh, UNICEF Regional Director for East Asiaand the
Pacific, “Now is the time to putin place adaptation strategies
that ensure that the risks specific to children are addressed.
By doing this, we will go some way in helping to build a
climate-resilientworld for children.”
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LexisNexis Legal & Professional promotesjustice through its
products and services. Its Rule of Law Resource Centerisafree
online community covering topics like humanrights, protecting
minority communities, and anti-human trafficking. During the
year, as lead sponsor of the World Justice Project, LexisNexis
contributed to the Project’s Rule of Law Index, a quantitative
assessment tool ranking 66 countries, and supported the Asia
Pacific Rule of Law Conference in Kuala Lumpur. LexisNexis
chaired the human trafficking panel at the International Bar
Association International Conference, helped advance the
Business Coalition Against Human Trafficking, and was primary
sponsor of the UK film premiere Not My Life, a documentary filmed
on five continents highlighting the wide-scale nature of the
problem:;in conjunction with the premier, LexisNexis introduced
ahandbook on human trafficking. During the year, LexisNexis
South Africa provided pro bono assistance to governments across
Africa by updating and publishing the laws/law reports of Kenya,
Nigeria, Malawi, Ghana, Mauritius and Swaziland, to facilitate
transparencyinthe administration of justice and law enforcement.

Reed Exhibitions” trade shows provide platforms for supporting
our corporate responsibility focus areas. At the 2011 World Travel
Market, its global event for the travelindustry, Reed Exhibitions
marked World Responsible Tourism Day with the Responsible
Tourism Awards, recognising sector initiatives in areas like
poverty reduction, low carbon transportand technology, and
conservation. Over the last eight years, Reed Exhibitions has
given free space atthe London Book Fair to Book Aid International,
which annually provides over 500,000 books - including those
donated from across Reed Elsevier -to readersin the developing
world, enabling the charity to engage with awide range of potential
book and financial donors.

Reed Business Information (RBI) uses the power of its brands to
aid communities. Variety, the leading entertainmentindustry news
source published by RBI, has established initiatives like the Power
of Youth to spuryoung entertainers to support philanthropic and
humanitarian causes, and to encourage their fans to do so as well.
Sinceitsinceptionin 2007, Power of Youth has raised more than

$1 million toaid children;in 2011 beneficiaries included St. Jude
Children’s Research Hospital, Share Our Strength, and Alex’s
Lemonade Stand, a charity which fights childhood cancer, begun
by the child of a former Elsevier employee who lost her battle

with the disease in 2004. In conjunction with the Power of Youth,
Variety releasedits annual Youth Impact Report demonstrating
theimpactyoung people make intheindustryandintheir
communities. Variety has built on the Power of Youth model with
the Power of Women and the Power of Comedy, highlighting how
celebrity can be used to beneficial effect.

Drawing on expertise across Reed Elsevier,in 2011 we awarded
prizesinthefirst Reed Elsevier Environmental Challenge to
projects thatimprove sustainable access to water whereitis
presently at risk. We made relevant products available from our
businesses to over 100 registrants from more than 50 countries.

Thewinner of the $50,000 first prize was the Tagore-SenGupta
Foundation fora project to install 12 community-levelarsenic
removalunitsinremote villages and schools in Cambodiawhere
arsenic groundwater contaminationisrife. The arsenic removal
units use regenerable adsorbents and do not require electricity or
costly maintenance; the technology will provide local employment
inthe construction and installation of units and in the caretaking
phase of the project. Second prize of $25,000 was awarded to
Jenna Forsyth, whose project focuses on low-resource chlorine
generation toaddress unsafe drinking water and poor sanitationin
the Nyanza province of western Kenya, one of the poorest regions
inthe country. In partnership with the Program for Appropriate
Technology in Health, the school-based pilotinvolves a prototype
chlorine generator using salt, water and battery power to
generate chlorine for water disinfection. On a single battery
charge, the device canrun for 200 cycles, generating 40,000 litres
of clean water. Both projects were featured in the Elsevier journal
Water Research. The 2012 Environmental Challenge was
launchedin November 2011.

Progress

Winnersannouncedand
highlighted at World
Water Week reception

in Stockholm; 2012
Environmental Challenge
launched in November

Complete RE Environmental
Challenge;launch plans
for2012

Undertake UNICEF projecton
the impact of climate change
on children

Supported publication of
Children’s Vulnerability to
Climate Change; profiledin

key publications including
The Lancetand LexisNexis
Environment and Climate
Change Center

Enabled accesstoall
ScienceDirect content,
encompassing 9.5 million
articles/chapters; addition
of relevant legal material
from LexisNexis

Further expansion of
Research4Life

Expand alternative energy product portfolio

Facilitate deeper countryanalysis of UNICEF climate
change and children report

Increase probono partnerships
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The Reed Elsevier Code of Ethics and Business Conduct (Code] is
disseminated to every employee setting the standard for our
corporate and individual conduct. Encompassing topics such as
fair competition, anti-bribery,and humanrights, itencourages
openand principled behaviour. Over 99% of current employees
completed online Code training by the close of 2011. In addition,
99% of employeesin English speaking countries completed a data
privacy and security course and 5,000 employees completed
online training on fair competition with more employees
scheduled for both coursesin 2012. In the year, all US managers
completed anti-harassment training. We are committed to
ensuring full compliance with the provisions of the UK Bribery Act,
and 99% of allemployees completed anti-bribery training in 2011.

As a signatory of the United Nations Global Compact (UNGC) -
businesses mustalign their governance and operations with ten
principles related to humanrights, labour, environment and
anti-corruption -we demonstrated leadership in 2011 by serving
onthe Advisory Group for the United Kingdom, the UNGC Supply
Chain Advisory Group, and CEO Water Mandate Steering
Committee. Inthe year, we shared best practice ina European
local networks guide, provided video content on the UNGC for
lawyers, and held webinars on the UNGC for our suppliers and
for members of the UK network.

Progress

Code of Ethicsand Business
Conduct course completion by
95% of allemployees

99% completion achieved

Fullalignment with Adequate
Procedures Guidance under
the UK Bribery Act; 95%
completion of anti-bribery
training by relevantemployees
in higherrisk rolesand
geographies

Alignment activities
included risk assessments,
intermediary due diligence,
and internal reviews by
internal audit; training
completed by 99% of all
employees globally

Implementation of updated
records management policy

US policy and retention
scheduleissued, along with
online policy review and
certification process for
employees

Completion of Code training by 100% of employees within

~ Continue bribery law compliance activities, with particular
reference tothe UK Bribery Actand US Foreign Corrupt

Practices Act

other countries
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Our 30,500 people are our strength. Our workforce is 54% female
and 46% male, with an average length of service of 8 years.

The Reed Elsevier Diversity and Inclusion (D&I) Statement
articulates our commitmentto a diverse workforce and
environment that respectsindividuals and their contributions,
regardless of their gender, race, or other characteristics. In 2011,
we made progress on our D&l strategy, including by identifying
one senior champion from each of our business units to serve
ona D&l Advisory Group. They are supported by our wider D&
Working Group, which met throughout the year to share internal
best practice and hear from experts on topics like unconscious
bias and creating a D&l culture. We encourage affinity groups,
like women’s forums, which provide support and mentoring and
encourage community involvement.

The Reed Elsevier Nominations Committee considers the
knowledge, experience and background of individual Board
directors. Intheyear, in line with the recommendations of the UK
Davies Review, the Committee announced a 2013 target of 30%
women on the Reed Elsevier NV Combined Board and 22% women
onthe Reed Elsevier PLC Board.

Ouremployees have theright to a healthy and safe workplace
asoutlined inthe Reed Elsevier Health and Safety Policy. We
concentrate on areas of greatest risk, for example, warehouses,
events and exhibitions. However, as a primarily office based
company, our key impactareas are stress, slips/trips and falls.
Toreduce our severity rate (lost days per 200,000 hours worked),
we conduct risk assessments, and work with a third partyin the
UStoassignanurse case manager to each complexor severe
claim.We achieved a 35% reductionin the severity rate since 2008.

Intheyear, Ernst & Young benchmarked our health and safety
performance against organisationsin our sector and others.

We are seenasastrong performerin 13 of 19 criteria, however
there were anumber of areas where we can strengthen activities,
including by advancing our reporting on wellbeing performance
and its benefits to the business which we will addressin the

year ahead.

Through anew US (where we have our largest concentration of
employees] programme, REACH, we promoted workplace
wellbeing through health screenings, online assessments, stress
awareness training, and weight loss and smoking cessation
programmes. We also introduced financialincentives for
participationin such activities.
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% Run %

AHTHER THAM ANY OTHER TEAM

X >

WIN FOR CHARITY!

We expanded ourannual re:fit2win global competitionin 2011,
adding swimming to the existing categories of walking, cycling

and running. Winning teams received $1,000 for the charity of their
choice. 84 teams took partacross Reed Elsevierand ran, walked,

cycled and swam a total of 60,016 miles/96,586 kilometres.

Progress

Beginimplementation of
diversityandinclusion (D&l)
strategyin key locations

D&l Advisory Group
formed; review of providers
for manager training pilot
and online course forall
employees; review of
group recruitment policies;
communicated with

senior leadersto share
D&l strategy

New and improved people
sections of externaland
internal websites

New people section on
www.reedelsevier.comand
revamp of content for new
globalintranet launching
in2012

Benchmark health and safety
performance

Sectorreview by Ernst &
Young completed by
yearend

Extend preventive care
programmes

New REACH programme
launched with 50 wellbeing
coordinators across US;
expanded workstation
assessmentsin UKthrough
Complywise

its benefits

In 2011, we surveyed more than 250,000 customers through Net
Promoter Score (measuring customer loyalty) and business
dashboard programmes. This allows us to deepen understanding
of their needs and drives forward a customer centric culture
across Reed Elsevier. Results, reviewed by the CEO and senior
managers and communicated to staff, illuminate where we are
doing welland where we must do better. To aid colleagues who
work with customers, we launched awebinarseries, CRasa
Sales Tool, to help them articulate our commitment to CRand the
benefitsit provides toourbusiness such as reducing our risk and
strengthening our corporate reputation. We aim to expand
thiswithan online resource, the CR Sales Academy, in 2012.

Intheyear, the Reed Elsevier Editorial Policy was updated to
indicate the importance of making a clear distinction between fact
and opinion and user-generated or other content. It also states
that we encourage dialogue on our content, including through
social media.

We are committed toimproving access to our products and
services forallusers, regardless of physical ability. In 2011,

we reviewed key products including ScienceDirect, SciVal Experts,
SciVerse Hub, and MC Strategies Learning Management Software.
Toreviewaccessibilityissues around Elsevier’s Article of the
Future, we set up a multi-university working group which met
regularlyintheyeartoensure newandadvanced article pages
would be accessible toall, including disabled userswhorely

on assistive technologies like screenreaders. The Accessibility
Working Group held educational webinars with disabled users
and accessibility experts, and helped develop a new Elsevier-wide
Accessibility Policy. The Working Group also produced RE
Accessibility Matters to share accessibility information with
staffacross the group. Intheyear, Elsevier’s Global Books Digital
Archive fulfilled 3,726 disability requests, about 40% through
AccessText.org, a service we helped establish.

Progress

Introduced CRas Sales
Tool webinars covering
the fullrange of Reed
Elsevier’s non-financial
performance

Launch CRwebinarson
non-financial performance to
support customer-facing staff

Consult on Reed Elsevier
Editorial Policy

Policy updated following
review by editorial staff and
sector benchmarking

Reviews of ScienceDirect,
SciVal Experts, SciVerse
Hub, MC Strategies LMS
platform

Assessaccessibility of key
product websites

Develop Reed Elsevieraccessibility polic
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Case study
In 2010, Reed Elsevier launched a global fundraising Planandits local partners have also helped the
drive to raise funds for Plan International’'s Because 'ma Girl ~ communities and parents support children’s school
campaign, helping disadvantaged girlsin India gain attendance and monitor the quality of the education they
educational opportunities and awareness of their legal and receive. Theresults so farinclude over 600 girls and boys
employment rights. By the close of 2011, nearly $70,000 enrolledin early child care and development centres, and ®
had been raised through staff fundraising and 95% of children eligible for primary school enrolled. More :
company matching. than 750 women and adolescent girls are now aware of g
the government-sponsored centres available to them and 3

The Because I'm a Girl project in the urban slums of Delhi
addresses criticalissues impeding education for children,
particularly girls. Akey goal has been to create child friendly
schoolsthatareinclusive, healthy, and protective for all
children, and where children, families, and communities
areinvolved. The project has focused on building the
capacity of teachers, headmasters, and other government “An educated girlcan take her decision appropriately.
officials and creating a supportive environment that will She can handle family in a better way. She can also become
help to achieve better school retention rates and improve economicallyindependent and oppose violence.”
academic performance. To date, the project has covered Comment from Neetu,awomen’s group member.
three schools and seven child development centres.

409 community leaders have received training on the
importance of educating girls. Plan estimates nearly 5,000
more girls will benefitin 2012, helping address issues that
continue to affect their attendance at school, such as poor
sanitation facilities and sexual harassment.
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Reed Elsevier Cares, our global community programme,
promotes education for disadvantaged young people aligned

with our unique contributions as a business, and allows staff up to
two days off peryear for their own community work. We donated
£2.4millionin cash (including through matching gifts) and the
equivalent of £7.9 millionin products, services, and staff time
in2011.

Aninternational network of more than 150 RE Cares Champions
engage colleagues throughout the yearin activities such as the
RE Cares Challenge, which rewards business sponsored
community engagement.

Each Septemberwe hold RE Cares Month to celebrate our
community activitiesandin 2011 launched a global RE Cares Day
which involved nearly 4,000 staff in local community projects.
Among these was a science publishing day which Elsevier Chennai
hosted for children in their finalyear of study at the St. Louis
School forthe Deafand Blind.

During the month we held our annual global book drive yielding
nearly 2,500 books for local and developing world readers, and
announced the winners of the first ever Recognising Those Who
Care Awards to highlight the contributions to RE Cares of eight
individuals and four teams. Individual winners from each of Reed
Elsevier's business units took partin a Habitat for Humanity
projectin Honduras, led by Y.S. Chi, Reed Elsevier’s head of
Corporate Affairs. The winning teams were from Elsevier San
Diego, LexisNexis Australia, Reed Exhibitions Norwalk, and RBI
UKwho won cash prizes to donate to their chosen charities.

Afterthe devastating earthquake and tsunamiin Japanon

11 March 2011, we acted quickly to ensure the safety and
well-being of our staffin the country. Employees across Reed
Elsevieralso responded, contributing more than $200,000in
employee fundraising and matching gifts across the company to
supportrelief efforts. We also provided access to our expertise.
Forexample, Elsevier provided medical professionals responding
tothe crisis with free access to MD Consult and First Consult,
allowing them to search Elsevier content at the point of care, with
online accessvia the First ConsultiPhone/iPad app. In addition,
Reed Business Information’s Bankers'Almanac helped banking
clients publish alternative contact details for staff that relocated
in the aftermath of the earthquake.

Progress

Launch RE Caresrecognition
awards

Launched Recognising
Those Who Care Awards
programme with senior
management participation

25% of employeesvolunteering through RE Cares

Reach 10,000 disadvantaged young people through
volunteering, in-kind and cash donations

We require our suppliers to meet the high standards we set for
ourselves. Our Supplier Code of Conduct stipulates adherence to
alllaws and best practice inareas such as human rights, labour
and the environment. Through our Socially Responsible Supplier
(SRS) database, we tracked 457 critical, preferred, and strategic
suppliers, and those we deem high risk according to criteria from
the Corporate Executive Board's Global Country Analysis Support
Tool, human trafficking data from the US State Department, and
rankings in the Environmental Performance Index (EPI) produced
by Yale University and Columbia University. The tracking list
changesyearonyearbased on the number of suppliers we do
businesswithwho meetthe required criteria. We started 2011
with 37% of suppliers onthe SRS tracking list as signatories to the
Supplier Code and reached 64% by year end. We have embedded
signing the Supplier Code into our e-sourcing tool as one of the
criteriafor doing business with us and have an additional 1,700
signed codes.

Specialist supply chain auditors, Intertek, undertook 41 external
audits of high risk suppliers, with four deferred and completed in
January 2012. Anyincidence of Supplier Code non-compliance
identified in the audit process triggers a corrective action plan
with supplier remediation required on allissues.

Toengage suppliers on keyissues, we introduced a Socially
Responsible Supplier Academy covering the audit process,
environmental management, diversity and inclusion, community
engagement, and the UN Global Compact, among other topics.

Progress
75% of key suppliers as Reached 292 or 64%; 1,701
Supplier Code of Conduct other Code signatories
signatories

45 external audits of high risk
suppliers

four deferredtoand
completedin January 2012

Introduce Socially Responsible
Supplier Academy

Held 24 classes on 11 topics

75% of key suppliers as Supplier Code of Conduct
signatories

Broaden Socially Responsible Supplier Academy
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Progress

In 2011, we held extensive consultations with stakeholders to Undertake data centre Conducted study at major
review our environmental targets. Our updated targets reflect efficiency study ~USdatacentre
our performance and key issues and can be found along with full 20% of el ectrlutyfrom Achieved 23%

environmental performance detailsin the 2011 Corporate renewables or offsets

Responsibility Report at reporting.reedelsevier.com/cr11 Establish Green Team F|rstmoduleWhy|t

We worked with IBM on a data centre efficiency study at one of Environmental Training Matters, introduced
our major US data centres in Ohio to identify opportunities for Academy

environmentaland financialimprovements. We have developed
animplementation planand are rolling out findings to other data
centresacrossthe business. Launch updated enwronmentaltargets

Our Environmental Champions network, employee-led Green = 4 25% of electrlatyfr‘g'm renewable energyor offsets """"""
Teams, and engagement through networks such as Publishers 50% of key locations to achleve flve ormore RE
Database for Responsible Ethical Paper Sourcing, inform Environmental Standards
management plans toaddress our environmentalimpact. Among

themis the Reed Elsevier Environmental Standards programme,

which sets benchmark performance levels and inspires green

competition among offices. In 2011, 40 sites (31% of key locations)

achieved five or more standards attaining green status. Reed

Elsevier's Chief Financial Officer sentan email to all staff

recognising these locations on World Environment Day and also

identified Green Heroes across the company who were nominated

by their peers for their environmental efforts. In the year, we

invited children of/known to staff to submit theirideas for solving

environmental challenges which resulted inan online publication,

Our Children’s Environment.
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We have a positive environmental impact through our
environmental publications and services which spread good
practice, encourage debate, and aid researchers and decision
makers. The most recent results from independent Market
Analysis System show our share of citations in environmental
science represented 33% of the total market, and 67%in energy
and fuels.

90UBUIBA0G

20M
Intensityachievement Absolute achievement 2011 Intensity figure
Target to date' todate Absolute figure (Absolute/revenue £m)

CO, emissions (2006-2015)* -10% -19% 8% 182,186 tCO,e 30.36

”T’d‘t’é‘[‘é’h‘ergy [2008426‘1"5]‘ s 1% 13% 269,626 MWh 44.93

Travelem|55|ons[2008 2015] -5% -23% -13% 35,4511C0.e 5.91

Water[2008 2015) 0% -8% 3% 456,795 m? 76.11

Waste recycled (2015) 0% n/a 66% 7,559t 1.26

'The percentage variance between absolute performance divided by revenue in 2011 compared with absolute performance divided by revenue in startyear.
?Gross CO,e emissions (Scopes 1,2and Scope 3 business travel).
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We achieved the following recognition in 2011:

[E— L EFDRATE
HE‘:':FI]HEI&UT‘!’
INDEX

Gold

EC Pl‘h Sense in
WV sustainability
4

Ethical Funds recognition

CARBON DIGBCLORURE FROJECT

Includedin Leadership Index

Dow Jones
( Sustainability Indexes
Member 2011/12

Scoredintop 15% of companies

Ethibel Pioneerand Ethibel Excellence

FTSE4Good

Included

f

Sector leader

(O NosKEss i

Sustainability Awards finalist

VBDO Supply Chain Award

Retained in Goldman Sachs Sustain fund of
“bestmanaged companies around the globe
thatwill succeed ona sustainable basis”

Triodos Bank Sustainable Equity/
Bond Fund, firstin publishing sector

@ THEFULL 2011 CORPORATE RESPONSIBILITY REPORT IS AVAILABLE ATREPORTING.REEDELSEVIER.COM/CR11
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Chief Financial Officer’s report

- ‘1 l
2011 saw good financial progress
reflecting the improved trading
performance, strong cash flow
and capital discipline. Earnings
grew well and post-tax returns
on invested capitalincreased to
11.2%. Reed Elsevier’'s balance
sheet remains strong with
acquisition activity funded by free
cash flow and disposals and net
debt 2.3 times adjusted EBITDA.

REVENUE

£m

5,334 '
4-584

2007 2008 2009 2010 201

Reported figures

Total revenue was £6,002m (2010: £6,055m). At constant
currencies, revenue was flat compared with the prioryear,

but down 1% at reported exchange rates. Underlying revenue
growthwas 2%, or 3% excluding the net cycling out of biennial
exhibitions. This compares with underlying revenue growth in the
prioryear of 2%, or 1% excluding the biennial exhibition cycling.
The underlying revenue performance reflects the continued
portfolio development, new productintroduction, expanded sales
& marketing, and other actions taken to improve the business.
Revenue performance across the businessisdescribedin the
Business Review.

RECONCILIATION OF REPORTED REVENUES YEAR-ON-YEAR

YEARTO 31 DECEMBER £m Change
2010 revenue 6,055

Underlying growth 88 +2%
Acquisitions 46 +1%
Disposals (156) -3%
Currency effects (31) -1%
2011 revenue 6,002 -1%

Reported operating profit, afteramortisation of acquired
intangible assets, acquisition related costs and, in 2010,
exceptional restructuring costswas £1,205m (2010: £1,090m).
Theincrease reflects theimproved trading performance
described inthe Business Review and no exceptional
restructuring costs.

The amortisation charge in respect of acquired intangible assets,
including the share of amortisation injoint ventures, amounted to
£359m (2010: £349m).

Exceptional restructuring costs were nil (2010: £57m, in respect
of the restructuring of RBI). Acquisition related costs amounted

to £52m (2010: £50m), most significantly in respect of technology
integration within LexisNexis Risk Solutions. Disposals and other
non operating losses were £21m (2010: £46m), including the share
of disposal profitsinjoint ventures.

Net finance costs were lower at £235m (2010: £276m), reflecting
the strong free cash flow, term debt redemptions and the expiry
of interest rate swaps.

The reported profit before tax was £948m (2010: £768m). The
reported tax charge was £181m (2010: £120m). The reported net
profitattributable to the parent companies’ shareholders was
£760m (2010: £642m).
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2011 2010 atconstant Change
£m £m Change  currencies  underlying
Reportedfigures
Revenue 6,002 6,055 -1% 0% +2%
Operating profit 1,205 1,090 +11% +8%
Profit before tax 948 768 +23% +20%
Net profit 760 642 +18% +15%
Net borrowings 3,433 3,455 w
Adjusted figures 2
Operating profit 1,626 1,555 +5% +4% +5% 2
Operating margin 271% 25.7% +1.4%pts 5
Profit before tax 1,391 1,279 +9% +7% =
Net profit 1,060 983 +8% +6%
Operating cash flow 1,515 1,519 0% -1%
Operating cash flow conversion 93% 98%
Returnoninvested capital 11.2% 10.6% +0.6%pts

Reed Elsevier uses adjusted and underlying figures as additional performance measures. Adjusted figures are stated before the amortisation of acquired intangible assets,
exceptionalrestructuring (none in 2011) and acquisition related costs, disposal gains and losses and other non operating items, related tax effects and movements in deferred
taxationassetsand liabilities thatare not expected to crystallise in the near termand include the benefit of taxamortisation where available onacquired goodwill and
intangible assets. Adjusted operating profitis also grossed up to exclude the equity share of taxesinjointventures. Exceptional restructuring costsin 2010 related to the
restructuring of the Reed Business Information business. Acquisition related costs relate to acquisitionintegration and professional and other transaction related fees and
adjustments to deferred and contingent consideration. Reconciliations between the reported and adjusted figures are set outin note 10 to the combined financial statements.
Underlying growth rates are calculated at constant currencies, and exclude the results of allacquisitions and disposals made both in the year and prioryearand assets held for
sale.Constant currency growth ratesare based on 2010 full year average and hedge exchange rates.
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sales & marketing, reflecting the continued focus on process
efficiency and procurement savings, and the benefit of prioryear
restructuring. Total costs fell by 2% at constant currencies,
including acquisitions and disposals.

Adjusted operating profitwas £1,626m (2010: £1,555m), up 5%.
At constant currencies, adjusted operating profits were up 4%.
Underlying growth in adjusted operating profits was 5%.

Profit performance across the business is described in the The overalladjusted operating margin at 27.1% was 1.4 percentage
Business Review. points higher than lastyear. Thisincluded a 0.4 percentage point

benefitto margin of the multi-year subscription currency hedging
programme and other currency translation effects.

&
£m Change é
. . >
2010 adjusted operating profit 1,555 Oﬁ?:;:g O/:ZJ;?E: §
Underlying growth 73 +5% Revenue cost profit ®
Acquisitions 8 +1%  Elsevier +2% +1% +4%
Disposals (25) -2%  LexisNexisRisk Solutions +4% -1% +12%
Currencyeffects o ?® 1% LexisNexis Legal & Professional +1% +1% -2%
2011 adjusted operating profit 1,626 +5%  Reed Exhibitions 0% -1% +2%
Reed Business Information +1% -2% +15%
Underlying costs were flat against the prior year, despite business Reed Elsewer—underlymg A 0% +5%
growth and additional spending on new product development and
o
£m é
La7e 70 1555 1626 248% 259% 259% 257% 211% 3
1,137 ' ?
g
" o007 2008 2009 2000 2011 " o007 2008 2009 2000 2011 é
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The net pension expense, before the net pension financing credit,
was £96m (2010: £80m), the increase reflecting the effect of lower
discountrates on the service costand lower curtailment credits of
£9m (2010: £17m] from changes to plan design. The net pension
financing creditwas £34m (2010: £26m] reflecting the higher
market value of scheme assets at the beginning of the year
compared with ayear before. The share based and related
remuneration charge was £27m (2010: £11m).

Adjusted profit before taxwas £1,391m (2010: £1,279m), up 9%,
and up 7% at constant currencies, reflecting the increase in
adjusted operating profits and the lower netinterest expense.

2011 2010

£m £m

Adjusted profit before tax 1,391 1,279
Amortisation of acquired intangible assets (359) (349)
Exceptionalrestructuring costs - (57)
Acquisition related costs (52) (50)
Reclassification of tax in joint ventures (11) (9)
Disposals and other non operating items (21) (46)
Reported profit before tax 948 768

The effective tax rate on adjusted profit before tax at 23.3% was
0.6 percentage points higher thaninthe prioryear, reflecting the
geographic mix of the netincrease in pre-tax profits. The effective
tax rate on adjusted profit before tax excludes movementsin
deferred taxation assets and liabilities that are not expected to
crystalliseinthe nearterm, and includes the benefit of tax
amortisation where available on acquired goodwill and intangible
assets. This more closely aligns with cash tax costs over the
longerterm. Adjusted operating profits and taxation are grossed
up for the equity share of taxesinjointventures.

The application of tax law and practice is subject to some
uncertaintyand amounts are provided in respect of this.
Issues are raised during the course of regular tax audits
anddiscussionsincluding on the deductibility of interest on
cross-border financing are ongoing. Although the outcome
of openitems cannot be predicted, no materialimpacton
resultsis expected from suchissues.

The adjusted net profit attributable to shareholders of £1,060m
(2010: £983m) was up 8% and up 6% at constant currencies.

Adjusted operating cash flowwas £1,515m (2010: £1,519m),

flat compared with the prioryear ordown 1% at constant
currencies. The rate of conversion of adjusted operating profits
into cash flow was 93% (2010: 98%). The lower level of cash flow
conversion reflects higher capital expenditure in 2011 and lower
depreciation due to disposals and accelerated depreciation

in 2010.

201 2010

£m £m

Adjusted operating profit 1,626 1,555

Capital expenditure (350) (311)
Depreciation and amortisation of internally

developed intangible assets 207 237

Working capital and otheritems 32 38

Adjusted operating cash flow 1,515 1,519

Cash flow conversion 93% 98%

Capital expenditure included within adjusted operating cash flow
was £350m (2010: £311m), including £265m (2010: £228m) in
respect of capitalised development costsincluded within
internally generated intangible assets. The increase from the
prioryearreflectsincreased investmentin new products and
relatedinfrastructure, particularly in the LexisNexis Legal &
Professional business.

Free cashflow -afterinterestand taxation-was £1,062m

(2010: £1,131m)] before acquisition related spend and cash flows
relating to prioryear exceptional restructuring programmes.
The decrease reflects higher taxes paid at £218m (2010: £101m)
before taking account of tax reliefin respect of acquisition related
and exceptional restructuring spend, with 2010 benefiting from
tax repayments from prioryears.

Payments made in respect of acquisition related costs amounted
to £38m (2010: £51m), principally in respect of the ChoicePoint
integration. Paymentsinrespect of the prioryear exceptional
restructuring programmes were £562m (2010: £99m), principally
relating to severance and vacant property costs. Net tax paid was
reduced by £5m (2010: £42m] in respect of acquisition related and
exceptionalrestructuring spend.

Free cash flow before dividends was £977m (2010: £1,023m).
Ordinarydividends paid to shareholdersin the year, being the
2010 finaland 2011 interim dividends, amounted to £497m (2010:
£483m). Free cash flow after dividends was £480m (2010: £540m).
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2011 2010 2011 2010

£m £m £m £m

Adjusted operating cash flow 1,515 1,519 Netdebtat 1January (3,455) (3,931)

Interest paid (235) (287)  Free cash flow postdividends 480 540
Taxpaid e (218) 1T0T) Acquisitions/disposals:

Free cash flow before exceptional spend 1,062 1,131 Dispf?s.a.ls* 73 40

Restructuring/acquisition related costs* (85) (108) Acquisitions® (555 (39)

Free cash flow before dividends 977 1,023 Other (9) 1

Ordlnarydlwdends [ [497][483] Currencytranslation 24 (77)

Free cash flow post dividends 480 540 Net debtat 31 December (3,433) (3,455)

*Including cash taxrelief/repayments.

Debt

Netborrowings at 31 December 2011 were £3,433m, adecrease
of £22m since 31 December 2010. Excluding currency translation
effects, netdebtincreased by £2m, with acquisitions funded from
free cash flowand disposals. Expressedin US dollars, net
borrowings at31 December 2011 were $5,325m, a decrease

of $62m since 31 December 2010.

Gross borrowings after fair value adjustments at 31 December
2011 amounted to £4,282m (2010: £4,302m). The fair value of
related derivative assetswas £123m (2010: £105m). Cash
balances totalled £726m (2010: £742m).

Asat31 December 2011, aftertaking into accountinterest rate
and currency derivatives, a total of 69% of Reed Elsevier's gross
borrowings were at fixed rates with aweighted average remaining
life of 4.7 years and interest rate of 5.8%. Taking into account the
cashbalances and the fair value of derivatives, as at 31 December
2011,86% of Reed Elsevier's net borrowings were at fixed rates.

Cash spend onacquisitions, investments and the buy out of
non-controllinginterests was £557m, including debt acquired

of £18m and deferred consideration of £25m payable on past
acquisitions. Net cash proceeds from disposals was £80m. Net
tax paid was increased by £5m (2010: £50m repayment) in respect
of acquisitions and disposals. Net proceeds from the exercise of
share optionswere £9m (2010: £11m). No share repurchases were
made by the parent companies in the year (2010: nil) and no shares
of the parent companies were purchased by the employee benefit
trust (2010: nil).

*Including cash tax relief/payment.

The ratio of net debt to adjusted EBITDA (earnings before interest,
tax, depreciation and amortisation) at 31 December 2011 was

1.8x (2010: 1.9x), and 2.3x (2010: 2.5x) on a pensions and lease
adjusted basis.

Liquidity

InMay 2011, the first of two one year extension options was
exercised onthe US$2.0bn committed bank facility taking the
maturity to June 2014. This back up facility provides security of
funding for US$2.0bn of shortterm debt to June 2014. In January
2012,%$450m of US term debt maturing in June 2012 was
redeemed early, taking advantage of the make-whole election.

After taking account of committed bank facilities and available
cashresources, noborrowings mature until 2014. The strong
free cash flow of the business, the available resources and back
up facilities, and Reed Elsevier’s ability to access debt capital
markets are expected to provide sufficient liquidity to repay or
refinance borrowings as they mature.

Details on the treasury policies of the Combined Businesses are
on pages 46 and47andin note 18 to the Combined Financial
Statements.

97%  102%  99% 98% 93%

2007 2008 2009 2010 201

$m

991 1,015 950
594 620 551

500
286

2012 2013 2014 2015 2016 2017 2018 2019 2020 >2021
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2011 2010

£m £m

Goodwilland acquired intangible assets 7,628 7,429
Internally developed intangible assets 595 469
Investments and net assets held for sale 215 184
Property, plantand equipment 288 291

Net pension deficit (242) (170)

Working capital (1,060) (1,000)
Capitalemployed 7,424 7,203

Net capitalemployed was £7,424m (2010: £7,203m) at
31 December 2011, anincrease of £221m.

The carryingvalue of goodwilland acquired intangible assets
increased by £199m, reflecting acquisitions in 2011 less the annual
amortisation charge. Anamount of £311m was capitalised in the
yearasacquiredintangible assets and £300m as goodwill.

Development costs of £270m (2010: £228m) were capitalised
withininternally developed intangible assets most notably
investmentin new products and related infrastructure in the
LexisNexis Legal & Professional business.

Net pension obligations, i.e. pension obligations less pension
assets, at 31 December 2011 were £242m (31 December 2010:
£170m). Thisincluded a net deficit of £87m (31 December 2010:
£24m)inrespect of funded schemes, which were on average 98%
funded atthe end of the year. The increase in the overall net deficit
reflectsareductioninaverage discount rates atthe end of the year
compared with the end of the prioryear.

Negative working capitalincreased by £60m, reflecting an
increasein deferred revenue on subscription growth and lower
physicalinventory.

Gross capital employed at 31 December 2011 was £11,968m
(2010: £11,661m) after adding back cumulative accumulated
amortisation and impairment of acquired intangible assets and
goodwill. Theincrease of £307m principally reflects acquisition
activityand investmentsin new products and infrastructure.

Thereturnon average capitalemployed in theyearwas 11.2%
(2010:10.6%). This is based on adjusted operating profits for the
year, less tax at the effective rate, and the average of the capital
employed atthe beginning and end of the year, retranslated at
the average exchange rates, adjusted to exclude the gross up
to goodwillin respect of deferred tax liabilities established on
acquisitionsin relation tointangible assets. Theincreasein
thereturnreflects the improved trading performance, strong
cash flowand capital efficiency.

Structure

Elsevier Reed Finance BV, the Dutch parent company of the
Elsevier Reed Finance BV group ("ERF"), is directly owned by
Reed Elsevier PLC and Reed Elsevier NV. ERF provides treasury,
finance, intellectual propertyand reinsurance services to the
Reed Elsevier Group plc businesses throughits subsidiaries in
Switzerland: Elsevier Finance SA ("EFSA”), Elsevier Properties
SA("EPSA”) and Elsevier Risks SA["ERSA"). These three Swiss
companies are organised under one Swiss holding company,
whichisinturnowned by Elsevier Reed Finance BV.

Activities

EFSAisthe principaltreasury centre for the Reed Elsevier
combined businesses. Itis responsible for all aspects of treasury
advice and support for Reed Elsevier Group plc's businesses
operatingin Continental Europe, Latin America, the Pacific Rim,
India, Chinaand certain other territories, and undertakes foreign
exchange and derivatives dealing services for the whole of Reed
Elsevier. EFSAalsoarrangesordirectly provides Reed Elsevier
Group plc businesses with financing for acquisitions, product
developmentand other generalrequirements and manages cash
pools, investments and debt programmes on their behalf.

EPSAactively manages intellectual property assets including
trademarks such as The Lancet and databases such as Reaxys and
PharmaPendium.In 2011 it continued to strengthen its position
asacentre of excellence in the management and development of
intellectual property assets. ERSAis responsible for reinsurance
activities for Reed Elsevier.

Major developments

In2011, EFSAwas active in arranging the financing and foreign
currency contracts for Reed Elsevier Group plc companies related
tocross borderdividends and acquisitions. It negotiated and
advised Reed Elsevier Group plc companies ona number of
banking and cash managementarrangementsin Continental
Europe and Asia and continued to advise on treasury matters,
including interest rate, foreign currency and certain other
financial exposures.

The average balance of cash under management by EFSAin 2011,
on behalf of Reed Elsevier Group plc and its parent companies,
was approximately US$0.8bn (2010: US$0.8bn).

Liabilities and assets

At31 December2011,91% (2010: 84%) of ERF's gross assets
were heldin US dollars and 9% (2010: 15%] in euros, including
US$8.6bn (2010: US$8.7bn) and €0.6bn (2010: €0.6bn) in loans
to Reed Elsevier Group plc subsidiaries. Loans made to

Reed Elsevier Group plc businesses are funded from equity,
long term debt of US$2bn and short term debt of US$0.5bn
backed by committed bank facilities. Sources of long term
debtinclude Swiss domestic public bonds, bilateral term loans,
private placements and syndicated bank facilities. Short term
debtis primarily derived from euroand US commercial

paper programmes.
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201 2010 atconstant
Reed Elsevier PLC £m £m Change  currencies
Reported net profit 389 327 +19%
Adjusted net profit 561 520 +8% +6%
Reported earnings per share 32.4p 27.3p +19%
Adjusted earnings per share 46.7p 43.4p +8% +6% @
Ordinarydividend per share 21.55p 20.40p +6% %
o
Reed Elsevier NV €m €m g
Reported net profit 437 376 +16% =
Adjusted net profit 610 575 +6% +6%
Reported earnings pershare €0.59 €0.51 +16%
Adjusted earnings per share €0.83 €0.78 +6% +6%
Ordinarydividend per share €0.436 €0.412 +6%
Forthe parentcompanies, Reed Elsevier PLC and Reed Elsevier Dividend cover, based on adjusted earnings per share and the
NV, adjusted earnings per share were up 8% at 46.7p (2010: 43.4p) totalinterim and proposed final dividends for theyear, is 2.2 times 3
and 6% at€0.83(2010: €0.78) respectively. At constant rates of (2010: 2.1x) for Reed Elsevier PLC and 1.9 times (2010: 1.9x] for §
exchange, the adjusted earnings per share of both companies Reed Elsevier NV. The dividend policy of the parent companiesiis, o
increased by 6%. subject to currency considerations, to grow dividends broadly in ‘E
line with adjusted earnings per share whilst maintaining dividend g

The reported earnings per share for Reed Elsevier PLC
shareholders was 32.4p (2010: 27.3p) and for Reed Elsevier NV
shareholderswas€0.59 (2010: €0.51). The increase reflects the

cover (being the number of times the annual dividend is covered
by the adjusted earnings per share] of at least two times over the

improved trading performance, no exceptional restructuring longer term.
costsand lower netinterest expense.
The equalised final dividends proposed by the respective Boards
are 15.9p per share for Reed Elsevier PLC and €0.326 per share for
Reed Elsevier NV, 6% and 8% higher respectively compared with
the prioryearfinaldividends. This gives total dividends for the °
year of 21.55p (2010: 20.40p) and €0.436 (2010: €0.412), both up 2
6%. (The difference in growth ratesin the equalised final 3
dividends, andin the earlierinterim dividends, reflects changesin 3
the euro: sterling exchange rate since the respective prioryear
dividend announcement dates.)
o
Reed Elsevier PLC Reed Elsevier NV é
5% pence € Y
2 21.55 0.436 5
6% 20.40 . 0.412 . g
-6% s
-9% 2
2007 2008 2009 2010 201 A T P — g
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The combined financial statements are preparedinaccordance
with International Financial Reporting Standards as endorsed

by the European Unionand as issued by the International
Accounting Standards Board following the accounting policies
shown on pages 88to 93. The most significant accounting policies
in determining the financial condition and results of the combined
businesses, and those requiring the most subjective or complex
judgement, relate to the valuation of goodwill and intangible
assets, share based remuneration, pensions, litigation, taxation
and property provisioning. Further detailis provided in the
accounting policies on pages 91to0 93.

The Boards of Reed Elsevier PLC and Reed Elsevier NV have
requested that Reed Elsevier Group plcand Elsevier Reed Finance
BV have due regard to the bestinterests of Reed Elsevier PLC and
Reed Elsevier NVshareholdersin the formulation of treasury
policies. Financialinstruments are used to finance the Reed
Elsevier businessesandto hedge transactions. Reed Elsevier’s
businesses do not enterinto speculative transactions. The main
treasury risks faced by Reed Elsevier are liquidity risk, interest
raterisk, foreign currencyrisk and credit risk. The Boards of the
parent companies agree overall policy guidelines for managing
each of these risks and the Boards of Reed Elsevier Group plc and
Elsevier Finance SAagree policies (in line with parent company
guidelines] for their respective business and treasury centres.
Asummary of these policiesis given below.

Capitaland liquidity management

The capital structure is managed to support Reed Elsevier's
objective of maximising long term shareholdervalue through
appropriate security of funding, ready access to debt and capital
markets, cost effective borrowing and flexibility to fund business
and acquisition opportunities whilst maintaining appropriate
leverage to optimise the cost of capital.

Overthe long term Reed Elsevier targets cash flow conversion
(the proportion of adjusted operating profits converted into cash)
and credit metrics toreflect thisaim and thatare consistent with a
solid investment grade credit rating. Levels of net debt should not
exceed those consistent with such arating other than for relatively
short periods of time, forinstance following an acquisition. The
principal metrics utilised are free cash flow (after interest, tax and
dividends) to net debt, net debt to EBITDA (earnings before
interest, taxation, depreciation and amortisation) and EBITDA to
netinterestand these metrics are monitored and reported to
senior managementand the board representatives on a quarterly
basis. Cash flow conversion of 90% or higher is consistent with the
rating target. The cash flow conversion in 2011 was 93% and as at
31 December 2011 net debt to adjusted EBITDAwas 2.3x (2010:
2.5x) onapensions and lease adjusted basis.

Reed Elsevier's use of cash over the longer term reflects these
objectivesthrough a progressive dividend policy, selective
acquisitions and, from time to time when conditions suggest,
share repurchases whilst retaining the balance sheet strength to
maintain access to the most cost effective sources of borrowing
and to support Reed Elsevier’s strategicambitionin evolving
publishing and information markets.

The balance of long term debt, short term debtand committed
bank facilities is managed to provide security of funding, taking
into account the cash generation of the business and the uncertain
size and timing of acquisition spend. Reed Elsevier maintains
arange of borrowing facilities and debt programmes froma
variety of sources to fundits requirements at short notice and at
competitive rates. The significance of Reed Elsevier Group plc’s
US operations means that the majority of debt is denominated in
US dollars. Policy requires that no more than US$1.5bn of term
debtissues should mature inany 12-month period and no more
than US$3.0bnin any 36-month period. In addition, minimum
levels of borrowings with maturities over three and five years are
specified, depending on the level of net debt and free cash flow.
Fromtimetotime, Reed Elsevier may redeem termdebtearly or
repurchase outstanding debtin the open market depending on
market conditions.

There were no changesto Reed Elsevier’s long term approach
to capitaland liquidity management during the year.

Interest rate exposure management

Reed Elsevier'sinterest rate exposure management policy is
aimed atreducing the exposure of the combined businesses to
changesininterestrates. The proportion of interest expense that
is fixed on net debtis determined by reference to the level of net
interest cover. Reed Elsevier uses fixed rate term debt, interest
rate swaps, forward rate agreements and interest rate options to
manage the exposure. Interest rate derivatives are used only to
hedge an underlying risk and no net market positions are held.

Aftertakingintoaccountinterestrate and currency derivatives,
at 31 December 2011 interest expense was fixed on an average

of £2.4bn of forecast debt for the next 24 months. This fixed rate
debtreducesto £2.0bn by the end of 2013 and reduces further
thereafter with all but £0.4bn of fixed rate term debt (not swapped
to floating rate) having matured by the end of 2019.

At 31 December 2011, fixed rate term debt (not swapped to floating
rate]amounted to £2.4bn (2010: £2.5bn) and had a weighted average
life remaining of 5.7 years (2010: 6.4 years) and a weighted average
interest rate of 6.5% (2010: 6.4%). Interest rate derivativesin place
at31 December 2011, which fix the interest cost on an additional
£0.6bn (2010: £0.6bn) of variable rate debt, have aweighted average
maturity of 0.8 years (2010: 1.1 years] and a weighted average
interest rate of 3.2% (2010: 4.2%).
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Foreign currency exposure management

Translation exposures arise on the earnings and net assets of
business operationsin countries other than those of each parent
company. These exposures are hedged, to a significant extent, by a
policy of denominating borrowingsin currencies where significant
translation exposures exist, most notably US dollars. Currency
exposuresontransactions denominatedin aforeign currency
arerequiredtobe hedged using forward contracts. In addition,
recurring transactions and future investment exposures may be
hedged, in advance of becoming contractual. The precise policy
differs according to the specific circumstances of the individual
businesses. Highly predictable future cash flows may be covered
fortransactions expected to occur during the next 24 months (50
months for Elsevier science and medical subscription businesses)
within limits defined according to the period before the transaction
is expected to become contractual. Cover takes the form of foreign
exchange forward contracts.

Asat 31 December 2011, the amount of outstanding foreign
exchange coveragainst future transactions was £1.3bn
(2010: £1.1bn).

Creditrisk

Reed Elsevier has a credit exposure for the full principalamount
of cash and cash equivalents held with individual counterparties.
Inaddition, it has a credit risk from the potential non performance
by counterparties to financialinstruments; this credit risk
normally being restricted to the amounts of any hedge gain and
not the full principalamount being hedged. Credit risks are
controlled by monitoring the credit quality of counterparties,
principally licensed commercial banks and investment banks
with strong long term credit ratings, and the amounts outstanding
with each of them.

Reed Elsevier hastreasury policies in place which do not allow
concentrations of risk with individual counterparties and do not
allow significant treasury exposures with counterparties which
arerated lower than A/A2 by Standard & Poor’s, Moody's or Fitch.
At31December 2011, cash and cash equivalents totalled £726m,
of which 98% was held with banks rated A/A2 or better.

Mark Armour
Chief Financial Officer
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Principal risks

Reed Elsevier has established risk management practices that
areembedded into the operations of the businesses, based on
the framework in internal controlissued by the Committee of
Sponsoring Organisations of the Treadway Commission (COS0]).
The principal risks facing Reed Elsevier, which have been
considered by the Audit Committees and Boards, are described
below. Itis not possible to identify every risk that could affect our
businesses, and the actions taken to mitigate the risks described
below cannot provide absolute assurance thatarisk will not
materialise and/or adversely affect our business or financial

performance. Our risk managementand internal control
processesaredescribed in the Structure and Corporate
Governance section. Adescription of the businessand a
discussion of factors affecting performance is set outin the Chief
Executive Officer'sreportand Business Review. Financial risks
arediscussedinthe Chief Financial Officer's reportand in note 18
to the combined financial statements. Our approach to managing
environmentaland other nonfinancialrisksis set outin the
Business Review and the separate Corporate Responsibility
Report. Important specific risks identified include:

Risk Descriptionand impact Mitigation
Economyand Demand forour products and services may be Ourbusinesses are focused on professional markets
market impacted by factors such as the economic environment which have generally been more resilientin periods
conditions inthe US, Europe and other major economies, and of economic downturn. We deliver information
government funding. solutions, many on a subscription basis, which
areimportantto our customers’ effectiveness
and effici
Intellectual Our products and services are largely comprised of We actively engage in developing and promoting the

propertyrights

Dataresources

Paid

subscriptions

intellectual property content delivered through avariety
of media. Werely ontrademark, copyright, patentand
otherintellectual property laws to establish and protect
our proprietaryrightsinthese products and services.
Thereisarisk thatour proprietaryrights could be
challenged, limited, invalidated or circumvented which
may impact demand for and pricing of our products

and services.

legal protection of intellectual property rights. In our
businesses, subscription contracts with customers
contain provisions as to the use of proprietary content.
We arealsovigilantastothe use of our contentand,
asappropriate, take legalaction to challenge illegal
distribution sources.

Anumber of our businesses rely extensively upon
contentand data from external sources. Data s
obtained from public records, governmental
authorities, customers and otherinformation
companies, including competitors. The disruption or
loss of data sources, because of changes in the law or
because data suppliers decide not to supply them, could
adversely affect our products and services if we were
unable toarrange for substitute sourcesin atimely
manneroratall.

We seek as far as possible to have proprietary content.
Where contentis supplied to us by third parties, we seek
to have contracts which provide mutual commercial
benefit. We also maintain an active dialogue with
regulatory authorities on privacy and other data related
issues, and promote, with others, the responsible use
of data.

Our scientific, technicaland medical (STM) primary
publications, like those of most of our competitors,
are published on a paid subscription basis. Thereis
continuous debate in the government, academic
and library communities, which are the principal
customers for our STM publications, regarding
whether such publications should be funded
instead through fees charged to authors and from
governmentaland other subsidies or made freely
available after a period following publication. If these
methods of STM publishing are widely adopted or
mandated, it could adversely affect our revenue
from paid subscription publications.

We engage extensively with stakeholdersinthe STM
community to better understand their needs and deliver
value to them. While we adopt a number of publishing
models and continue to experiment, through the
principal paid subscription model we encourage the
submission of research output by scientists without the
penalty of publishing cost. We focus on the integrity and
quality of research through the editorial and peer review
process; we invest in efficient editorial and distribution
platformsandininnovationin platformsand tools to
make contentand data more accessible and actionable;
and we ensurevigilance on plagiarism and the long term
preservation of research findings.
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Risk Descriptionandimpact Mitigation

Customer Reed Elsevier's businesses are dependenton the We are focused on the needs and economics of our

acceptance of continued acceptance by our customers of our customers and seek to provide contentand innovative

products products and services and the value placed on them. solutions that help them achieve better outcomesand
Failure to meet evolving customer needs could impact enhance productivity.
demand for our products and consequently adversely
affectour revenue.

Competition Our businesses operateln hlghlycompetltlve To remain competltlvewe continuously invest
markets. These markets continue to change in significant resourcesin our products and services,
response to technologicalinnovations, changing and theinfrastructure to supportthem. We gain
legislation, regulatory changes, the entrance of new insights into our markets, evolving customers’ needs
competitorsand other factors. Failure to anticipate and opportunities, the potential application of new
market trends could impact the competitiveness of our technologies and business models, and the actions
productsand services and consequently adversely of competitors, and these insights inform our market
affectour revenue. strategles and operatlonalprlorltles

Acquisitions Weacquire busmessesto reshape and strengthen our Ouracquisitions are made within the framework of our
portfolio. If we are unable to generate the anticipated overall strategy. We have awell formulated process for
benefits such as revenue growth, synergies and/or reviewing and executing acquisitions and for managing
cost savings associated with these acquisitions this the postacquisitionintegration. This processis
could adversely affect return oninvested capitaland underpinned with clear strategic, financial and ethical
financial condition. acquisition criteria. We closely monitor the

performance of acquisitions.

Risk Descriptionand impact Mitigation

Technology Ourbusinesses are increasingly dependent on We have established procedures for the protection of

failure electronic platforms and networks, primarily the our technology assets. These include the development

Data security

Supply chain

dependencies

internet, for delivery of products and services. They
could be adversely affected if our electronic delivery

platforms and networks experience a significant failure,
|nterrupt|on orsecurlty breach.

of business continuity plans, including IT disaster
recovery plansand back-up delivery systems, to
reduce businessdisruption in the event of a major
technologyfallure

Ourbusinesses maintain databases and |nformat|on
online, including personalinformation. Breaches of
our data security or failure to comply with applicable
legislation or regulatory or contractual requirements
could damage our reputation and expose us to risk of
loss orlltlgat|on and |ncreased regulation.

We have established data privacy and security
programmes. We test and re-evaluate our procedures
and controls with the aim of ensuring that personal
datais protected and that we comply with relevant
legislation, regulatory and contractual requirements.

Our organlsatlonaland operational structures have
increased dependency on outsourced and offshored
functions. Poor performance or failure of third parties
towhom we have outsourced activities could adversely
affect our business performance, reputationand
financial condition.

We select ourvendors with care and establish service

level agreements that we closely monitor, including
through key performance indicators and targeted
supplier audits. We have also developed business
continuity plans to reduce disruption in the event of
amajor failure by avendor.
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Risk Descriptionand impact Mitigation

Pensions We operate anumber of pension schemes around the We have well established professional management
world, the largest schemes being of the defined benefit of our pension schemes and we focus on maintaining
typeinthe UK, the US and the Netherlands. The assets appropriate assetallocation and plan designs. We
and obligations associated with defined benefit pension review our funding requirements on a regular basis with
schemes are particularly sensitive to changes in the the assistance of independent actuaries and ensure that
marketvalues of assets and the market related the funding plans are sufficient to meet future liabilities.
assumptions used to value scheme liabilities. Adverse
changestointeraliaassetvalues, discount rates or
inflation could increase future pension costs and
funding requirements.

Tax Our businesses operate worldwide and our earningsare ~ We have clear and consistent tax policies and tax
subject to taxation in many differingjurisdictions and at matters are dealt with by a professional tax function,
differing rates. We seek to organise our affairsin a tax supported by external tax advisors. We maintainan
efficient manner, taking account of the jurisdictionsin opendialogue with the relevant tax authorities and are
which we operate. However, tax laws that apply to Reed vigilantin ensuring that we comply with tax legislation.
Elsevier businesses may be amended by the relevant
authorities orinterpreted differently which could
adversely affect our reported results.

Treasury The Reed Elsevier combined financial statements Reed Elsevier'sapproach to fundingand management
are expressedin pounds sterlingand are subject to of interest rate and foreign currency exposures is
movements in exchange rates on the translation of the described on pages4éand47. The approachtothe
financialinformation of businesses whose operational management of financial risks is described in note 18
currencies are other than sterling. The USis our most tothe combined financial statements.
important marketand, accordingly, significant
fluctuationsin the US dollar exchange rate could
significantly affect our reported results.

Macro economic, politicaland market conditions may
also adversely affect the availability of shortand long
term funding, volatility of interest rates, currency
exchange rates and inflation.
Risk Descriptionandimpact Mitigation
Ethics As aworld leading provider of professionalinformation The Reed Elsevier Code of Ethics and Business Conduct

Environmental

solutions to the Science, Medical, Risk, Legaland
Business sectors we are expected to adhere to high
standards of independence and ethical conduct.
Abreach of generally accepted ethical business
standards could adversely affect our business
performance, reputation and financial condition.

is provided to every employee and is supported by
training on specific topics. It encompasses such topics
as fair competition, anti-bribery and human rights and
itencourages openand principled behaviour. We also
have well established processes for reporting and
investigating unethical conduct. Our major suppliers
arerequired toadopt our Supplier Code of Conduct.

Reed Elsevierandits businesses have animpacton
the environment, principally through the use of energy
and water, waste generation and, in our supply chain,
through our paper use and printand production
technologies. Failure to manage our environmental
impact could adversely affect our reputation.

We are committed to reducing these impacts by limiting
resource use and by efficiently employing sustainable
materials and technologies. We require our major
suppliersand contractors to meet the same objectives.
We seek to ensure that Reed Elsevier's businesses are
compliantwith all relevant environmental regulation.
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Board Directors

Non-Executive Directors

Anthony Habgood (5)
Chairman

HOe

Mark Elliott (62) [ T X3
Chairman of the Remuneration Committee

Appointed: Chief Executive Officer since 2009.
Joined Reed Elsevier as Chief Executive Officer
of Elsevierin 2004

Nationality: Swedish

Pastappointments: Priortojoining Reed
Elsevier wasa partnerat General Atlantic
Partners. Before that was Presidentand Chief
Operating Officer of Random House Incand,
beforeits mergerwith Random House,
Presidentand Chief Executive Officer of Bantam
Doubleday Dell, North America. Began his
careerasa consultantwith McKinsey. Served
asanon-executive director of Eniro AB and
Svenska Cellulosa Aktiebolaget SCA.
Education: Holds a BSc from Stockholm School
of Economics, an MSc from the Royal Institute of
Technologyin Stockholm, and gained an MBA
from Harvard Business Schoolas a Fulbright
Scholar.

Appointed: 2009

Nationality: British

Otherappointments: Chairman of Whitbread plc
and of Preqin Holding Limited.
Pastappointments: Chairman of Bunzl plcand
of Molnlycke Healthcare Limited and served as
Chief Executive of Bunzl plc, Chief Executive of
Tootal Group plcand adirector of The Boston
Consulting Group Inc. Formerly non-executive
director of Geest plc; Marks and Spencerplc;
National Westminster Bank plc; Powergen plc;
and SVG Capitalplc.

Education: Holds an MAiin Economics from
Cambridge Universityand an MSin Industrial
Administration from Carnegie Mellon
University. Heis avisiting Fellow at

Oxford University.

Appointed: 2003

Nationality: American

Otherappointments: Chairman of QinetiQ Group
plcandanon-executive director of G4S plc.
Pastappointments: Until his retirementin 2008,
was general manager of IBM Global Solutions,
having held anumber of positions with IBM,
including managing director of IBM Europe,
Middle Eastand Africa.

Robert Polet (56) He
Non-Executive Director

Sir David Reid (65) ANOe

Senior Independent Director

Appointed: 1996

Nationality: British

Otherappointments: Non-executive director
of SABMiller plc.

Pastappointments: Priortojoining Reed
Elsevier as Deputy Chief Financial Officerin
1995, was a partnerin Price Waterhouse.
Education: Holdsan MAin Engineering from
Cambridge Universityand qualifiedasa
Chartered Accountant.

Appointed: 2007

Nationality: Dutch

Otherappointments: Chairman of Safilo Group
S.p.A.and anon-executive director of: Philip
Morris InternationalInc; Wilderness Holdings
Limited; and William Grant & Sons Limited.
Member of the supervisory board of Nyenrode
Foundation.

Pastappointments: Presidentand Chief
Executive Officer of Gucci Group from 2004

to 2011, having previously spent 26 years at
Unilever workinginavariety of marketing and
senior executive positions throughout the world,
including president of Unilever’s Worldwide Ice
Creamand Frozen Foods division.

Appointed: 2003

Nationality: British

Other appointments: Chairman of

Intertek Group plc.

Pastappointments: Was Chairman of Tesco PLC
from 2004 to 2011, having previously been
Executive Deputy Chairman until December
2003, and Finance Director from 1985t0 1997.
Formerly Chairman of Kwik-Fitand a
non-executive director of De Vere PLC,

Legal & General Group plcand Westbury PLC.
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Adrian Hennah (54) AS
Non-Executive Director

LisaHook (53) AGO
Non-Executive Director

Appointed: April 2011

Nationality: British

Otherappointments: Chief Financial Officer

of Smith & Nephew plc.

Pastappointments: Chief Financial Officer of
Invensys plc, having previously held various
senior finance and management positions with
GlaxoSmithKline for 18 years.

Benvander Veer (60) AGe

Appointed: 2009

Nationality: Dutch

Otherappointments: Member of the
supervisoryboards of AEGON NV, TomTom NV,
Siemens Nederland NV and Koninklijke
FrieslandCampina NV.

Pastappointments: Chairman of the executive
board of KPMGin the Netherlandsanda
member of the management committee of the
KPMG International board until his retirement
in 2008, having joined KPMG in 1976.

Appointed: 2006

Nationality: American

Otherappointments: Presidentand Chief
Executive Officer of Neustar Incand adirector
of The Ocean Foundation.

Pastappointments: Presidentand Chief
Executive Officerat Sun Rocket Inc. Before that
shewas President of AOL Broadband, Premium
and Developer Services. Priorto joining AOL,
shewasafounding partner at Brera Capital
Partners LLC. Previously Chief Operating
Officer of Time Warner Telecommunications
and has served as senior advisor to the Federal
Communications Commission Chairman and
aseniorcounseltoViacom Cable.

Marike van Lier Lels (52) *
Member of the Supervisory Board
of Reed Elsevier NV

Appointed: 2010

Nationality: Dutch

Otherappointments: Member of the supervisory
boards of KPN NV, USG People NV, TKH Group
NVand Maersk BV. Amember of various Dutch
governmentaladvisory boards.
Pastappointments: Executive Vice President
and Chief Operating Officer of the Schiphol
Group. Priortojoining Schiphol Group, was a
member of the executive board of Deutsche
Post Euro Express and held various senior
positions with Nedlloyd.

Board Committee Membership

A AuditCommittees: Reed Elsevier Group plc, Reed
Elsevier PLC and Reed Elsevier NV

B Remuneration Committee: Reed Elsevier Group plc

® Nominations Committee:joint Reed Elsevier PLC
and Reed Elsevier NV

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

Both of the executive directorsaredirectors of Reed
Elsevier Group plcand Reed Elsevier PLC and
members of the Executive Board of Reed Elsevier NV.

Mrsvan Lier Lelsisamemberofthe Supervisory Board
of Reed Elsevier NV. All of the other non-executive
directorsaredirectors of Reed Elsevier Group plcand
Reed Elsevier PLC and members of the Supervisory
Board of Reed Elsevier NV.

MB3IAIBAQ

MalAalssaulsng

MalA3J |eIDURUI

95UBUIBA0G

UOI}RW.I0JUI J3Y}0 PUB S}UBWI)R]S |eIdURUL



GOVERNANCE

04

CHAIRMAN'SINTRODUCTION TO CORPORATE GOVERNANCE

Chairman’s introduction to corporate governance

The Board of Reed Elsevier Group plc, Reed Elsevier PLC and the
Combined Board of Reed Elsevier NV (the Boards) are responsible
forthe governance of Reed Elsevier and have putin place
procedureswhich provide accountability, transparency, probity
and afocusonthe sustainable success of Reed Elsevier over the
longerterm.

| believe that the Boards and their committees have a good
combination of skills and experience and we continue to review
the balance of the Boards in our succession planning to ensure
thereisanappropriate balance of skills, experience,
independence, knowledge and diversity on the Board.

Thereports of the committees on the following pages in this
section explain the systemsin place to ensure compliance with
applicable corporate governance policiesin the areas of board
composition (including diversity) and assessment of board
effectiveness, remuneration policy, systems of internal control
and risk managementand relations with shareholders.

The main areas of focus concerning corporate governance during
2011 were:

The Boards considered the changes introduced by the UK
Corporate Governance Code published in May 2010, and lam
pleasedtoreportthat Reed Elsevier fully complied with the
new Code during theyear.

The Boards considered their policy on board diversity,
including female representation on the Boards, and in
September 2011 announced their aspirational goals regarding
the percentage of women they aim to have on the Boards.

The Nominations Committee has continued to plan for the
orderly succession of non-executive directors to the Boards,
ensuring thatthereis progressive refreshing of the Boards
whilst maintaining the right balance of skills, experience,
independence and knowledge.

Following the announcement that Mark Armour, Chief
Financial Officer, would be retiring at the end of 2012, the
Boards have putin place a process for the recruitment of
asuccessor.

An externalindependent evaluation of the performance of the
Boards, their committees and directors was undertaken.

Atalentreview of key executive positions was conducted
during 2011.

The Audit Committees conducted a formal review during
2011 of the performance of the external auditors and the
effectiveness of the externalaudit process and reviewed
theresources, budget and effectiveness of the internal
audit function.

The Audit Committees received presentations from divisional
CFOswithin Reed Elsevier on the finance organisation, finance
priorities and risk management of their respective divisions,
updates from the Reed Elsevier Group plc group treasureron
pensionarrangements and funding, compliance with treasury
policies and risk managementand a presentation from the
head of group taxation on tax policies and related matters.

The following reports describe in more detail how Reed Elsevier
has applied the principles of good governance in the activities
of the Boards.

Anthony Habgood
Chairman
15 February 2012

The following chartoutlines areas of significant skills and expertise of the non-executive directors on the Boards.

Percentage of the
non-executive

directors
Executive board experienceinalargeinternational listed company 56
Knowledge of corporate governance issues for listed companies 89
Operational experience in Reed Elsevier’s product markets 33
Operational experience in Reed Elsevier's main geographical markets 89
Marketing, customer relations 78
Operational experience with telecommunication/computer technology, electronic publishing 56
Management of human resources, selection and remuneration of executives 89
Corporate social responsibility 89
Legal matters 78
Banking, taxand corporate finance 4b
Financialand organisational audit 67
Corporate strategy and organisation 89
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Structure and corporate governance

REED ELSEVIER PLC REED ELSEVIER NV

REED ELSEVIER GROUP PLC
Publishing and Information Businesses

LexisNexis Reed
Reed A
o Business
Exhibitions .
Information

LexisNexis
Risk Legal &
Solutions Professional

Reed Elsevier was created in January 1993, when Reed Elsevier
PLC and Reed Elsevier NV contributed their respective
businesses to two jointly owned companies, Reed Elsevier Group
plc,a UKregistered companywhich owns the publishing and
information businesses, and Elsevier Reed Finance BV, a Dutch
registered company which owns the financing activities. Reed
Elsevier PLC and Reed Elsevier NV have retained their separate
legaland nationalidentities and are publicly held companies.
Reed Elsevier PLC's securities are listed in London and New York,
and Reed Elsevier NV's securities are listed in Amsterdam and
New York. Following the merger of their respective businesses,
Reed Elsevier PLC and Reed Elsevier NV entered into a Governing
Agreement to regulate their relationship, including the economic
interests of the parties and the composition of their Boards and
those of Reed Elsevier Group plc and of Elsevier Reed Finance BV.

Equalisation arrangements

Reed Elsevier PLC and Reed Elsevier NV each hold a50% interest
in Reed Elsevier Group plc. Reed Elsevier PLC holds a 39%
interestin Elsevier Reed Finance BV, with Reed Elsevier NV
holding a 61% interest. Reed Elsevier PLC additionally holds a
5.8% indirect equity interestin Reed Elsevier NV, reflecting the
arrangements entered into between the two companies at the
time of the merger, which determined the equalisation ratio
whereby one Reed Elsevier NVordinary share s, in broad terms,
intended to confer equivalent economicintereststo 1.538 Reed
Elsevier PLC ordinary shares. The equalisation ratiois subject to
change toreflect share splits and similar events that affect the
number of outstanding ordinary shares of either Reed Elsevier
PLC or Reed Elsevier NV.

Underthe equalisationarrangements, Reed Elsevier PLC
shareholders have a 52.9% economicinterestin the Reed Elsevier
combined businesses, and Reed Elsevier NV shareholders (other
than Reed Elsevier PLC) have a 47.1% economic interestin the
Reed Elsevier combined businesses. Holders of ordinary shares
in Reed Elsevier PLC and Reed Elsevier NV enjoy substantially
equivalentdividend and capital rights with respect to their
ordinary shares.

ELSEVIER REED FINANCE BV
Financing Activities

The Boards of both Reed Elsevier PLC and Reed Elsevier NV have
agreed, other thanin special circumstances, to recommend
equivalent gross dividends (including, with respect to the dividend
on Reed Elsevier PLC ordinary shares, the associated UK tax
credit) based on the equalisation ratio. AReed Elsevier PLC
ordinary share pays dividends in sterlingand is subject to UK tax
lawwith respect to dividend and capital rights. AReed Elsevier NV
ordinary share pays dividends in euros and is subject to Dutch tax
lawwith respect to dividend and capital rights. The exchange

rate used for each dividend calculation is the spot euro/sterling
exchange rate, averaged overa period of five consecutive business
days commencing on the tenth business day before the
announcement of the proposed dividend.

Compliance with codes of best practice

The Boards of Reed Elsevier PLC and Reed Elsevier NV have
implemented standards of corporate governance and disclosure
policies applicable to companies listed on the stock exchanges of
the United Kingdom, the Netherlands and the United States. The
effect of thisis thata standard applying to one will, where notin
conflict, also be observed by the other.

The Boards of Reed Elsevier PLC and Reed Elsevier NV (which
comprises an Executive Board and a Supervisory Board, together
the Combined Board) support the principles and provisions of
corporate governance contained in the UK Corporate Governance
Codeissued by the Financial Reporting Councilin May 2010 (the
UK Code) and those contained in the Dutch Corporate Governance
Codeissued in December 2008 (the Dutch Code). The principles
and provisions set outinthe UK Code and the Dutch Code have
applied throughout the financial year ended 31 December 2011.
Reed Elsevier PLC, which has its primary listing on the London
Stock Exchange, has complied throughout the year with the UK
Code. Reed Elsevier NV, which has its primary listing on the
Euronext Amsterdam Stock Exchange, has complied throughout
the year with the UK Code, and subject to limited exceptions as
explainedinthe Reed Elsevier NV Report of the Supervisory Board
and the Executive Board on pages 162to 165, has applied the best
practice provisions of the Dutch Code. The ways inwhich Reed
Elsevier PLC and Reed Elsevier NV have applied the main
principles of the UK Code are described below. For further
information on the application of the Dutch Code by Reed Elsevier
NV, see the Corporate Governance Statement of Reed Elsevier NV
published on the Reed Elsevier website, www.reedelsevier.com.

Business model

Asrequired by C.1.2 of the UK Code, pages 4 to 28 describe the
businessandthe progress made in 2011 against Reed Elsevier's
long term business priorities, aimed to deliver better outcomes
for our customers and create value for Reed Elsevier and
shareholders.
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Relations with shareholders

Reed Elsevier PLC and Reed Elsevier NV participate in regular
dialogue with institutional shareholders. Presentations are made
by the Chairman, Chief Executive Officer and Chief Financial
Officer following the announcement of the interim and full year
results and these are simultaneously webcast. A conference call
with investors was also held following the third quarter Interim
Management Statement. Two investor seminars on specific areas
of the business were held in 2011 whichwere alsowebcast and
currently for 2012 two investor seminars are planned and these
will also be webcast. The Chief Executive Officer, the Chief
Financial Officer and the investor relations team meet institutional
shareholders onaregular basis and the Chairman also makes
himself available to majorinstitutions as appropriate. Atrading
updateis provided ahead of the Annual General Meetings of the
two companies and towards the end of the financial year through
Interim Management Statements. The interim and annual results
announcements and presentations, together with the Interim
Management Statements, investor seminar presentations and
otherimportantannouncements and corporate governance
documents concerning Reed Elsevier, are published on the Reed
Elsevier website, www.reedelsevier.com. Inaccordance with the
provisions of the Dutch Code, Reed Elsevier NV has adopted a
bilateral shareholder contact policy, whichis also published on
the Reed Elsevier website. The Boards of Reed Elsevier PLC and
Reed Elsevier NV commission periodic reports on the attitudes
and views of the companies’institutional shareholders and the
results are presented to the respective Boards.

Both Reed Elsevier PLC and Reed Elsevier NV offer e-voting
facilitiesin relation to proxyvoting at shareholder meetings.

The Annual General Meetings provide an opportunity for the
Boards to communicate with individual shareholders. The
Chairman, the Chief Executive Officer, the Chief Financial Officer,
the chairmen of the Board Committees, otherdirectorsanda
representative of the external auditors are available to answer
questions from shareholders.

Boardinduction and information

Onappointmentand as required, directors receive training
appropriate to their level of previous experience. Thisincludes the
provision of a tailored induction programme so as to provide newly
appointed directors with information about the Reed Elsevier
businessesand otherrelevantinformation to assistthemin
performing their duties. Non-executive directors are encouraged
tovisitthe Reed Elsevier businesses to meet management and
senior staff.

Alldirectors have fulland timely access to the information
required to discharge their responsibilities fully and efficiently.
They have access to the services of the respective company
secretaries, other members of Reed Elsevier's managementand
staff, and external advisors. Directors may take independent
professionaladvice in the furtherance of their duties, at the
relevantcompany’s expense.

Inaddition to scheduled board and board committee meetings held
during theyear, directors attend many other meetings and site visits.
Where adirectoris unable to attend a board or board committee
meeting he or sheis provided with all relevant papers and information
relating to that meetingandis able todiscussissues arising with
the respective chairman and other board members.

Board evaluation

In 2011 the Corporate Governance Committee appointed an
external evaluator (Consilium Board Review), who had no other
connectionwith Reed Elsevier, to carryoutanindependent
evaluation of the Boards’ effectiveness. The external evaluator
used questionnaires completed by all directors, had meetings
with each of the directors and attended a meeting of the Boards.
The Chairmanalso held interviews with each member of the
Boards to individually discuss board effectiveness and the review
of the Chairman was led by the seniorindependentdirector. The
operation and constitution of the Boards and their Committees
were also evaluated and the findings reported to the Boards.

The Committee and the Boards have fully reviewed and discussed
the findings of the independent evaluation of the performance of
the Boards and their Committees and the individual directors. The
seniorindependentdirector also led the Committee’s review of the
assessment as it related to the Chairman during which he
absented himself from the meeting. Based on the assessments of
each directorand on the board effectiveness review, the
Committee believes that the performance of each director
continues to be effective and that they demonstrate commitment
totheirrespective rolesin Reed Elsevier.

The Committee also believes, based on the review, that the Boards
function effectively and collaboratively and with an appropriate
level of engagement with management. In seeking to furtherits
effectiveness, the Boards willwork to ensure they achieve an
appropriate balance of focus among financial, operationaland
strategic matters at each board meeting, in line with the
recommendations of the review.

The Board of Reed Elsevier PLC, the Combined Board of Reed
Elsevier NVandthe Board of Reed Elsevier Group plcare
harmonised. All of the directors of Reed Elsevier Group plcare
alsodirectors of Reed Elsevier PLC and are amember of either
the Executive Board or the Supervisory Board of Reed Elsevier NV.
Reed Elsevier NV may nominate for appointment to the
Supervisory Board up to two directors who are not appointed
tothe Boards of either Reed Elsevier PLC or Reed Elsevier
Group plc. Currently, one such director has been appointed
tothe Supervisory Board. The names, nationality and
biographical details of each director at the date of this report
appearon pages 52and 53.

Thereisaschedule of matters reserved to the Boards and
approved delegated authorities to the Chief Executive Officer
and other senior executives. Thereis a clear separation of the
roles of the Chairman and the Chief Executive Officer which
issetoutinwriting.

The Boards of Reed Elsevier PLC, Reed Elsevier NV, Reed Elsevier
Group plcand Elsevier Reed Finance BV each comprise a balance
of executive and non-executive directors who bring awide range
of skills and experience to the deliberations of the Boards. The
Boards reviewthe independence of the non-executive directors
everyyear, based on the criteriaforindependence setoutin the
UK Code. The UK Code does not consider the Chairman to be
independent due to the unique role the Chairman hasin corporate
governance. Notwithstanding this, Anthony Habgood met the
independence criteria contained in the UK Code when he was
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appointed Chairmanin 2009. The Boards considerall non-
executive directors (other than the Chairman) to be independent
of managementand free from any business or other relationship
which could materially interfere with their ability to exercise
independent judgement.

Notwithstanding that Mark Elliott and Sir David Reid will at the
time of the forthcoming Annual General Meeting have served on
the Boards for nine years, they will both stand for re-appointment
toallow foranorderly transition to newly appointed directors. The
Boards have determined that they remain independentin character
andjudgement despite having served on the Boards for more than
nineyearsandtherearealso norelationships or circumstances
which are likely to affect theirindependentjudgement.

The Boards of Reed Elsevier PLC and of Reed Elsevier NV have
appointed Sir David Reid to act as seniorindependent director,
who is available to meet with institutional shareholders and assist
inresolving concernsin cases where alternative channelsare
deemed inappropriate. The seniorindependent directoralso leads
the annual assessment of the functioning and performance of

the Chairman of Reed Elsevier PLC/Chairman of the Supervisory
Board of Reed Elsevier NV. A profile, which identifies the skills and
experience of the non-executive directors of Reed Elsevier PLC
and the members of the Supervisory Board of Reed Elsevier NV,
isavailable onthe Reed Elsevier website, www.reedelsevier.com.

Reed Elsevier PLC and Reed Elsevier NV shareholders maintain
theirrights to appointindividuals to the respective Boardsin
accordance with the provisions of the Articles of Association of
these companies. Subject to this, no individual may be appointed
to the Boards of Reed Elsevier PLC, Reed Elsevier NV (either of
the Executive Board or the Supervisory Board) or Reed Elsevier
Group plc unless recommended by the joint Nominations
Committee. Members of the Committee abstain when their
own re-appointmentis being considered.

Asageneralrule, letters of appointmentin respect of
non-executive directors of Reed Elsevier PLC and members of the

57

Supervisory Board of Reed Elsevier NV provide that individuals
will serve foraninitial term of three years, and are typically
expected to serve two three-year terms, although the Boards may
invite anindividual to serve for an additional period of three years.

Therespective Articles of Association of Reed Elsevier PLC and
Reed Elsevier NV provide that all directors should be subject to
retirement at least every threeyears and are then able to make
themselves available for re-election by shareholders at
subsequent Annual General Meetings. Notwithstanding the
provisions of the said Articles of Association, the Boards comply
with the recommendations contained inthe UK Code, and all
directors seek re-election by shareholders annually.

Board changes

Changesduring the yearin the composition of the Boards of Reed
Elsevier PLC, Reed Elsevier NVand Reed Elsevier Group plcare
noted in the board attendance table below.

Following a recommendation from the Nominations Committee,
Adrian Hennah was appointed a non-executive director of Reed
Elsevier PLC and a member of the Reed Elsevier NV Supervisory
Board atthe respective Annual General Meetings in April 2011,
and was also appointed a non-executive director of Reed Elsevier
Group plc. Lord Sharman retired from the Boards at the
conclusion of the Reed Elsevier NVand Reed Elsevier PLC
Annual General Meetingsin April 2011. In accordance with the
recommendation inthe UK Code, all directors will retire from the
Boards at the respective Annual General Meetings and, being
eligible, they will offer themselves for re-election. Taking into
accountthe assessment by the Corporate Governance Committee
of the qualifications, performance and effectiveness of each
individual director seeking re-election, the Boards have accepted
arecommendation from the Nominations Committee that each
director be proposed for re-election at the Annual General
Meeting of the respective company.

Reed Elsevier PLC Reed Elsevier NV Reed Elsevier Group plc

Dateof ~ Numberof Number of Number of

appointment meetings Number of meetings Number of meetings Number of

(cessation]  heldwhilst meetings  held whilst meetings  heldwhilst meetings

Members during theyear adirector attended adirector attended adirector attended
Mark Armour 6 6 6 7
Mark Elliott 6 6 6 6 7 7
Erik Engstrom 6 6 6 6 7 7
Anthony Habgood 6 6 6 6 7 7
Adrian Hennah April 2011 4 4 4 4 5 5
LisaHook 6 6 6 6 7 6
Marikevan Lier Lels n/a n/a 6 6 n/a n/a
Robert Polet 6 6 6 6 7 7
Sir David Reid 6 5 6 5 7 6
Lord Sharman (April 2011) 2 1 2 1 2 1
BenvanderVeer 6 6 6 6 7 7
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Elsevier Reed Finance BV has a two-tier board structure comprising a Supervisory Board and a Management Board. The Supervisory
Board consists of Rudolfvan den Brink (Chairman), Mark Armour, Ben van der Veer and Marike van Lier Lels, with the Management
Board consisting of Jacques Billy, Gerben de Jong and Jansvan der Woude. Appointments to the Supervisory Board and the
Management Board are made by Elsevier Reed Finance BV’'s shareholders, in accordance with the company’s Articles of Association.

Number of
meetings Number of
held whilst meetings
Members adirector attended
Mark Armour 3 3
JacquesBilly 3 2
Rudolfvan den Brink 3 3
Gerbende Jong 3 3
Marikevan Lier Lels 3 3
BenvanderVeer 3 3
Jansvander Woude 3 3

Inaccordance with the principles of good corporate governance, the following committees have been established by the respective
Boards. All of the committees have written terms of reference, which are published on the Reed Elsevier website,
www.reedelsevier.com. Membership of each committee during the yearis set out below.

Audit Committees: Reed Elsevier PLC, Reed Elsevier NVand Reed Elsevier Group plc have established Audit Committees. The
Committees comprise only non-executive directors. The Committees are chaired by Benvan der Veer. Areport of the Audit Committees,
setting out their role and main activities during the year, appears on pages 80 to 82.

Number of

Date of meetings
appointment heldwhilsta Number of
(cessation] ~ Committee meetings
Members during theyear member attended
Adrian Hennah April 2011 3 2
LisaHook 5 4
Sir David Reid 5 3
Lord Sharman (April 2011) 2 2
BenvanderVeer 5 5

The functions of an audit committee in respect of the financing activities are carried out by the Supervisory Board of Elsevier Reed
Finance BV.

Remuneration Committee: Reed Elsevier Group plc has established a Remuneration Committee, which is responsible for considering
the remuneration for the executive directors and the Chairman. The Committee comprises only non-executive directors, and is chaired
by Mark Elliott. ADirectors’ Remuneration Report, which has been approved by the Boards of Reed Elsevier Group plc, Reed Elsevier
PLC and Reed Elsevier NV, appears on pages 63to 79. Thisreportalso serves as disclosure of the directors’ remuneration policy, and the
remuneration andinterests of the directors in the shares of the two parent companies, Reed Elsevier PLC and Reed Elsevier NV.

Number of

meetings
held whilsta Number of
Committee meetings
Members member attended
Mark Elliott 5 5
Anthony Habgood 5 5
Robert Polet 5 5
Sir David Reid 5 3
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Nominations Committee: Reed Elsevier PLC and Reed Elsevier NV have established ajoint Nominations Committee. The Committee
comprises only non-executive directors, and is chaired by Anthony Habgood. Areport of the Nominations Committee, setting outits role

and main activities during the year, appears on page 62.

Number of

Date of meetings
appointment heldwhilsta Number of
(cessation) ~ Committee meetings
Members during theyear member attended
Mark Elliott 5 5
Anthony Habgood 5 5
Lisa Hook April 2011 4 3
Sir David Reid 5 3
Lord Sharman (April 2011) 2 1
BenvanderVeer January 2011 5 5

Corporate Governance Committee: Reed Elsevier PLC and Reed Elsevier NV have established a joint Corporate Governance
Committee, which is responsible for reviewing ongoing developments and best practice in corporate governance. The Committee is also
responsible forassessing the performance of the directors and recommending the structure and operation of the various committees
of the Boards and the qualifications and criteria for membership of each committee, including the independence of members of the
Boards. The Committee comprises only non-executive directors, and is chaired by Anthony Habgood.

Number of

Date of meetings
appointment heldwhilsta Number of
(cessation)  Committee meetings
Members during theyear member attended
Mark Elliott 4 4
Anthony Habgood 4 4
Adrian Hennah April 2011 3 3
LisaHook 4 4
Marikevan Lier Lels 4 4
Robert Polet 4 4
Sir David Reid 4 4
Lord Sharman (April2011) 1 1
BenvanderVeer 4 4

Parent companies

The Boards of Reed Elsevier PLC and Reed Elsevier NV exercise
independent supervisoryroles over the activities and systems of
internal control of Reed Elsevier Group plcand Elsevier Reed
Finance BV.The Boards of Reed Elsevier PLC and Reed Elsevier NV
have each adopted a schedule of matters which are required to be
broughttothem fordecision. Inrelation to Reed Elsevier Group plc
and Elsevier Reed Finance BV, the Boards of Reed Elsevier PLC and
Reed Elsevier NVapprove the strategy and the annual budgets, and
receive regular reports on the operations, including the treasury
and risk management activities of the two companies. Major
transactions proposed by the Boards of Reed Elsevier Group plc or
Elsevier Reed Finance BVrequire the approval of the Boards of both
Reed Elsevier PLC and Reed Elsevier NV.

The Reed Elsevier PLC and Reed Elsevier NV Audit Committees
meet onaregularbasis to review the systems of internal control
and risk management of Reed Elsevier Group plcand Elsevier
Reed Finance BV.

Operating companies

The Board of Reed Elsevier Group plcis responsible for the system
of internal control of the Reed Elsevier publishing and information
businesses, while the Boards of Elsevier Reed Finance BV are
responsible for the system of internal controlin respect of the
finance group activities. The Boards of Reed Elsevier Group plc
and Elsevier Reed Finance BVare alsoresponsible for reviewing
the effectiveness of their systems of internal control.

The Boards of Reed Elsevier Group plc and Elsevier Reed Finance
BV have eachimplemented an ongoing process for identifying,
evaluating, monitoring and managing the more significant risks
faced by their respective businesses. These processes have been
in place throughout the year ended 31 December 2011 and up to
the date of the approvals of the Annual Reports and Financial
Statements 2011.

Reed Elsevier Group plc

Reed Elsevier Group plc has an established framework of
procedures and internal controls, with which the management
of each business is required to comply. Group businesses are
required to maintain systems of internal control which are
appropriate tothe nature and scale of their activities and address
all significant operationaland financial risks that they face. The
Board of Reed Elsevier Group plc has adopted a schedule of
matters thatare required to be brought to it for decision.
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Reed Elsevier Group plc has a Code of Ethics and Business
Conduct that provides a guide forachieving its business goals and
requires officersand employees to behave inan open, honest,
ethicaland principled manner. The Code also outlines confidential
procedures enabling employees to reportany concerns about
compliance, orabout Reed Elsevier’s financial reporting

practice. The Codeis published on the Reed Elsevier website,
www.reedelsevier.com.

Eachdivision hasidentified and evaluated its major risks, the
controlsin place to manage those risks and the levels of residual
risk accepted. Risk managementand control procedures are
embedded into the operations of the business and include the
monitoring of progressin areas forimprovement that come to
managementand board attention. The major risks identified
include business continuity, protection of IT systems and data,
challengestointellectual property rights, management of strategic
and operational change, evaluation and integration of acquisitions,
andrecruitmentand retention of personnel. Further detail on the
principalrisks facing Reed Elsevieris set out on pages 48to 50.

The major strategic risks facing the Reed Elsevier Group plc
businesses are considered by the Board. Reed Elsevier’s Chief
Risk Officeris responsible for providing regular reports to the
Board and Audit Committee. Working closely with business
managementand with the central functions, the role of the Chief
Risk Officeris to ensure that Reed Elsevieris managing its
business risks effectivelyand in a coordinated manneracross
the business with clarity on the respective responsibilities and
interdependencies. Litigation and other legal regulatory matters
are managed by legaldirectorsin Europe and the United States.

The Reed Elsevier Group plc Audit Committee receives regular
reportsontheidentification and management of material risks
andreviews thesereports. The Audit Committee also receives
regularreports from both internaland external auditors on
internal controland risk management matters. In addition, each
divisionisrequired, atthe end of the financialyear, to review the
effectiveness of internal controls and risk management and
reportitsfindings on a detailed basis to the management of Reed
Elsevier Group plc. These reportsare summarised and, as part
of the annual review of effectiveness, submitted to the Audit
Committee of Reed Elsevier Group plc. The Chairman of the
Audit Committee reports to the Board on any significantinternal
control mattersarising.

Elsevier Reed Finance BV

Elsevier Reed Finance BV has established policy guidelines,
which are applied toall Elsevier Reed Finance BV companies.
The respective Boards of Elsevier Reed Finance BV have adopted
schedules of matters thatare required to be brought to them for
decision. Proceduresarein place for monitoring the activities of
the finance group, including a comprehensive treasury reporting
system. The major risks affecting the finance group have been
identified and evaluated and are subject to regular review. The
controlsin place to manage these risks and the level of residual
risk accepted are monitored by the Boards.

Annualreview

As partof theyear end procedures, the Audit Committees and
Boards of Reed Elsevier PLC, Reed Elsevier NV, Reed Elsevier
Group plcand Elsevier Reed Finance BV review the effectiveness
of the systems of internal control and risk management during the
last financialyear. The objective of these systems is to manage,
ratherthan eliminate, the risk of failure to achieve business
objectives. Accordingly, they can only provide reasonable, but not
absolute, assurance against material misstatementor loss. The
Boards have confirmed, subject to the above, thatas regards
financial reporting risks, the respective risk management and
control systems provide reasonable assurance against material
inaccuracies or loss and have functioned properly during the year.

Thedirectors of Reed Elsevier PLC, Reed Elsevier NV, Reed Elsevier
Group plcand Elsevier Reed Finance BV are required to prepare
financial statements as atthe end of each financial period, in
accordance with applicable law and regulations, which give atrue
and fairview of the state of affairs, and of the profit or loss, of the
respective companies and their subsidiaries, joint ventures and
associates. Theyare responsible for maintaining properaccounting
records, for safeguarding assets, and for taking reasonable steps to
preventanddetect fraud and otherirregularities. The directorsare
alsoresponsible for selecting suitable accounting policies and
applyingthemona consistent basis, making judgements and
estimates thatare prudentand reasonable.

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

The directors of Reed Elsevier PLC and Reed Elsevier NV, having
made appropriate enquiries, consider that adequate resources
exist for the combined businesses to continue in operational
existence forthe foreseeable future and that, therefore, itis
appropriate to adopt the going concern basis in preparing the 2011
financial statements. In reaching this conclusion, the directors of
Reed Elsevier PLC and Reed Elsevier NV have had due regard to
the combined businesses’ financial position as at 31 December
2011, the strong free cash flow of the combined businesses, Reed
Elsevier's ability to access capital markets and the principal risks
facing Reed Elsevier.
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Acommentaryon the Reed Elsevier combined businesses’

cash flows, financial position and liquidity for the year ended

31 December 2011 is setoutin the Chief Financial Officer's Report
on pages 42 to 44. This shows that after taking account of available
cashresources and committed bank facilities that back up short
term borrowings, none of Reed Elsevier's borrowings fall due
within the nexttwoyears. Reed Elsevier’s policies on liquidity,
capitalmanagementand management of risks relating to interest
rate, foreign exchange and credit exposures are set out on pages
46and 47. Further information on liquidity of the combined
businesses can be foundin note 18 of the combined financial
statements. The principalrisks facing Reed Elsevierare set out
onpages 48to 50.

As required by Section 302 of the US Sarbanes-0xley Act 2002 and
by related rulesissued by the US Securities and Exchange
Commission, the Chief Executive Officerand Chief Financial Officer
of Reed Elsevier PLC and of Reed Elsevier NV certifyin the
respective Annual Reports 2011 on Form 20-F to be filed with the
Commission that theyare responsible for establishingand
maintaining disclosure controls and procedures and that they have:

designed such disclosure controls and procedures to ensure
that materialinformation relating to Reed Elsevieris made
known to them;

evaluated the effectiveness of Reed Elsevier's disclosure
controlsand procedures;

based ontheir evaluation, disclosed to the Audit Committees
and the externalauditors all significant deficienciesin the
design or operation of disclosure controls and procedures and
any frauds, whether or not material, that involve management
or other employees who have a significantrole in Reed
Elsevier'sinternal controls; and

presentedinthe Reed Elsevier Annual Report 2011 on Form
20-F their conclusions about the effectiveness of the disclosure
controlsand procedures.

ADisclosure Committee, comprising the company secretaries of
Reed Elsevier PLC and Reed Elsevier NVand other senior Reed
Elsevier managers, provides assurance to the Chief Executive
Officerand Chief Financial Officer regarding their Section 302
certifications.

Section 404 of the US Sarbanes-Oxley Act 2002 requires the Chief
Executive Officerand Chief Financial Officer of Reed Elsevier PLC
and of Reed Elsevier NVto certify inthe respective Annual Reports
2011 on Form 20-F that they are responsible for maintaining
adequate internal control structures and procedures for financial
reporting and to conductan assessment of their effectiveness.
The conclusions of the assessment of internal control structures
and financial reporting procedures, which are unqualified, are
presentedinthe Reed Elsevier Annual Report2011 on Form 20-F.
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Report of the Nominations Committee

Thisreport has been prepared by the joint Nominations
Committee of Reed Elsevier PLC and Reed Elsevier NVand has
been approved by the respective Boards.

Role of the Committee

The principal role of the Committee is to provide assistance to the
Boards of Reed Elsevier PLC, Reed Elsevier NVand Reed Elsevier
Group plc by identifying individuals qualified to become directors
and recommending to the Boards the appointment of such
individuals.

The mainresponsibilities of the Committee are setoutin
written terms of reference (available atwww.reedelsevier.com)
andinclude:

(i) todevelopandagreethe desired profile for potential
candidates for board membership;

(i) inconsultation with external search consultants, agree the
specification for the recruitment of new directors which
provides aformalandtransparent procedure for the
selection and appointment of new directors to the Boards;

(iii) torecommend tothe Boards the appointment of candidates
subject, where appropriate, to the approval of shareholders
of Reed Elsevier PLC and Reed Elsevier NV;

(iv] torecommendtothe Boardsdirectors toserve on Board
Committees, having regard to the criteria for service on each
committee as set outin the terms of reference for such
committees, and torecommend membersto serve asthe
Chair of those committees;

(v] inconsultationwith the Chairman of the Remuneration
Committee and appropriate external consultants, to develop
proposals for the remuneration or fees for new directors;

(vi) tomake recommendations tothe Boardsin relation to the
possible re-appointment of directors at the Annual General
Meetings of Reed Elsevier PLC and Reed Elsevier NV.

Committee membership

The Committee comprises only non-executive directors, and is
chaired by Anthony Habgood. The other members are Mark Elliott,
Lisa Hook (appointed to the Committee in April 2011), Sir David
Reidand BenvanderVeer. Lord Sharman ceased to be amember
of the Committee upon his retirement from the Boards in April
2011. The Committee met five times during the year.

Composition of the Boards

During the year the main focus of the Committee has been
succession planningin relation to the appointment of non-
executive directors to refresh the Boards arising fromthe
impending retirement of long serving non-executive directors.
Also, following the announcementin October 2011 that Mark
Armour, the Chief Financial Officer, had decided to retire at the
end of 2012, the Committee has begun the process to identify
his successor.

Thereisaformal, rigorous and transparent procedure
fortherecruitmentof candidates to the Boards, and such
recommendations are made solely on the basis of a candidate’s
merit, against objective criteria. In this recruitment process,

the Committee seeks to ensure that the Boards and where
appropriate, their committees, comprise an appropriate balance
of skills, experience, independence and knowledge of Reed
Elsevier'sbusinesses.

Inrecommending appointments to the Boards, the Committee
considersthe knowledge, experience and background of individual
directorsand has regard to the benefits of diversity, including
gender. The Committee has reviewed the recommendations of the
Davies Review "Women on boards” issued in February 2011, which
setsanaspirational target of 25% female representation on FTSE
100 boards by 2015. By 2013 we anticipate the Reed Elsevier NV
Combined Board will be comprised of 30% women and the Reed
Elsevier PLC Board will be comprised of 22% women. In addition,
adiversityandinclusion strategy was adopted in 2010 with support
of senior leadership throughout Reed Elsevier, with each business
unitaskedtoincorporate diversity and inclusioninto its strategic
plans. Further details are provided in the Corporate Responsibility
reporton pages 29 to 38.
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64 Constitution and terms of reference
Executive directors During 2011, awards granted under the 2008-10 cycle of the
64 Remuneration philosophy and policy Executive Share Option Scheme (ESOS) and the Long-Term
66 The total remuneration package Incentive Plan (LTIP] lapsed for executive directors as a result
73 Service contracts of performance conditions not being met. ESOS and LTIP awards
granted underthe 2009-11 cycle of these plans also lapsed
Non-executive directors for executive directors prior to the date of this Report for the g
74 Policy on non-executive directors’ fees same reasons. 3
n
TotalShareholder Returhgraphs Durmgtheyear,the executive directorswere eligible to participate g
inthe Bonus Investment Plan (BIP) and took full advantage of the 2
75 Total Shareholder Return graphs . . ) L
investment opportunity available to them. In addition, grants of
. market value options with a face value of 150% of base salary
Remunerationand share tables . . .
. . (half of the permitted maximum) were made during 2011 under
75 Directors”emoluments and fees ESOSto th tive direct
76 Directors’ shareholdingsin Reed Elsevier otheexecutive directors.
77 Share-based awards in Reed Elsevier No new multi-yearincentives were introduced for executive
s rasiors SemmeErsln femer (e Peper dasaies directorsin 2011. The executive d|rec‘t0rs were noteligible for
. . L further awards under the Reed Elsevier Growth Plan (REGP)
how Reed Elsevierapplies the principles of good governance . . . . .
. . , . . and did not receive any other multi-yearincentive awards.
relating todirectors’ remuneration. This Report has been
prepared by the Remuneration Committee of Reed Elsevier The Committee decided to award the executive directors asalary 2
Group plc (the Committee) in accordance with regulations increase of 2.5% each effective 1 January 2012. This level of §
made under the Companies Act 2006 and the Dutch Corporate increaseisin linewith 2012 increases applicable to the wider E—’
Governance Code (the Dutch Code). employee population and other senior executives. 2z
H

The Report was approved by the Boards of Reed Elsevier Group
plc, Reed Elsevier PLC and Reed Elsevier NVand will be
submitted to shareholders foran advisory vote at the Annual
General Meeting of Reed Elsevier PLC.

The audited parts of the Report

In compliance with the Large and Medium-sized Companies
and Groups (Accounts and Reports) Regulations 2008, and
under Title 9, Book 2 of the Civil Code in the Netherlands, the
following elements of this Report have been audited: the table
entitled ‘Transfervalues of accrued pension benefits’ on page
73; the tables showing ‘Aggregate emoluments’ and ‘Individual
fees of non-executive directors” on pages 75 and 76; the tables
on ‘Individual emoluments of executive directors” and
‘Directors’ shareholdingsin Reed Elsevier PLC and Reed
Elsevier NV’ on page 76; and the section ‘Share-based awards

in Reed Elsevier PLC and Reed Elsevier NV" on pages 77 and 78.

Annual bonuses payable for 2011 to the executive directors were
close totargetreflecting good progressin the business during
theyear.

We previously indicated to shareholders that we intend to come
backin due course with proposals for the implementation of a
more regular, annual, LTIP for executive directors from 2013
onwardsin relation towhich initial discussions and work
commenced in the second part of 2011. This work will continue in
2012 with aview to drawing up proposals for discussion with
shareholders ahead of the 2013 AGMs.

During theyear, Reed Elsevier announced that Mark Armour will
retire on 31 December 2012. The terms and conditions which will
apply inrelationto the retirementare summarised on page 74 of
this Report.

Ourapproach to preparing this Report has beento meet the
highest standards of disclosure, balancing in a thoughtfuland
responsible manner the UK legislative requirements with best

95UBUIBA0G

practice guidelines ondisclosurein the Netherlands. In preparing

this Report, the Committee had regard to the approach adopted by
otherlarge global businesses subject to disclosure requirements

inmore than one jurisdiction. Asin prioryears, our aim has been to
produce a clear, informative and understandable report.

Mark Elliott
Chairman, Remuneration Committee
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Constitution

Throughout 2011, the Committee consisted of independent
non-executive directors, as defined by the UK Corporate
Governance Code and the Dutch Code, and the Chairman of Reed
Elsevier Group plc. Details of Committee members and meeting
attendance are contained in the section on ‘Structure and
corporate governance’ on page 58 of the Annual Reports. The
Company Secretary also attends the meetings in his capacity as
secretarytothe Committee. At the invitation of the Committee
Chairman, the CEO of Reed Elsevier Group plc attends appropriate
parts of the meetings. The CEO of Reed Elsevier Group plcis notin
attendance during discussions pertaining to his remuneration.

The Global Human Resources Director provided material advice
tothe Committee during the year.

Advisers

Towers Watson acted as external advisers to the Committee
throughout 2011 and also provided market data and data analysis.
Towers Watson also provided actuarialand other human
resources consultancy services directly to some Reed Elsevier
companies.

Theindividual consultantsinvolved in advising the Committee do
not provide advice to the executive directors oracton their behalf.

Terms of reference

The Committee reviewed its terms of reference prior to the date of
this Reportinthe context of the UK Corporate Governance Code,
applicable legislation and current practice and guidance which
resulted inanumber of minoramendments. The revised terms of
reference describe the Committee’s responsibilities as follows:

Executive directors
to establish the remuneration policy for the executive directors
and determine the remunerationinallits forms (including
pensions and share plan participation), the terms of the service
contracts and all other terms and conditions of employment
of the executive directors of Reed Elsevier Group plc and
Reed Elsevier PLC and on the advice of the Chairman the
remuneration terms of the CEO (with respect to Reed Elsevier
NV, the Committee recommends to the Supervisory Board the
remuneration policy and the remunerationin allits forms for
the CEO and other executive directors); and

approve any compensation or termination payments made
to executive directors of Reed Elsevier Group plc and Reed
Elsevier PLC.

Senior management
onthe advice of the Chief Executive Officer, to approve the
remuneration policy of other senior leaders and of the
Company Secretary;and

to monitor the level and structure of remuneration for this
group of executives.

Reed Elsevier Chairman
onthe advice of the Senior Independent Director, to determine
the remuneration of the Reed Elsevier Chairman (with
respect to Reed Elsevier NV, to recommend, on advice of
the Senior Independent Director, to the Combined Board the
Chairman’s remunerationin respect of his Chairmanship of
Reed Elsevier NV).

General
toreview the ongoing appropriateness and relevance of the
remuneration policy, in particular the performance-related
elements and their compatibility with risk policies and
systems;

toreviewand recommend amendments to the rules of all
share-basedincentive plansincluding the formulation of
suitable performance conditions for share based awards and
options, and where necessary, to submit them for approval
by shareholders;

to maintainan openand ongoing dialogue with institutional
investors on major remuneration policy issues; and

todischarge its duties with due regard to any published
corporate governance guidelines, codes or recommendations
regarding the remuneration of directors of listed companies
and formation and operation of share schemes which the
Committee considers relevant orappropriate including, but
not limited to, the UK and Dutch Corporate Governance Codes.

A copy of the terms of reference of the Committee can be found on
the Reed Elsevier website, www.reedelsevier.com.

Remuneration philosophy and policy

The context for Reed Elsevier’s remuneration policy and practices
is set by the needs of a global business with business areas that
operate internationally by line of business. Furthermore, Reed
Elsevier PLC and Reed Elsevier NV’'s respective stock market
listings in London and Amsterdam combined with the majority of
itsemployees being based in the US provides a particular set of
challengesinthe designand operation of remuneration policy.

Ourremuneration philosophy
Reed Elsevier’s guiding remuneration philosophy for senior
executivesis based on the following precepts:

Performance-related compensation with demanding
performance standards.

Creation of shareholdervalue.

Competitive remuneration opportunity to attractand retain the
best executive talent from anywhere in the world.

Abalanced mix of remuneration between fixed and variable
elements, and annualand longer term performance.

Aligning the interests of executive directors with shareholders
and other stakeholders.

Our remuneration policy
In line with this guiding philosophy our remuneration policy is
described below.

Reed Elsevier aims to provide a total remuneration package
thatis able to attractand retain the best executive talent from
anywherein theworld, atan appropriate level of cost.
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Inreaching decisions on executive remuneration, the
Committee takes into account the remuneration arrangements
and levels of increase applicable to senior management and
Reed Elsevieremployees generally.

The Committee considers the social, governance, and
environmentalimplications of its decisions, particularly when
settingand assessing performance objectives and targets,
and seeks to ensure thatincentives are consistent with the
appropriate management of risk.

Totaltargeted remuneration of senior executives will be
competitive with that of executives in similar positionsin
comparable companies, whichincludes global sector peers
and companies of similar scale and international complexity.

Competitivenessis assessed interms of total remuneration
(i.e. salary, annualand multi-year incentives and benefits).

Theintentionis to provide total remuneration that reflects
sustained individual and business performance;i.e. median
performance will be rewarded by total remuneration thatis
positioned around the median of relevant market data and
upper quartile performance by upper quartile total
remuneration.

The Committee will consider all available discretion to claw
back any payouts made on the basis of materially misstated
data. With effect from 2009, the rules of allincentive plans were
amended to provide for specific provisions in this regard.

The Committee considersitimportant to encourage personal
investment and ongoing holding of Reed Elsevier PLC and/or
Reed Elsevier NV securitiesamong the senior executive
population. Executive directors and other senior executives
are subject to minimum shareholding requirements.

How the performance measuresintheincentives link to our
business strategy

Ourannualincentive planis focused on operational excellence as
measured by the financial measures of revenue, profitand cash
generation. Inaddition, a significant portion of the annual bonus
isdependent upon the achievement of annual key performance
objectives (KPOs) that create a platform for sustainable future
performance. These KPOs align with Reed Elsevier’s strategic
plansandrange from the delivery of specific projects and the
achievement of customer metrics or efficiency targets to
corporate and social responsibility objectives.

The Committee believes that one of the main drivers of long
term shareholdervalue is sustained growth in profitability,
underpinned by appropriate capital discipline. Therefore growth
in earnings per share and targeted return oninvested capitalare
both utilised in our multi-year incentives.

The balance between fixed and performance-related pay

We aim to provide each executive director with an annual total
remuneration package comprising fixed and variable pay with the
majority of an executive director’s total remuneration package
linked to performance. Attarget performance, incentive pay
makes up approximately 70% of the total remuneration package
asshowninthe pie chart. The core components of the total
remuneration package are described in detail in the remainder
of this Report.
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20% Fixed pay elements 30%
Salary

M Pensions and
other benefits

50% 10% Variable pay elements 70%
Annual incentive

Multi-year incentives

20%

Toillustrate how our levels of compensation are driven by
business performance we have produced the chart below (scale
in percent of base salary). This shows the way in which annual
remuneration payable to an executive director would vary under
different performance scenarios. For the purposes of this
illustration assumptions have been made in relation to vesting/
payout levels at the different levels of performance.

700%

600%

500%
400%
300%
200%
100%
0%
Minimum Threshold Target Maximum
Salary Annualincentive Multi-year incentives

Our approach to market positioning and benchmarking

The market competitiveness of total remuneration i.e. salary,
annualand multi-year incentives and benefits) is assessed against
arange of relevant comparator groups as follows:

Global peers operatingin businesses similar to those

of Reed Elsevier (including Thomson Reuters, WPP, Pearson,
John Wiley, Wolters Kluwer, Dun & Bradstreet, Experian,
McGraw-Hill, UBM, DMGT, Informa, Lagardére and FICO).

Companies listed on the London Stock Exchange (cross-
industry but excluding those in the financial services sector) of
asimilar size [measured by aggregate market capitalisation)
and international scope.

Companies listed on the New York Stock Exchange
(cross-industry but excluding those in the financial services
sector) of asimilar size (measured by aggregate market
capitalisation) and international scope.

Companies listed on the Amsterdam Stock Exchange,
cross-industry and of a similar size (measured by aggregate
market capitalisation) and international scope.
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The composition of the respective comparator groups is subject = The Committee then considers market dataand benchmarks
tominor changesyearonyearreflecting changesin the size, forthe differentelements of the package including salary,
international scope and listing status of specific companies during totalannual cash and total remuneration. While relevant
theyear. benchmarkinformationisameaningful inputto the process,

. . . theyinform rather than drive the outcome of the review.
The competitiveness of our remuneration packagesis assessed

by the Committee as part of the annual review cycle for pay and = Ifitisdetermined that a total remuneration competitive gap
performance, in line with the process set out below. exists, the Committee believes that this should be addressed
viaareview of performance-linked compensation elements

= First, the overall competitiveness of the total remuneration . L
inthefirstinstance.

packages is assessed both against the market and taking

account of remuneration levels within Reed Elsevier more = Benefits, including medicaland retirement benefits, are
widely. The appropriate positioning of an individual's total positioned to reflect local country practice.
remuneration againstthe marketis determined based on

the Committee’s judgement of individual performance

and potential.

The total remuneration package

Each element of the remuneration package for executive directors is designed to achieve specific objectives, as described in this section.
Inaggregate, they create a unified and balanced reward mix and competitive employment proposition. The value of the reward package
is only maximised through the integrated delivery of annualand longer term performance. Reward for the delivery of business results

is connected with reward for value flowing to shareholders. Through the use of a range of performance metrics such as earnings per
share, return oninvested capital, profit after tax, revenue, cash flow conversion rate and total shareholder return and the assessment

of performance over multiple time-horizons, the incentive arrangements are structured in such a way that reward cannot be maximised
through inappropriate short term risk-taking.

The table below summarises the component parts of the remuneration package provided to the executive directors during 2011. This
includes the bonuses earned for performance during 2011, payouts received from and awards granted under the multi-year incentives
during theyear.

Component

Base salary (page 67)

Retirement benefits
(page 72)

Other benefits

Annualincentive (page 67)
(earned for 2011 and payable
in March 2012)

Erik Engstrom
£1,025,000
UK defined benefit plan

Includes company caror
cash allowance and private
medical benefit

£1,021,925

Mark Armour
£628,776
UK defined benefi

Includes company caror
cash allowance and private
medical benefit

£611,799

Multi-year ESOS
incentives granted
(page 68)

BIP
Multi-year LTIP

incentives vested

(2008-10 cycle) ESOS

Shareholding requirement

Market value options over
139,146 PLC and 92,953 NV
ordinary shares

61,176 NVADRSs

Lapsed
Lapsed

300% of salary

Market value options over
85,358 PLCand 57,021 NV
ordinary shares

56,876 PLC and 37,687 NV
ordinary shares

Lapsed
Lapsed

200% of salary

(page 72)

Policyinrelation to the individual remuneration elementsis described in greater detail in the remainder of this section.
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Salaryreflects the role and the sustained value of the executive
interms of skills, experience and contribution in the context of
the relevant market.

Salaries for executive directors are reviewed annually in the
context of the competitiveness of total remuneration and Reed
Elsevier's guidelines forwages and salaries agreed for the whole
of Reed Elsevier for the forthcoming financial year. Any increases
typically take effecton 1 January.

The Committee decided to award a salary increase of 2.5% to each
executive director which increased base salaries with effect from
1January 2012to £1,050,625 for Erik Engstrom and £644,495 for
Mark Armour. In determining the salary recommendation for
executive directors, the Committee considered, among other
inputs, 2012 salary guidance for Reed Elsevier’s most significant
employee locations globally. The salary recommendations for the
executive directors are within the guidelines agreed for those
employeesinrespectof 2012 increases.

Inrespectof salaries for the broader employee population, Reed
Elsevier uses the same factors to determine the levels of increase
across allemployee populations globally: i.e. relevant pay market,
skills, experience and contribution. Reed Elsevier operates across
many diverse countries in terms of their remuneration structures
and practices. Anyincreases awarded to different employee
groups indifferent geographies reflect this diversity and range of
practices. Anincrease of approximately 2.5% on average will be
awarded across the senior management population globally for
2012.This level of increaseisin line with increases provided to the
wider employee population.

The Annual Incentive Plan (AIP) provides focus on the delivery of
stretching annualfinancialtargets and the achievement of annual
objectives and milestones that create a platform for sustainable
future performance.

For 2012, executive directors have atarget bonus opportunity of
100% of salary thatis weighted as follows across four elements
(unchanged from 2011):

Measure Weighting
Revenue 30%
Adjusted Profit After Tax 30%
Cash Flow Conversion Rate 10%
Key Performance Objectives (KPOs) 30%

The target bonus opportunity for the financial measures is payable
forthe achievement of highly stretching financial targets. The four
elements are measured separately, such that there could be a
payoutonone elementand not on others.

For 2012, the minimum threshold on the financial elements of the
AlIP atwhich abonus starts toaccrue is 94% of target achievement
and the maximum bonus is 150% of target (unchanged from 2011),
although the Committee decided to slightly adjust the payout slope
for financials between threshold and maximum to align executive
directors with other executives and employees. This means that
partof the bonus will accrue for achieving threshold whilst a
higher level of out-performance will be required to achieve the
maximum bonus.

67

The KPOs are individual to each executive director. Each executive
directoris setuptosix KPOs toreflect critical business priorities
forwhich heisaccountable. The KPO component for the executive
directors and other senior executives will contain at least one KPO
relating to the achievement of specific sustainability objectives
and targets contained within Reed Elsevier’s corporate
responsibility agenda.

Against each objective, measurable milestone targets are set
fortheyear. All financialtargets and KPOs are approved by the
Committee and are subject to formalassessment at the end of
eachyear. The Chairman of Reed Elsevier Group plc presents his
assessment of performance against KPOs for the CEO of Reed
Elsevier Group plcto the Committee while the CEO of Reed Elsevier
Group plc presents his assessment of KPO performance for the
CFO of Reed Elsevier Group plc. The Committee then discusses
and agrees the final KPO score for each executive director.

AIP payments for 2011
Inassessing the level of bonus payments for 2011, the Committee
noted the following performances:

% change over 2010 at constant exchangerates

Underlying Total adjusted
revenue growth PAT
Reed Elsevier +2% +6%

Reed Elsevier continued its positive momentum in 2011. All five
business areas contributed to underlying revenue growth,
excluding biennial cycling, with underlying operating profits
showing good growth. Underlying revenues, which exclude the
effects of currency translations and acquisitions and disposals,
were up 2%, or 3% excluding the cycling effect of biennial
exhibitions, reflecting a consistent performance from our
subscriptionand online data businesses. Adjusted operating
profits were up 4% at constant currencies. Total costs, including
acquisitions and disposals, fell by 2% at constant exchange rates
and adjusted operating margins at 27.1% were 1.4 percentage
points higherthan last year. Adjusted operating cash flow was flat
compared with the prioryearordown 1% at constant currencies.
The lower level of cash flow conversion reflects among other
things higher capital expenditure throughincreased investment
innew products and related infrastructure in 2011. Returns on
invested capitalincreasedto 11.2%, 0.6 percentage points higher
thanin 2010, reflectingimprovementsin trading performance,
strong cash flow and capital efficiency.

Overall, the sum of the individual scores achieved against the four
AIP components was close to target for both executive directors,
resultingin the following bonuses for 2011:

% of 2011 base
salaryearnings

2011 annualbonus
(to be paidin March 2012)

99.7%
97.3%

£1,021,925
£611,799

Erik Engstrom
Mark Armour
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Multi-year incentives
The multi-yearincentives comprise the REGP, BIP, ESOS and LTIP.

The purpose of the multi-yearincentives is to provide focus on

the delivery of the medium to longer term strategy and holding
executives accountable for the delivery of that strategy while
driving value creation through sustained financial performance,
capitaldiscipline and the delivery of returns for shareholders.

In addition, the multi-yearincentives are structured soas to
encourage personalinvestmentand ongoing shareholding in Reed
Elsevier PLC and Reed Elsevier NV securitiesamong the senior
executive populationinorder to promote alignment with
shareholders andto provide focus on the share price.

Reed Elsevier Growth Plan (REGP)
The key features of the REGP are summarised below.

Feature Detail

Awards under the multi-yearincentives take the form of restricted
shares and market value options which typically vest over a period
of three years except for the REGP under which awards vest over
three andfive years. The vesting of allawards made to executive
directorsunderthese plansis subject to meetinga number of
stretching performance targets based oninternal financial
metrics and total shareholder return. Additionally, in the case

of ESOS, afinancial pre-grant performance condition applies
which determines the annual size of the available grant pool
forall participantsinthe plan.

Frequency of award

One-offarrangement
Awards were made on 26

CEOan

As a condition of participation, the executive directors were required to hold Reed Elsevier
securities on the date of grant to the value of 300% of salaryin the case of the CEO and 200%

of salaryinthe case of the CFO. Any personal shares invested under the BIP did not count
towards this holding requirement

The executive directors are required to maintain shareholdings at the respective levels
throughout the life of the plan (i.e. for five years) or until such time as they cease to be eligible for
further payouts underthe plan |f earller

financialyears

Five years split into an initial per|od ofthree f|nanC|alyears followed by afurthertwo

Oppo rtunlty to recelve par rtlal payout: after th reeyears

Performance conditions

Relative TSR measured agalnstthree comparator grou‘ps ad]usted EPS and ROIC [see section

entitled ‘Performance measures and targets’]
The performance metrics have equalwelghtlng with one third of the award vesting based on

performance againstthere

etric (additive measu rement]

The number of shares capable ofvestmg is capped at 150% of the number comprised inthe initial
performance share award

Dividend equwatents accrue durlng the performance perlod andare paid outin cashwhenthe
shares are released to the extentthat the underlylng securltlesvest

Ona change ofcontrol awardsvestona pro-rated basis and subJectto performance based on
anassessment of progress against targets at the time the change of controloccurs
Claw-back applies

Awards underthe plan are satisfied with shares purchased in the market

Other provisions
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The chartbelowillustrates how the REGP operates

3 YEARS: 2010-12 H12013 2 YEARS: 2013-14
50% of = Release of remaining 50% of the
performance performance shares is deferred until
shares are H1 of 2015 subject to continued employment
released . . .
= Subject to performance against three metrics,
up to a 1 for 1 match can be earned over years
4 and 5 on the deferred performance shares
Performance
Performance share tested P mERES
award of 600% > share award
of salary
ROIC ROIC
1/3RD 1/3RD
On the date of grant the CEO committed 300% of salary and the
CFO 200% of salary in shares to the plan which must be retained
throughout the life of the plan or until the executive directors cease Subject to performance against three metrics,
to be eligible for further payouts, if earlier up to a 1 for 1 match can be earned over years
4 and 5 on the personal shareholding committed
under the plan

Overall payout fro
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H1 2015

Release of deferred
performance shares

Release of matching

shares earned

Release of committed
holding - the

regular shareholding
guidelines continue
to apply to the

executive directors

e plan to each executive director is capped at 150% of the shares comprised in the performance share award

Total Shareholder Return (TSR)

Thevesting of one third of the REGP award is subject to Reed
Elsevier's TSR performance compared against three comparator
groups (the TSR tranche).

As Reed Elsevieraccesses equity capital markets through three
exchanges - London, Amsterdam and New York - in three
separate currency zones, three distinct comparator groups are
used -a Sterling Comparator Group, a Euro Comparator Group
anda US Dollar Comparator Group. The TSR performance of
Reed Elsevier PLC ordinary shares (based on the London listing)
ismeasured against the Sterling Comparator Group, the TSR
performance of Reed Elsevier NV ordinary shares (based on the
Amsterdam listing) is measured against the Euro Comparator
Group; and the TSR performance of Reed Elsevier PLC ADRs
and Reed Elsevier NVADRs (based on the New York listing) is
measured against the US Dollar Comparator Group. The
averaging period applied for TSR measurement purposes is six
months prior to the start of the financial year in which the award
was made and the final six months of the last financial year of the
performance period.

TSR performance is measured separately against each
comparator group and the proportion of the TSR tranche that
vests is the sum of the payouts achieved against the three
comparator groups.

3yearperiod:
2010-12

Syearperiod:
2010-14

TSRrankingwithinthe Vesting percentage Vesting percentage

relevant TSR of eachthird of the of each third of the
comparator group TSRtranche TSRtranche
Below median 0% 0%
Median 30% 30%
Upper quartile 100% 100%

Vesting is onastraight-line basis for ranking between the median
and the upper quartile.

TSR comparators groups
The constituents of each comparator group were selected on the
following basis:

Companiesincludedinthe relevant marketindex as at
31 December 2009 and nearestin size to Reed Elsevierinterms
of market capitalisation.

Therelevant marketindices are: (1) FTSE 100 for the Sterling
Comparator Group; (2) Euronext100 and the DAX 30 for the
Euro Comparator Group; and (3) the S&P 500 for the US Dollar
Comparator Group.

The following companies were excluded for this purpose:

- companies with mainly domestic revenues (as they do not
reflect the global nature of Reed Elsevier’s customer base);

-those engaged in extractive industries (as they are exposed to
commodity cycles); and

- financial services companies (as they have a different risk/
reward profile).

Relevant listed global peers operating in businesses similar to
those of Reed Elsevier not otherwise included were added to
the relevant comparator group.

Setoutoverleafare the comparatorsincludedin each currency
group applicable toawards made in 2010 under the REGP.
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Sterling Euro US Dollar
Comparator Comparator Comparator
Group* Group* Group*

Aggreko Accor 3M

AstraZeneca Adidas Adobe Systems
Autonomy Corp. Ahold Agilent Techs.

BAE Systems Air Liquide AirPrds. & Chems.
British Airways Akzo Nobel Amazon.com
British American Tobacco Alstom Analog Devices
Bunzl ASML Holding Applied Mats.
Burberry Group BASF Avon Products
Cobham BMW BaxterIntl.
Compass Group Carrefour Becton Dickinson
DMGT Christian Dior Caterpillar
Diageo Daimler Colgate-Palmolive
Experian Deutsche Post Corning
GlaxoSmithKline EADS Cummins
Intercontinental Hotels EssilorIntl. Deere

Imperial Tobacco Group Heineken Dow Chemical
Informa Hermes Intl. Dun & Bradstreet
Inmarsat K+S E.l.duPontde Nemours
International Power Lafarge eBay

Intertek Group Lagardere Groupe Emerson Electric
Invensys Linde Fico

Johnson Matthey LVMH Ford Motor
Kingfisher MAN Genzyme

National Grid Metro H.J.Heinz
Pearson Michelin Illinois Tool Works
Reckitt Benckiser Group ~ Pernod-Ricard JohnWiley

Rexam

Rolls-Royce Group
SABMiller

Sage Group

Shire

Smith & Nephew
Smiths Group
Thomas Cook Group
TUITravel

Unilever (LSE)
United Business Media
Vodafone

Wolseley

WPP

Philips Eltn. Koninklijke
Portugal Telecom SGPS
PPR

Renault

Saint-Gobain

SAP

Schneider Electric
Suez Environnement
Thales

ThyssenKrupp

TNT

Unilever (AEX)
Vallourec

Veolia Environnement
Volkswagen

Wolters Kluwer

Johnson Controls
Juniper Networks
Life Technologies
McDonalds
McGraw-Hill
Micron Technology
Motorola

News Corp

Nike

Nvidia

Paccar

PPG Industries
SpectraEnergy
Texas Insts.
Thomson Reuters (NYSE)
United Technologies
Yum!Brands

*Reflects the composition of the comparator group as at the date of grant.

Returnoninvested capital (ROIC)
The vesting of one third of the REGP award is subject to the
percentage returnoninvested capital of Reed Elsevier PLC and
Reed Elsevier NV (the ROIC tranche) as follows:

3years: 2years: Vesting percentage
2010-12 2013-14 of ROIC tranche
ROICin 2012, subjectto ROICin 2014

actual exceeding 2009
ROIC calculated onthe

same basis
Below 10.2% Below 10.7% 0%
10.2% 10.7% 60%
11.2% orabove 12.7% or above 100%

Vesting is on a straight-line basis for performance between the
minimum and maximum levels.

Forthe purposes of the plan, the following definitions apply:

Invested capital =arithmetic average of the opening and closing
capital employed for the Reed Elsevier combined businesses
forthe financial year with all cumulative amortisation and
impairment charges foracquired intangible assets and
goodwill added back. Inaddition, any exceptional restructuring
and acquisition integration charges [net of tax) are capitalised
forthese purposesand changesin exchange ratesand
movements in pension deficits are excluded.

Return =adjusted operating profit for the Reed Elsevier
combined businesses before amortisation and impairment
ofacquiredintangible assets and goodwill, exceptional
restructuring and acquisition integration charges. In addition,
itis grossed up to exclude the equity share of taxesinjoint
ventures and further adjusted to exclude net pension financing
credit movement, afterapplying the effective rate of tax used
foradjusted earnings calculations and using exchange rates
to match those used in the calculation of invested capital.

Inorderto ensure that the performance score achievedis afair
reflection of underlying business performance, the Committee
retains discretion to determine the treatment of major disposals
and acquisitions that require board approval. Any significant
adjustments made to the final performance score will be
disclosed to shareholders.

Adjusted earnings per share (EPS)

The vesting of one third of the REGP award is subject to
performance against growth in adjusted earnings per share
measured at constant currencies (Adjusted EPS] (the EPS
tranche) as follows:

3years: 2years: Vesting percentage
2010-12 2013-14 of EPStranche
Average Adjusted Average
EPSgrowthinyears Adjusted
2011and 2012 EPS growth over
(subjectto average the twoyear
Adjusted EPS growth over period
thewhole threeyear
period being positive)
Below5%p.a. Below 7% p.a. 0%
5%p.a. 7% p.a. 60%
9% p.a.or above 13% p.a.orabove 100%

Vestingis on astraight-line basis for performance between the
minimum and maximum levels.

Forthe purposes of the plan, the following definitions apply:

Earnings =adjusted reported earnings measured at constant
currencies. Adjustments include amortisation and impairment
ofacquiredintangible assets and goodwill, exceptional
restructuring and acquisition integration charges, gains/
losses on business disposals and tax rate anomalies (deferred
tax). The Committee retains discretion to adjust for changesin
the net pension financing credit.

Number of shares =weighted average number of sharesin
issue excluding shares held intreasury.
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Amulti-yearincentive award was granted to senior leaders below
the Boardin 2011. Grantsare made onarolling three year basis
and awards arein the form of performance shares that vest
subjecttothe same performance metrics and vesting scales

Executive Share Option Scheme (ESOS)
The key features of the ESOS are summarised below.

Feature Detail

71

applicable tothe REGP and the targets set for each metricare
alignedto the five-year performance scale applicable to the
executive directors underthe REGP.

Frequencyofaward

Annualgrant of marketvalue options

Eligibility

Broadest multi-yearincentive operated by Reed Etsewer S

Annualawards are made to approximately 1,000 employees across some 20+ countries including

the execut|ve directors

.\'/es.,tih'g‘;“perlo

Three years from the date of grant

Options are exercisable between three and tenyears from the date of grant or on cessation of
employment (for defined categories of approved leavers] |f earller

Performance conditions

Pre-grant performance condition of adjusted EPS growth WhICh determlnesthe size ofthe annual"

grant pool available for grants to all participants (see below)
Post-grant performance hurdle of adjusted EPS growth applicable to the vesting of awards to

executive directors

Cap . Maximumannual award (in terms of the aggregate marketvalue of the shares under optlon atthe

date ofgrant] of three times salary per executive dlrector

Ona change of control, awards vest subject to performance based on an assessment of progress

againsttargets at the time the change of control occurs; participants may exchange theirawards
forawardsinthe acquiring company, if available

Claw-back applies

Awards underthe plan are satisfied with newly issued shares

The size of the total grant pool available forall participantsina
givenyearis determined based on growth in average compound
adjusted EPS measured in constant currencies (Adjusted EPS)
overthethreeyearspriortograntas follows:

Average Adjusted EPS growth p.a.
overthethreeyearspriortogrant

% ofthe 2003 grant pool
available fordistribution

Lessthan 6% 50%
6% or more but less than 8% 75%
8% or more but less than 10% 100%
10% or more but less than 12% 125%
12% or more 150%

Adjusted EPS growth for the three years ended 31 December 2011
was less than 6% p.a. which means that the available grant pool for
ESOS awardsin 2012 is 50% of the 2003 pool.

During 2011, the executive directors received each a grant of
150% of base salary of market value options (50% of the permitted
maximum). The vesting of the award is subject to an Adjusted EPS
growth hurdle of 6% p.a.

During the yearthe 2008-10 cycle of ESOS lapsed for executive
directorsasaresult of EPS performance being below the
threshold required for vesting. Prior to the date of this Report, the
Committee determined that the 2009-11 cycle of ESOS also lapsed
for executive directors as the Adjusted EPS growth hurdle of 8%
p.a.onvestingwas notachieved.

Bonus Investment Plan (BIP)

The bonusinvestment planisavoluntary planaimed at
encouraging personalinvestmentin, and ongoing holding of, Reed
Elseviershares to promote greater alignmentwith shareholders
and supportthe retention of key talent. The current bonus
investment plan was approved by shareholders at the 2010 Annual
General Meetings of Reed Elsevier PLC and Reed Elsevier NV and
replaced the bonusinvestment planimplementedin 2003.

Underthe BIP, participants may invest their own funds to purchase
Reed Elsevier securities or allocate securities already owned
outright forinvestment under the plan up to a specified maximum.
Inreturn, the participantis granted a matching award which vests
overthreeyears subject to performance (i.e. a maximum match of
1for 1canbe earnedon the personalinvestment). Itis a condition
of vesting that the underlying personalinvestmentis retained
throughout the vesting period. Dividend equivalents accrue on the
matching shares during the vesting period and are paid outin cash
atthe end to the extent that the matching award vests. The table
overleaf summarises the key features of the BIP.
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Feature Detail

Frequency of award
Ten-year life of the plan

Annual grants of matching awards

Implemented in 2010 with first matching awards granted in May 2010

Participationis voluntary

Approximately 150 senior executives including executive directors

Average adjusted EPS growth measured in constant currencies and ROIC (see below)
50% of the award is subject to adjusted EPS growth and 50% subject to ROIC

Other provisions

Onachange of control, awards vest on a pro-rated basis and subject to performance based on

anassessment of progress against targets at the time the change of control occurs, unless the
Committee determines that awards should not vest and instead be exchanged for equivalent
awards over sharesin the acquiring company (i.e. rollover applies)

Claw-back applies

Awards underthe plan are satisfied with shares purchased in the market

The following targets and vesting scale apply to awards granted
underthe BIPin 2011:

ROIC (%)inthe

Average growthin Adjusted EPS  thirdyearofthe

Match earned on personal (%) over performance
investment the 3yearperformance period period
0% below 4% p.a. below 10.4%
50% 4%p.a. 10.4%
75% 6.5%p.a. 10.9%
100% 9% p.a.orabove 11.4% or above

The same EPStargetsassetoutinthe table above will apply to
awards of matching shares to be granted in 2012 under the 2012-14
cycle of the plan. The targets applicable to the ROIC proportion will
beincreasedto 11.0% at threshold and 12.0% at maximum with
straight-line vesting for performance between the points. The
executive directorswill be eligible to participate in BIP in 2012.

Thevesting scale and performance metrics applicable to awards
grantedin 2010 under the BIP are the same as above, except that
the EPS proportionis measured overyears two and three of the
performance period (i.e. 2011 and 2012) with vesting of the EPS
component being subject to average EPS growth over the whole
threeyearvesting period being positive. The targets applicable to
the ROIC proportion underthe 2010-12 cycle were 0.2% lower than
thetargets applicable tothe 2011-13 cycle, with a threshold of
10.2% and maximum vesting for achieving ROIC of 11.2% or above
inthe third year of the performance period. Straight-line vesting
applies for performance between the points.

Long Term Incentive Plan (LTIP)
No awards under the LTIP were given to executive directorsin 2011
and noawards willbe made in 2012.

Awards under this plan were in the form of restricted shares, with
half of the award being over shares in Reed Elsevier PLC and the
other half over sharesin Reed Elsevier NV. Athreeyear
performance period applies and awards vest based on the growth
inaverage compound adjusted EPS growth measured at constant
currencies and Reed Elsevier's TSR performance compared toa
group of industry peers. The 2008-10 cycle of LTIP lapsed during
2011 asaresult of performance conditions not being met. At the
date of this Report, it had also been determined that the 2009-11

cycle of LTIP had also lapsed as the minimum performance hurdle
of 10% adjusted EPS growth was not met.

No further award cycles remain outstanding under this plan at the
date of this Report.

Shareholding requirement

The Committee believes that one of the aspects that creates closer
alignment between senior managementand shareholdersis to
require executives to build up and maintain a significant personal
stake in Reed Elsevier. The shareholding requirements applicable
tothe executive directors are setoutinthetable belowand, as
described on page 68, were pre-requisites to participate in the
REGP. Shareholding requirements also apply to selected senior
executives below the Board.

Meeting the relevant shareholding requirement is both a condition
of the vesting of awards aswell as a pre-requisite to maintain
eligibility to receive future awards under the multi-year
incentives.

On 31 December 2011, the executive directors’ shareholdings were
as follows (valued at the mid-market closing prices of Reed
Elseviersecurities):

Actualshareholdingasat
31December2011
(in%of 31 December 2011
annualised base salary)

396%
376%

Shareholding requirement
(in% of 31 December 2011
annualised base salary)
300%

200%

Erik Engstrom
Mark Armour

Other employee share plans

UK-based executive directors are eligible to participate in the
HMRC approved all-employee UK Savings-Related Share Option
Scheme (SAYE].

Retirement benefits

Retirement benefit provisions are setin the context of the total
remuneration for each executive director, takingaccount of age
and service and against the background of evolving legislation
and practice in Reed Elsevier's major countries of operation.
Base salaryisthe only pensionable element of remuneration.
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Erik Engstrom and Mark Armour are provided with UK defined
benefit pension arrangements under which they accrue a pension
of 1/30th of salary for everyyear of service (up to a maximum of
two thirds of salary). The pensionis provided through a
combination of:

the main UK Reed Elsevier Pension Scheme for salary
restricted toa cap, determined annually on the same basis as
the pre-April 2006 Inland Revenue earnings cap, and

Reed Elsevier’'s unapproved pension arrangement for salary
above the cap.

Priorto 1 November 2007, Erik Engstrom was nota member of
any company pension scheme and Reed Elsevier made annual
contributions of 19.5% of his salary to his personal pension plan.
From 1 November 2007 contributions to his designated retirement
account ceased and he became a member of the UK defined
benefit pension arrangement.

Transfer values of accrued pension benefits

73

The pension arrangements for the directorsinclude life
assurance cover while in employment, an entitlement to a pension
inthe event of ill health or disability and a spouse’s and/or
dependants’ pension on death.

Theincreaseinthe transfervalue of the directors’ pensions, after
deduction of contributions, is shownin the table below. Transfer
values have been calculated in accordance with the guidance note
GN11 published by the UK Institute of Actuaries and Faculty of
Actuaries. The transfervalues at31 December 2011 have been
calculated using the transfervalue basis adopted by the trustees
of the pension scheme from 1 October 2008.

Thetransfervalueinrespect of individual directors represents a
liability inrespect of directors’ pension entitlement, andis notan
amount paid or payable to the director.

Transfer

value at

31December

Increasein 2011 of

Increasein accrued increase

Transfer Transfer transfer Increasein annual inaccrued

value value valueduring Accrued accrued pension pension

ofaccrued ofaccrued theyear annual annual during duringtheyear

Age at pensionat pensionat (netof pensionat pension theyear [netofinflation

31December Director’'s ~ 31December  31December director’'s  31December during [netof  anddirector’'s

2011 contributions 2010 2011 contributions) 2011 theyear inflation]  contributions)

Erik Engstrom 48 £7,377 £1,366,389 £2,099,132 £725,366 £142,375 £36,799 £31,732 £460,465
Mark Armour 57 £7,377 £5,643,891 £6,758,053 £1,106,785 £354,522 £29,097 £13,495 £249,862

Service contracts

Executive directors are employed under service contracts that
provide fora maximum of one year’s notice. The contracts neither
specify a predetermined level of severance payment nor contain
specific provisionsin respect of achangein control. The
Committee believes that, asageneralrule, notice periods should
be 12 months and that the executive directors should, subject to
any legal constraints within their base country, be required to
mitigate their lossesin the event of termination. The Committee
will, however, note local market conditions so as to ensure that the
terms offered are appropriate to attract and retain top executives
operatingin global businesses.

The contractual terms of the executive directors (and for
approximately 100 other senior executives) include certain
covenants as follows:

non-competition restrictions apply which prevent the executive
fromworking in a capacity which competes with any Reed

Elsevier business which he/she was involved with during the
preceding 12 months; from recruiting Reed Elsevier employees
and from soliciting Reed Elsevier customers and suppliers for
aperiod of 12 months after leaving employment;

inthe event of the executive resigning, he/she willimmediately
loseallrightstoanyoutstanding awards under the multi-year
incentives including any vested but unexercised options; and

inthe event of a breach of the covenants, any gains made or
payouts received, in the period starting six months prior and
ending 12 months after leaving employment, on the vesting or
exercise of awards from the multi-year incentives may be
repayable.

Each executive director has a service contract with Reed Elsevier
Group plc, as summarised in the table below.

Current contractdate Date employment commenced Expiry date (subject to notice period) Notice period Subjectto
Erik Engstrom 14 March 2011 23 August 2004 14 June 2028 12 months English law
Mark Armour 7 October 1996 1 February 1995 Retires 31 December 2012 12 months English law
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Mark Armour’s retirementterms
The following terms willapply to Mark Armour in connection with
hisretirementon 31 December 2012:

his participation in the REGP will cease once the performance
share award has been performance-testedin 2013. All of the
performance shares earned will be released at that time and
dividend equivalents relating to the earned shares will be paid
in cash atthe same time. The vesting of the performance
shareswill be subject to the cap applicable to the REGP, with
the cap being pro-rated by 3/5th to reflect his years of actual
service during the performance period of 1 January 2010
through to 31 December 2014. He will not be eligible fora grant
of matching sharesin 2013 and there will be no further
entitlement for payments under this plan;

his shareholding requirement under the REGP of two times
salarywill ceasein 2013, once the extent of any vesting of the
performance share award under the REGP has been
determined;

no ESOS award will be made to himin 2012;

existing covenants relating to non-competition, non-
solicitation and confidentiality will remain in place for
12 months post-retirement;

allunvested share-based awards will be treated in accordance
with the rules of the plans, and outstanding ESOS options
remain exercisable for up tothree and a halfyears from
retirement;

he will be eligible to draw his pension under the UK Reed
Elsevier Pension Scheme and the unapproved pension
arrangementinaccordance with the terms of those schemes
from 1 January 2013; and

no further payments will be due.

Policy on external appointments

The Committee believes that the experience gained by allowing
executive directors to serve as non-executive directors on the
boards of other organisations is of benefit to Reed Elsevier.
Accordingly, executive directors may, subject to the approval of the
Chairman andthe Chief Executive Officer, serve as non-executive
directors on the boards of up to two non-associated companies (of
which only one may be to the board of a major company) and they
may retain remuneration arising from such appointments.

Mark Armourisanon-executive director of SABMiller plc and
received remuneration of £100,694 during 2011 (£59,610 during
2010 reflecting pro-rata payments since appointment).

The policy on non-executive directors’ feesis a matter for the
Boards, subject to applicable law, and does not fall within the
Committee’s remit.

Reed Elsevier seeks to recruit non-executive directors with the
experience to contribute to the boards of a dual-listed global
business and with a balance of personal skills that willmake a
major contribution to the Boards and their committee structures.
With the exception of Marike van Lier Lels who serves only on the
Supervisory Board of Reed Elsevier NV, non-executive directors,
including the Chairman, are appointed to the Boards of Reed
Elsevier Group plc, Reed Elsevier PLC and the Supervisory Board
of Reed Elsevier NV. Non-executive directors’ fees reflect the
directors”membership of the three Boards.

The primary source for comparative market datais the practice of
FTSE 50 companies, although reference isalso made to AEXand
US listed companies.

Non-executive directors, including the Chairman, serve under
letters of appointment and are not entitled to notice of, or
payments following, retirement from the Boards.

Feelevels

Non-executive directors receive an annual fee inrespect of their
memberships of the Boards of Reed Elsevier PLC, Reed Elsevier
NVand Reed Elsevier Group plc. The fee paid to Marike van

Lier Lels,who servesonly onthe Supervisory Board of Reed
Elsevier NV, reflects her time commitment to that company and to
other companies within the Reed Elsevier combined businesses.
Non-executive directors are reimbursed for expensesincurredin
attending meetings. They do not receive any performance-related
bonuses, pension provision, share options or other forms of
benefit, except for the following: the Chairmanisin receipt of
private medical benefitand non-executive directors and the
Chairman are provided with tax filing supportto meet any taxfiling
obligations arising from their directorships with Reed Elsevierin
countries other than theirhome country.

Fees maybe reviewed annually, although in practice they have
changedonaless frequent basis. During 2011, fees were reviewed
for non-executive directors, Supervisory Board members and
the Chairman, taking account of market practice and general
governance trends. Prior to that, fees for non-executive directors
and Supervisory Board members had last been reviewed in 2007
and increased with effect from 1 January 2008 although a
separate fee for the seniorindependent director was introduced
with effect from 1 January 2011.
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The changesinfeesresulting from the 2011 review, which took
effecton 1January 2012, are set outin the table below.

Annualfee 2012 Annualfee 2011
Chairman £550,000 £500,000
Non-executive directors £65,000/€80,000 £55,000/€75,000
Senior Independent Director £20,000 £20,000

Chairman of:
- Audit Committee
- Remuneration Committee

£25,000/€30,000 £15,000/€20,000
£20,000 £15,000

The totalannual fee payable to Marike van Lier Lelsis €65,000
(€48,000in 2011). The Chairman of Reed Elsevier does not receive
committee chairman fees.

Asrequired by the Large and Medium-sized Companies and
Groups (Accounts and Reports) Regulations 2008, the graphsiin
this section show the Reed Elsevier PLC and Reed Elsevier NV
total shareholderreturn performance, assuming dividends were
reinvested. They compare the Reed Elsevier PLC performance
with thatachieved by the FTSE 100, and the Reed Elsevier NV
performance with the performance achieved by the Euronext
Amsterdam (AEX] Index, over the five-year period from

31 December 2006 to 31 December 2011.

Forthe five-year period from 31 December 2006, the TSR for Reed
Elsevier PLCwas 7.1%, againsta FTSE 100 return of 5.9%. For
Reed Elsevier NVduring the same period, TSR was minus 18.3%
againstan AEXIndexreturn of minus 27%. Reed Elsevier PLCis a
member of the FTSE 100 index and Reed Elsevier NVisamember
ofthe AEXIndex. Therefore, these indices are relevant.

120%
/\ /\ﬁ
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\/
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75

120%
100% /\
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Forthe purposes of the charts, the total shareholder returnis
calculated on the basis of the average share priceinthe 30 trading
days prior to the respective year end and on the assumption that
dividends were reinvested.

Theinformation setoutin this section forms part of the audited
disclosuresinthis Report. Forthe purposes of the disclosuresin
this section, the average exchange rates for the relevantyear have
beenused.

Aggregate emoluments

The emoluments of the directors of Reed Elsevier PLC and Reed
Elsevier NV (including any entitlement to fees or emoluments
from either Reed Elsevier Group plc or Elsevier Reed Finance BV)
were as follows:

20M 2010

£000 £000
Salariesand fees 2,590 3,324
Benefits 56 97
Annual performance-related bonuses 1,634 2,351
Payments for loss of office - 499
Pension contributions 42 43
Total 4,322 6,314
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Individual fees of non-executive directors

201 2010
E** E**
Mark Elliott 70,000 70,000
Anthony Habgood 500,000* 500,000*
Adrian Hennah (from 20 April 2011) 38,475 -
Lisa Hook 55,000 55,000
Marike van Lier Lels (from 13 January 2010) 41,739*** 39,744
Robert Polet 55,000 55,000
Sir David Reid 75,000 55,000
Lord Sharman (until 20 April 2011) 18,333 63,750
BenvanderVeer 82,609*** 71,225
Total 936,156 909,719

*Excludes private medicalinsurance benefitof £1,329 in respect of 2011 (£1,244in 2010).

**The above figures exclude animputed notional benefitin respect of tax filing support provided to non-executive directors for taxfilings in countries other than theirhome
countryresulting fromtheir directorship with Reed Elsevier. The incremental assessable benefitcharge perrelevanttax return has been agreed by PwC toamount to £300.
***The feesfor Marikevan Lier Lelsand BenvanderVeerare paidineuroandwere €48,000and €95,000 respectively for 2011. For reporting purposes these were converted

into pounds sterling atthe average exchange rate forthe year of reporting.

Otherrequired disclosures
No loans, advances or guarantees have been provided on behalf of any director.

The 2008-10 cycle of awards made under ESOS and LTIP lapsed for the executive directors as a result of performance conditions not
being met. The executive directors made no notional pre-tax gains during 2011 on any multi-year incentives (also none in 2010).

Individual emoluments of executive directors

Salary Benefits Bonus Total 2011 Total 2010

£ £ £ £ £

Erik Engstrom 1,025,000 28,492 1,021,925 2,075,417 2,028,108

Mark Armour 628,776 22,988 611,799 1,263,563 1,248,742
Total 1,653,776 51,480 1,633,724 3,338,980 3,276,850

Market value options awarded under ESOS and restricted shares awarded in the year of reporting under the BIP are set out by executive
director on pages 77-78. Vesting is subject to performance conditions relating to growth in adjusted EPS and ROIC as described in the
front section of this Report. The maximum number of options that can vest under the ESOS and the maximum number of restricted
sharesthat canvestunderthe BIP is equivalent to the awards granted. Erik Engstrom was the highest paid directorin 2011.

Directors’ shareholdingsin Reed Elsevier PLC and Reed Elsevier NV

Theinterests of those individuals who were directors of Reed Elsevier PLC and Reed Elsevier NVas at 31 December 2011 inthe issued
share capital of the respective companies at the beginning and end of the year are shown below.

Reed Elsevier PLC
ordinaryshares

Reed Elsevier NV
ordinaryshares

1January 31 December 1January 31December

2011* 2011 2011* 2011

Mark Armour 248,742 248,742 136,889 136,889
Mark Elliott - - - 7,600
Erik Engstrom 107,040 107,040 383,450 447,356
Anthony Habgood 50,000 50,000 25,000 25,000
Adrian Hennah - 5,163 - -
LisaHook - - - -
Marikevan Lier Lels - - - -
Robert Polet - 1,000 - -
SirDavid Reid - - - -
BenvanderVeer - - 1,298 5,000

*On date of appointmentif subsequentto 1 January 2011.

There have been nochangesintheinterests of the directorsin Reed Elsevier PLC or Reed Elsevier NV ordinary shares at the date of

this Report.
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Share-based awards in Reed Elsevier PLC and Reed Elsevier NV
Details of vested options (shown in )and unvested options and restricted shares held by executive directors in Reed Elsevier PLC
(PLC) and Reed Elsevier NV (NV) as at 31 December 2011 are shown in the tables below. The shading in the tables denotes awards
granted during the year of reporting. The vesting of outstanding unvested awards is subject to performance conditions in accordance
with the provisions of the respective planrules. Fordisclosure purposes, any PLC and NVADRs awarded under the BIP have been
converted intoordinary share equivalents. At the date of this Report there have been no changesin the options or restricted shares held
by executive directorsin office at 31 December 2011 other than those relating to the 2009-11 cycles of ESOS and LTIP as disclosed on
pages 71and 72. The market price at the date of award of grants made under the multi-year incentives are based on the middle market
price of the respective security. @
g
@
@
2
No. of No. of No. of Gross No. of
options options options Market gains options
heldon granted exercised  priceper made on heldon Unvested Options
Year of Option 1Jan during Option during  shareat exercise 31Dec options exercisable
grant over: 201 201 price 2011 exercise £/€ 2011 vesting on: until:
ESOS
o
2008 PLCord 143,000 £6.275 - Lapsed %
NV ord 94,000 €12.21 - Lapsed =
2009 PLCord 146,923 £5.420 146,923 Lapsed* %
NV ord 95,399 €9.415 95,399 Lapsed* 2
2011 PLCord - 139,146 £5.390 139,146 5May 2014 5May 2021
NV ord - 92,953 €8.969 92,953 5May 2014 5May 2021
LTIP
o 1011958 139,146 1008104
TotalNVords 683,641 92,953 682,594
*|apsed priorto the date of this Report.
@
:
No. of No. of =
unvested No. of No. of Notional unvested B
shares shares Market shares Market gross shares o
heldon awarded priceper vested priceper gainsat heldon
Year of Type of 1Jan during  shareat during  shareat vesting 31Dec Date of
grant security 201 201 award 201 vesting £/€ 201 vesting
BIP 2010 NVord 140,378 €8.310 140,378 H12013
201 NV ord 122,352 €8.969 122,352 H12014
LTIP 2008 PLCord 68,500 £6.275 - Lapsed
NVord 45,000 €12.21 - Lapsed
2009 PLCord 103,902 £5.420 103,902 Lapsed*
NV ord 67,465 €9.415 67,465 Lapsed*
REGP 2010 PLCord 643,086 £4.665 643,086 50%H12013
50%H12015
NVord 422,310 €8.310 422,310 50%H12013
50%H12015
Total PLC ords 815,488 746,988
TotalNVords 675,153 122,352 752,505

*Lapsed priorto the date of this Report.
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No. of No. of No. of Gross No. of
options options options Market gains options
heldon granted exercised  priceper made on heldon Unvested Options
Year of Option 1Jan during Option during  shareat exercise 31Dec options exercisable
grant over: 20M 201 price 2011 exercise £/€ 2011 vestingon: until:
ESOS 2001 PLCord 62,974 £6.590 - Expired*
NV ord 44,882 €14.75 - Expired*
2008 PLCord 144,000 £6.275 - Lapsed
NVord 94,000 €12.21 - Lapsed
2009 PLCord 147,692 £5.420 147,692 Lapsed**
NV ord 95,899 €9.415 95,899 Lapsed**
2011 PLCord - 85,358 £5.390 85,358  5May2014 5May2021
NV ord - 57,021 €8.969 57,021 5May 2014 5May 2021
LTIP
SAYE 2010 PLCord 2,173 £4.176 2,173 1Aug 2013 1Feb2014
Total PLC ords 1,030,578 85,358 908,962
TotalNVords 695,512 57,021 613,651
*Expired unexercised on 23 February 2011.
**Lapsed prior to the date of this Report.
No. of No. of
unvested No. of No. of Notional unvested
shares shares Market shares Market gross shares
heldon awarded  price per vested  priceper gainsat heldon
Year of Type of 1Jan during  shareat during  shareat vesting 31 Dec Date of
grant security 2011 20m award 2011 vesting £/€ 201 vesting
BIP 2010  PLCord 65,054 £4.665 65,054 H12013
NV ord 42,512 €8.310 42,512 H12013
2011 PLCord - 56,876 £5.390 56,876 H12014
NV ord - 37,687 €8.969 37,687 H12014
LTIP 2008 PLCord 67,000 £6.275 - Lapsed
NVord 44,000 €12.21 - Lapsed
2009 PLCord 76,397 £5.420 76,397 Lapsed**
NV ord 49,605 €9.415 49,605 Lapsed**
REGP 2010 PLCord 394,495 £4.665 394,495 H12013
NVord 259,062 €8.310 259,062 H12013
Total PLC ords 602,946 56,876 592,822
TotalNVords 395,179 37,687 388,866

**Lapsed priorto the date of this Report.
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Otherrequired disclosuresinrespect of share-based awards
The number of shares and options thatvestin respect of all

outstanding (unvested) awards under the multi-yearincentives
depend on the extent to which performance conditions are met.

Inrespectof the REGP, the maximum number of shares that can
vestis 150% of the number of shares shownin the tables above.
Inrespectof ESOS and BIP, the number of awards shown in the
table is the maximum capable of vesting. ESOS awards vest on
the third anniversary and expire on the tenth anniversary of the
date of grant. For LTIP, the number of shares shown in the share
tables reflects the target award.

Options underthe SAYE scheme, in which all eligible UK
employees areinvited to participate, are granted ata maximum
discount of 20% to the market price attime of grant. They are
normally exercisable after the expiry of three or five years from
the date of grant. No performance targets are attached to these
option grantsasthe SAYE isan all-employee scheme.

The middle market price of a Reed Elsevier PLC ordinary share
atthe date of award of grantsin 2011 under the BIP was £5.39.
The middle market price of a Reed Elsevier NV ordinary share
atthe date of award of grantsin 2011 under the BIP was €8.969.

The middle market price of a Reed Elsevier PLC ordinary share
during theyearwasinthe range of £4.613to £5.905and at

31 December 2011 was £5.19. The middle market price of a Reed
Elsevier NVordinary share during the year wasin the range of
€7.588t0€10.27 and at 31 December 2011 was €9.007.

Dilution

At 31 December 2011, the estimated potential dilution overa
ten-year period from awards over Reed Elsevier PLC shares
underall share-based planswas 5.1% of the Reed Elsevier PLC
share capital. The estimated potential dilution over the same
periodinrespectof awards over Reed Elsevier NV shares was
5.3% of the Reed Elsevier NV share capitalat 31 December 2011.
The estimated potential dilution in relation to executive
share-based planswas 4.6% of the Reed Elsevier PLC and 5% of
the Reed Elsevier NV share capitalat 31 December 2011.

Employee Benefit Trust

Any securities required to satisfy entitlements under the REGP,
LTIPand BIP are provided by the Employee Benefit Trust (EBT) from
market purchases. As a potential beneficiary underthe EBT in the
same way as other employees of Reed Elsevier, each executive
directoris deemedto beinterestedinall the shares held by the EBT
which, at 31 December 2011, amounted to 14,051,025 Reed Elsevier
PLC ordinary shares (1.12% of issued share capital) and 7,380,906
Reed Elsevier NV ordinary shares (0.96% of issued share capital).
These numbersinclude ordinary share equivalents held in the
form of Reed Elsevier PLC ADRs and Reed Elsevier NVADRs.

Approved by the Board of Reed Elsevier Group plc on
15 February 2012.

Mark Elliott

Chairman of the Remuneration Committee

Approved by the Board of Reed Elsevier PLC on

15 February 2012.

Mark Elliott

Non-Executive Director

Approved by the Combined Board of Reed Elsevier NV
on 15 February 2012.

Mark Elliott
Member of the Supervisory Board
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Report of the Audit Committees

Thisreport has been prepared by the Audit Committees of
Reed Elsevier PLC and Reed Elsevier NVin conjunction with the
Audit Committee of Reed Elsevier Group plc (the Committees)
and has been approved by the respective Boards. It provides
anoverview of the membership, responsibilities and activities
of the committees.

Membership

The Committees each comprise at least three independent
non-executive directors. The members of each of the Committees
that served during the year are: Benvan der Veer (Chairman of the
Committees), Lisa Hook, Sir David Reid, Lord Sharman (until his
retirementin April 2011) and Adrian Hennah (from appointment

in April 2011). Sir David Reid and Adrian Hennah, both UK
chartered accountants, and Benvan derVeer, aregistered
accountantin

the Netherlands, are considered to have significant, recentand
relevantfinancial experience. Biographies of the members of each
of the Committees are set outon pages 52 and 53 and details of the
number of meetings attended by each of the members are
provided on page 58.

Appointments to the Committees are made on the
recommendation of the Nominations Committee and are for
periods of up to three years, extendable by no more than two
additional three-year periods, so long as the member continues
to beindependent. Details of the remuneration policy in respect
of members of the Committees and the remuneration paid to
members for the yearended 31 December 2011 are set outin the
Directors’ Remuneration Report on pages 63to 79.

Responsibilities

The mainrole and responsibilities of the Committees in relation to
therespective companies are set outin written terms of reference
andinclude:

(i) tomonitorthe integrity of the financial statements of the
company, and any formalannouncements relating to the
company’s financial performance, reviewing significant
financial reporting judgements contained therein;

(i) toreviewthe company’sinternal financial controls and the
company’sinternal controland risk management systems;

(i) tomonitorand review the effectiveness of the company’s
internalaudit function;

(iv) tomakerecommendationsin relation to the appointment of
the external auditor and to approve the remuneration and
terms of engagement of the external auditor;

(v] toreviewand monitorthe externalauditors’ independence
and objectivity and the effectiveness of the audit process,
takinginto consideration relevant professionaland
regulatory requirements; and

(vi) todevelopand recommend policy onthe engagement of the
externalauditor to supply non audit services and to monitor
compliance.

The Committeesreporttothe respective Boards on theiractivities
identifying any mattersin respect of which they consider that
actionorimprovementis needed and making recommendations
astothe stepstobetaken.

The Reed Elsevier Group plc Audit Committee fulfils thisrolein
respect of the publishing and information operating business.
The functions of an audit committee in respect of the financing
activitiesare carried out by the Supervisory Board of Elsevier
Reed Finance BV. The Reed Elsevier PLC and Reed Elsevier NV
Audit Committees fulfil their roles from the perspective of the
parent companies and both Committees have access to the
reports toand the work of the Reed Elsevier Group plc Audit
Committee and the Elsevier Reed Finance BV Supervisory Board
inthis respect.

The Committees have explicit authority to investigate any matters
within their terms of reference and have accesstoall resources
and information that they may require for this purpose.

The terms of reference of each Audit Committee are reviewed
annually and a copy of each is published on the Reed Elsevier
website, www.reedelsevier.com.

Principal activities

The Committees hold meetings five times ayear:in January,
February, June, Julyand December, and reports on these meetings
are made tothe respective Boards at the nextboard meetings. The
principal business of these meetings typically includes:

-January:review of critical accounting policies and practices,
and significant financial reporting issues and judgements arising
in connection with the annual financial statements, including
appropriateness of the going concern assumption; review of
risk managementactivities, compliance and internal control
effectiveness; reviewingand approving the internal audit plan;
review of internal audit findings; review of the Reed Elsevier
policy on auditorindependence and the fees paid to the external
auditor for auditand non audit services; review of information
technology security;

- February: review of external audit findings; review and
recommending for approval to the Boards of annual financial
statements, results announcement, annualreporton
Form 20-F and related formal statements; review of treasury
policy compliance;

-June: monitoring and assessing the qualification, performance,
expertise, resources, objectivity and independence of the
externalauditors and the effectiveness of the external audit
process; agreeing the externalaudit plan; reviewing significant
financialreporting issues and judgements arising in connection
with the interim financial statements; review of significant
externalfinancialreportingand regulatory developments;
review of tax policies: review of compliance activities; review
of report from external auditors on control matters; review of
internal audit findings;

- July: review of critical accounting policies and practices, and
significant financial reportingissues and judgements arising
in connection with the interim financial statements, including
appropriateness of the going concern assumption; review of
externalaudit findings; review and recommending for approval
tothe Boards of the interim financial statements, results
announcement and related formal statements; review of risk
management activities and internal audit findings; review and
approval of the external audit engagement letters; review of
estimated external audit fees;
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- December: review of year end financial reporting and accounting
issues; review of significant external financial reporting and
regulatory developments; review of external audit findings to
date; review of internal audit findings; review of the terms of
reference and effectiveness of internal audit; review of the terms
of reference of the Audit Committees.

The Audit Committee meetings are typically attended by the Chief
Financial Officer, the Reed Elsevier Group plc group financial
controller, chief risk officer and director of internal audit, and
audit partners of the external auditors. Additionally, the managing
director and senior representatives of the external auditors of
Elsevier Reed Finance BV attend the July and February meetings
of the parent company Audit Committees. At least one meeting
eachyear, the Committees meet separately with the external
auditors without management present. At least once annually, the
Chairman of the Audit Committee meets separately with the Reed
Elsevier Group plc chiefrisk officer and director of internal audit.

Indischarging their principal responsibilities in respect of the 2011
financialyear, the Committees have:

(i) receivedanddiscussed reports fromthe Reed Elsevier Group
plc group financial controller that set out areas of significance
inthe preparation of the financial statements, including:
review of the carrying values of goodwill and intangible
assets for possible impairment, review of estimated useful
lives of intangible assets, accounting for pensions and related
assumptions, accounting for share based remuneration
and related assumptions, review of the carrying value of
investments, accounting treatment for acquisitions and
disposals and business restructuring, application of revenue
recognition and cost capitalisation policies, review of tax
reservesand provisions for lease obligations, and the
use of the going concern basis in the preparation of the
financial statements.

(i) reviewed the criticalaccounting policies and compliance
with applicable accounting standards and other disclosure
requirements and received regular update reportson
accounting and regulatory developments.

(iii) receivedanddiscussed regular reports onthe management
of materialrisks and reviewed the effectiveness of the
systems of internal control. As part of this review, detailed
internal control evaluation and certification is obtained from
managementacross the operating businesses, reviewed by
internalauditand discussed with the Committees.

(iv) receivedanddiscussedregularreportsfromthe Reed
Elsevier Group plc chief risk officerand director of internal
audit summarising the status of the Reed Elsevier risk
management activities and the findings from internal audit
reviews and the actions agreed with management. Areas of
focusin 2011 included: project management of development
spend, particularly in relation to the significant product and
infrastructure investmentin the US legal business;
acquisition integration activities; regulatory compliance and
review of information security including the management of
data privacy; business continuity planning; and continued
compliance with the requirements of Section 404 of the US
Sarbanes-Oxley Actrelating to the documentation and
testing of internal controls over financial reporting.

81

(v] reviewedandapproved theinternalaudit planfor2011
and monitored execution, including progress in respect of
recommendations made. Reviewed the resources, budget
and effectiveness of the internal audit function.

(vi) received presentations from the Reed Elsevier Group plc
vice president compliance on the compliance programmes,
including the operation of Reed Elsevier’s codes of conduct,
training programmes, whistleblowing arrangements and
proceduresinrespectof the UK Bribery Act requirements;
fromthe Reed ElsevierInc. general counselon the
management of data privacy, security and compliance; and
fromthe Reed Elsevier Group plc IT security officer on
information technology security.

(vii) received updates from the Reed Elsevier Group plc group
treasurer on pension arrangements and funding, compliance
with treasury policies and risk management, and on global
insurance arrangements.

(viii) received a presentation from the Reed Elsevier Group plc
head of group taxation on tax policies and related matters.

(ix) receivedregularupdatesfrom the chief financial officer on
developments within the finance function.

(x) received presentations on a rotational basis from the chief
financial officers of major businesses on the priorities for
the finance functions of those businesses and the risk
managementand internal control activities.

The externalauditors have attended all meetings of the
Committees. They have provided written reports at the February,
June, Julyand December meetings summarising the most
significantfindings from their auditwork. These reports have been
discussed by the Committees and actions agreed where necessary.

External audit effectiveness

The Audit Committees have the delegated responsibility for
reviewing the effectiveness of the externalaudit and overseeing
theindependence and objectivity of the auditors. Reed Elsevier
has awell established policy on audit effectiveness and
independence of auditors that sets out inter alia: the
responsibilities of each Audit Committee in the selection of
auditors to be proposed for appointment or reappointment at the
respective annual general meetingand foragreementon the
terms of their engagement and the scope of the annual audit; the
auditorindependence requirements and the policy on the
provision of non audit services; the rotation of audit partners and
staff; and the conduct of meetings between the auditors and the
Audit Committees. The policyis available on the Reed Elsevier
website, www.reedelsevier.com.

The auditorsare precluded from engaging in non audit services
that would compromise theirindependence orviolate any
professional requirements or regulations affecting their
appointment as auditors. In general, the auditors may not provide
aservice which creates a mutuality of interest; places the auditor
ina position to audit their own work; results in the auditoracting in
a capacity akin to that of a company manager or employee; or puts
the auditorinthe role of advocate for the company. The policy sets
out specific services that may not be provided by the auditors.

The auditors may, however, provide non audit services which do
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not conflictwith theirindependence, and where their skills and
experience make them a logical supplier of the services, subject to
pre-approval by the Audit Committee. The Committees have, each
quarter, reviewed and agreed the non audit services provided in
2011, together with the associated fees which are set outin note 3
tothe combined financial statements. The non audit services
provided were inthe areas of tax compliance, due diligence and
othertransaction related services.

The externalauditors are required to rotate the lead audit
partnersresponsible for the auditengagements everyfive years.
The lead engagement partner for Reed Elsevier PLC has now
completed his third year of auditing Reed Elsevier’s financial
statements and the lead engagement partner for Reed Elsevier
NV has completed two years. Any decision to open the audit to
tenderis taken only onthe recommendation of the Committees.
The externalauditors have confirmed theirindependence

and compliance with the Reed Elsevier policy on auditor
independence.

The Committees conducted anannual review during 2011 of the
performance of the external auditors and the effectiveness of the
externalaudit process forthe yearended 31 December 2010. As
partof this process, the Committees reviewed the reporton the
externalauditors by the Audit Inspection Unit of the UK Financial
Reporting Councilissued in June 2011. Based on these reviews,
and on their subsequent observations onthe planningand
execution of the external audit for the year ended 31 December
2011, the Committees have recommended to the respective
Boards that resolutions for the reappointment of the external
auditors be proposed at the forthcoming Annual General
Meetings. Deloitte LLP and Deloitte Accountants BV or their
predecessor Deloitte firms were first appointed respectively
auditors of Reed Elsevier PLC and Reed Elsevier NV for the
financialyear ended 31 December 1994. In addition to the annual
review of the performance of the external auditors and the
effectiveness of the audit process, at least every four years the
Committees will consider whether the objectives of the audit
would be better served through a formaltender process for the
auditor appointment.

The effectiveness of the operation of the Audit Committees was
reviewed as part of the effectiveness review of the Boards in
February2012.

BenvanderVeer
Chairman of the Audit Committees

15 February 2012
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84 FINANCIAL STATEMENTS AND OTHER INFORMATION
COMBINED FINANCIAL STATEMENTS

Combined income statement

2011 2010
Note £m £m
Revenue 1 6,002 6,055
Costofsales (2,126) (2,209)
Grossprofit 3,876 3,846
Selling and distribution costs (1,075) (1,091)
Administration and other expenses (1,626) (1,687)
Operating profit beforejointveht‘l‘j‘f‘ég """""""""""""""""""""""""""""""""""""""""""" 1,175 1068
Share of results of joint ventures 30 22
Operating profit o 2 1,205 1,090
Financeincome 7 17 8
Finance costs 7 (252) (284)
Netfinancecosts (235) (276)
Disposals and othernon operat‘ih‘é 8 (22) (46)
Profit before tax o 948 768
Taxation 9 (181) (120)
Netprofitfortheyear 767 648
Attributable to:
Parent companies’ shareholders 760 642
Non-controlling interests 7 6
Netprofitfortheyear 767 648
Combined statement of comprehensive income
2011 2010
Note £m £m
Net profit for theyear 767 648
Exchange differences ontranslation of foreign operations 32 94
Actuarial losses on defined benefit pension schemes 5 (113) (63)
Fairvalue movements on available for sale investments (1) -
Fairvalue movements on cash flow hedges (24) (58)
Transferto net profit from hedge reserve (net of tax) 18 37 46
Taxrecognised directly in equity 9 42 29
Other comprehensive [expens‘e‘]‘/ """"" (27) 48
Total comprehensiveincome for the year 740 696
Attributable to:
Parent companies’ shareholders 733 690
Non-controlling interests 7 6
Totalcomprehensiveincome for theyear """""""""""""""""""""""""""""""""""""" 740 696
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Combined statement of cash flows

85

2011 2010
Note £m £m
Cash flows from operating activities
Cash generated from operations " 1,735 1,649
Interest paid (247) (295)
Interest received 12 8
Tax paid (net) (218) (9)
Net cash fromoperating activities 1,282 1,353
Cash flows frominvesting activities
Acquisitions 11 (481) (50)
Purchases of property, plantand equipment (85) (83)
Expenditure oninternally developed intangible assets (265) (228)
Purchase of investments (10) (5)
Proceeds from disposals of property, plantand equipment 7 7
Net proceeds from other disposals 80 6
Dividends received from joint ventures 33 24
Net cashusedininvesting activities (721) (329)
Cash flows from financing activities
Dividends paid to shareholders of the parent companies (497) (483)
Distributions to non-controlling interests (9) (8)
Increase/(decrease)in shortterm bank loans, overdrafts and commercial paper 210 (143)
Repayment of other loans (248) (394)
Repayment of finance leases (22) (7)
Acquisition of non-controlling interests (48) -
Proceeds onissue of ordinary shares 9 "
Net cashusedin financing activities (605) (1,024)
Decreasein cashand cash equivalents 1 (44) -
Movement in cash and cash equivalents
Atstartof year 742 734
Decreasein cash and cash equivalents (44) -
Exchange translation differences 28 8
Atend of year 726 742
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Combined statement of financial position

20M 2010
Note £m £m
Non-currentassets
Goodwill 14 4,729 4,441
Intangible assets 15 3,494 3,457
Investmentsin joint ventures 16 124 136
Otherinvestments 16 64 48
Property, plantand equipment 17 288 291
Net pension assets 5 - 55
Deferredtaxassets 19 212 151
8,911 8,579
Currentassets
Inventories and pre-publication costs 20 190 228
Trade and otherreceivables 21 1,483 1,475
Derivative financial instruments 149 134
Cashandcash equivalents " 726 742
2,548 2,579
Assets held for sale 22 44 -
Totalassets 11,503 11,158
Current liabilities
Trade and other payables 23 2,657 2,584
Derivative financial instruments 69 80
Borrowings 24 982 516
Taxation 677 646
Provisions 26 39 71
4,424 3,897
Non-current liabilities
Borrowings 24 3,300 3,786
Deferred tax liabilities 19 1,236 1,192
Net pension obligations 5 242 225
Provisions 26 87 88
4,865 5,291
Liabilities associated with assets held for sale 22 17 -
Total liabilities 9,306 9,188
Netassets 2,197 1,970
Capitalandreserves
Combined share capitals 28 223 224
Combined share premiums 28 2,723 2,754
Combined shares held intreasury 28 (663) (677)
Translationreserve 88 29
Other combined reserves 29 (199) (387)
Combined shareholders’ equity 2,172 1,943
Non-controlling interests 25 27
Total equity 2,197 1,970
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Combined statement of changes in equity 2
g
Combined Combined Combined Other Combined Non-
share share sharesheld Translation combined shareholders” controlling Total
capitals premiums intreasury reserve reserves equity interests equity
Note £m £m £m £m £m £m £m £m
Balance at 1 January 2010 225 2,807 (698) (100) (502) 1,732 27 1,759
Total comprehensive income
fortheyear - - - 94 596 690 6 696
Dividends paid 13 - - - - (483) (483) (8) (491)
Issue of ordinary shares, -
net of expenses - [ - - - [ - " g
Decreaseinshare based 5
remuneration reserve - - - - (7) (7) - (7) B
Settlement of share awards - - 9 - (9) - - - =
Exchange differences on =
translation of capital
andreserves (1) (64) 12 35 18 - 2 2
Balanceat 1 January 2011 224 2,754 (677) 29 (387) 1,943 27 1,970
Total comprehensive income
fortheyear - - - 32 701 733 7 740
Dividends paid 13 - - - - (497) (497) 9 (506)
Issue of ordinary shares,
netof expenses - 9 - - - 9 - 9
Increase in share based o
remunerationreserve - - - - 27 27 - 27 §
Acquisitions - - - - - - 5 5 o
Acquisition of §
non-controlling interests - - - - (43) (43) (5) (48) 2
Settlement of share awards - - 7 - (7) - - -
Exchange differenceson
translation of capital
andreserves (1) (40) 7 27 7 - - -
Balance at 31 December 2011 223 2,723 (663) 88 (199) 2,172 25 2,197
&
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Accounting policies

The Reed Elsevier combined financial statements are preparedin
accordance with International Financial Reporting Standards
(IFRS) as endorsed by the European Union and as issued by the
International Accounting Standards Board (IASB). The combined
financial statements are prepared on a going concern basis, as
explained on pages 60 and 61.

The Reed Elsevieraccounting policies under IFRS are set out below.

Basis of preparation

The equalisation agreement between Reed Elsevier PLC and Reed
Elsevier NVhasthe effect that their shareholders can be regarded
as having the interests of a single economic group. The Reed
Elsevier combined financial statements [“the combined financial
statements”) represent the combined interests of both sets of
shareholders and encompass the businesses of Reed Elsevier
Group plc and Elsevier Reed Finance BV and their respective
subsidiaries, associates and joint ventures, together with the

two parent companies, Reed Elsevier PLC and Reed Elsevier NV
(“the combined businesses”).

In preparing the combined financial statements, subsidiaries of
Reed Elsevier Group plcand Elsevier Reed Finance BVare
accounted forunder the purchase method and investmentsin
associates andjointventures are accounted for under the equity
method. Alltransactions and balances between the combined
businesses are eliminated.

On acquisition of a subsidiary, orinterestin an associate orjoint
venture, fairvalues, reflecting conditions at the date of acquisition,
are attributed to the netassets, including identifiable intangible
assetsacquired. Thisincludes those adjustments made to bring
accounting policiesinto line with those of the combined
businesses. The results of subsidiaries sold oracquired are
included in the combined financial statements up to or from the
date that control passes from or to the combined businesses.

Non-controlling interestsin the net assets of the combined
businesses are identified separately from combined
shareholders’ equity. Non-controlling interests consist of the
amount of those interests at the date of the original acquisition
and the non-controlling share of changes in equity since the date
of acquisition.

These financial statements form part of the statutory information
to be provided by Reed Elsevier NV, but are not for a legal entity
and do notinclude all the information required to be disclosed by a
company inits financial statements under the UK Companies Act
2006 or the Dutch Civil Code. Additionalinformationis givenin the
Annual Reports and Financial Statements of the parent companies
setouton pages 137to 184. Alist of principal businesses is set out
onpage 194.

In addition to the figures required to be reported by applicable
accounting standards, adjusted profitand operating cash flow
figures have been presented as additional performance
measures. Adjusted figures are shown before amortisation of
acquiredintangible assets, exceptional restructuring and
acquisition related costs, disposal gains and losses and other non
operatingitems, related tax effects and movements in deferred
taxation assets and liabilities that are not expected to crystallise
inthe neartermandinclude the benefit of taxamortisation where
available onacquired goodwilland intangible assets.

Adjusted operating profits are also grossed up to exclude the
equity share of taxes injointventures. Adjusted operating cash
flowis measured after dividends from joint ventures and net
capital expenditure, but before paymentsin relation to exceptional
restructuringand acquisition related costs. Reconciliations
betweenreported and adjusted figures are provided in note 10.

Foreign exchange translation

The combined financial statements are presented in pounds
sterling. Additionalinformation providing a translation into euros
of the primary Reed Elsevier combined financial statements and
selected notesis presented on pages 123 to 136.

Transactionsinforeign currencies are recorded at the rate of
exchange prevailing on the date of the transaction. Ateach
statement of financial position date, monetary assets and
liabilities that are denominated in foreign currencies are
retranslated at the rate prevailing on the statement of financial
position date. Exchange differences arisingare recorded in the
income statement other than where hedge accounting applies
assetoutbelow.

Assets and liabilities of foreign operations are translated at
exchange rates prevailing on the statement of financial position
date. Income and expense items and cash flows of foreign
operations are translated at the average exchange rate for the
period. Significantindividual items of income and expense and
cash flowsin foreign operations are translated at the rate
prevailing on the date of transaction. Exchange differences arising
are classified as equity and transferred to the translation reserve.
When foreign operations are disposed of, the related cumulative
translation differences are recognised within the income
statementin the period.

Reed Elsevier uses derivative financialinstruments, primarily
forward contracts, to hedge its exposure to certain foreign
exchange risks. Details of Reed Elsevier's accounting policies
inrespectof derivative financialinstruments are set out below.

Revenue

Revenue represents the invoiced value of sales less anticipated
returns on transactions completed by performance, excluding
customer sales taxes and sales between the combined
businesses.

Revenuesare recognised for the various categories of turnover
as follows: subscriptions - on periodic despatch of subscribed
productorrateably over the period of the subscription where
performance is not measurable by despatch; circulation and
transactional - ondespatch or occurrence of the transaction;
advertising - on publication or over the period of online display;
and exhibitions - on occurrence of the exhibition.

Where sales consist of two or more independent components
whose value can be reliably measured, revenue is recognised
oneach componentasitis completed by performance, based on
attribution of relative value.

Employee benefits

The expense of defined benefit pension schemes and other
post-retirementemployee benefits is determined using the
projected unit credit method and charged in the income statement
asanoperating expense, based on actuarialassumptions
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reflecting market conditions at the beginning of the financial year.
Actuarial gains and losses are recognised in full in the statement
of comprehensive incomein the period in which they occur.

Past service costsare recognised immediately to the extent that
benefits have vested, or, if not vested, on a straight line basis over
the period until the benefits vest.

Net pension obligations in respect of defined benefit schemesare
included in the statement of financial position at the present value
of scheme liabilities, less the fairvalue of scheme assets. Where
schemesareinsurplus, i.e. assets exceed liabilities, the net
pension assets are separately included in the statement of
financial position. Any net pension assetis limited to the extent
thatthe assetis recoverable through reductionsin future
contributions.

The expense of defined contribution pension schemes and other
employee benefitsis chargedin theincome statementasincurred.

Share based remuneration

The fairvalue of share based remuneration is determined at the
date of grantand recognised as an expenseintheincome
statementonastraight line basis over the vesting period, taking
account of the estimated number of shares that are expected to
vest. Market based performance criteria are taken into account
when determining the fair value at the date of grant. Non-market
based performance criteria are takeninto accountwhen
estimating the number of shares expected to vest. The fair value of
share based remuneration is determined by use of a binomial or
Monte Carlo simulation model as appropriate. All Reed Elsevier’s
share based remuneration is equity settled.

Borrowing costs

Borrowing costs thatare directly attributable to the acquisition,
construction or production of an asset that takes a substantial
period of time to bring to use are capitalised. All other interest
on borrowingsis expensedasincurred. The cost of issuing
borrowingsis generally expensed over the period of borrowing
soastoproduce aconstant periodic rate of charge.

Taxation

The tax expense represents the sum of the tax payable on the
currentyear taxable profits, adjustmentsin respect of prioryear
taxable profits, and the movements on deferred tax thatare
recognised inthe income statement.

The tax payable on currentyear taxable profitsis calculated using
the applicable tax rates that have been enacted, or substantively
enacted, by the date of the statement of financial position.

Deferredtaxisthetaxarising on differences between the carrying
amounts of assets and liabilities in the financial statements and
their corresponding tax bases used in the computation of taxable
profit,and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for
alltaxable temporary differences and deferred tax assets are
recognised to the extent that, based on current forecasts,

itis probable that taxable profits will be available against which
deductible temporary differences can be utilised. Deferred tax
isnotrecognised ontemporary differences arisingin respect

of goodwill thatis not deductible for tax purposes.
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Deferredtaxis calculated using tax rates that have been
substantively enacted at the date of the statement of financial
position. Full provision is made for deferred tax which would
become payable on the distribution of retained profits from foreign
subsidiaries, associates or joint ventures.

Movements in deferred tax are charged or credited in the income
statement, except when they relate to items charged or credited
directly to equity, inwhich case the deferred taxisalsorecognised
in equity. Deferred tax creditsin respect of share based
remuneration are recognised in equity to the extent that expected
taxdeductions exceed the related expense.

Goodwill

Onthe acquisition of a subsidiary or business, the purchase
considerationis allocated between the nettangible and intangible
assetsonafairvalue basis, with any excess purchase consideration
representing goodwill. Goodwill arising on acquisitions also
includes amounts corresponding to deferred tax liabilities
recognisedinrespect of acquired intangible assets.

Goodwillisrecognised as anasset and reviewed forimpairment
atleastannually. Anyimpairmentis recognised immediatelyin
theincome statementand not subsequently reversed.

Ondisposal of asubsidiary or business, the attributable amount
of goodwillisincludedin the determination of the profit or loss
ondisposal.

Intangible assets

Intangible assets acquired as part of a business combination are
stated in the statement of financial position at their fair value as at
the date of acquisition, less accumulated amortisation. Internally
generated intangible assets are stated in the statement of
financial position at the directly attributable cost of creation

of the asset, lessaccumulated amortisation.

Intangible assets acquired as part of business combinations
comprise: market related assets (e.g. trademarks, imprints,
brands); customer related assets (e.g. subscription bases,
customer lists, customer relationships); editorial content;
software and systems (e.g. application infrastructure, product
delivery platforms, in-process research and development];
contract based assets (e.g. publishing rights, exhibition rights,
supply contracts); and other intangible assets. Internally
generated intangible assets typically comprise software and
systems developmentwhere anidentifiable assetis created that
is probable to generate future economic benefits.

Intangible assets, otherthan brands and imprints determined
to have indefinite lives, are amortised systematically over their
estimated useful lives. The estimated useful lives of intangible
assets with finite lives are as follows: marketand customer
related assets - 3to 40years; content, software and other
acquiredintangible assets - 3to 20years; and internally
developed intangible assets - 3to 10years. Brands and imprints
determined to have indefinite lives are notamortised and are
subjecttoimpairment review at least annually.
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Property, plant and equipment

Property, plantand equipment are stated in the statement of
financial position at cost less accumulated depreciation. No
depreciationis provided on freehold land. Freehold buildings and
long leases are depreciated over their estimated useful lives up to
amaximum of 50years. Short leases are written off over the
duration of the lease. Depreciationis provided on other assets
onastraight line basis over their estimated useful lives as follows:
leasehold improvements - shorter of life of lease and 10 years;
plant-3to 20years; office furniture, fixtures and fittings - 5to 10
years; computer systems, communication networks and
equipment-3to 7years.

Investments

Investments, other than investmentsin joint ventures and
associates, are stated in the statement of financial position at
fairvalue. Investments held as part of the venture capital portfolio
are classified as held for trading, with changesin fairvalue
reported through the income statement. All otherinvestments
are classified as available for sale with changesin fair value
recognised directly in equity until the investment is disposed of or
is determined to be impaired, at which time the cumulative gain or
loss previously recognised in equity is broughtinto the net profit or
loss for the period. Allitems recognised in the income statement
relating toinvestments, other thaninvestmentsinjointventures
and associates, are reported as non operating items.

Available for sale investments and venture capitalinvestments
held fortrading representinvestmentsin listed and unlisted
securities. The fairvalue of listed securities is determined based
on quoted market prices, and of unlisted securities on
management’s estimate of fair value based on standard valuation
techniques, including market comparisons and discounts of future
cash flows, having regard to maximising the use of observable
inputs and adjusting for risk. Independent valuation experts are
used as appropriate.

Investmentsinjointventures and associates are accounted for
under the equity method and stated in the statement of financial
position at cost as adjusted for post-acquisition changesin Reed
Elsevier'sshare of netassets, lessanyimpairmentinvalue.

Impairment

At each statement of financial position date, reviews are carried
out of the carrying amounts of tangible and intangible assets and
goodwill to determine whether there is any indication that those
assets have suffered animpairment loss. Ifany such indication
exists, the recoverable amount, whichis the higher of value in use
and fairvalue less coststo sell, of the asset is estimated in order
to determine the extent, if any, of the impairment loss. Where the
assetdoes notgenerate cash flows thatare independent from
otherassets, value in use estimates are made based on the cash
flows of the cash generating unit to which the asset belongs.
Intangible assets with anindefinite useful life are tested for
impairment at leastannually and whenever there is any indication
thatthe asset may be impaired.

Ifthe recoverable amount of anasset or cash generating unitis
estimated to be lessthanits net carryingamount, the net carrying
amount of the asset or cash generating unitisreducedtoits
recoverable amount. Impairment losses are recognised
immediately in the income statement in administration and

other expenses.

Inventories and pre-publication costs

Inventories and pre-publication costs are stated at the lower of
cost, including appropriate attributable overhead, and estimated
netrealisable value. Pre-publication costs, representing costs
incurred in the origination of content prior to publication, are
expensed systematically reflecting the expected sales profile
over the estimated economic lives of the related products,
generally uptofiveyears.

Leases

Assets held under leases which confer rights and obligations
similar to those attaching to owned assets are classified as assets
held underfinance leases and capitalised within property, plant
and equipment or software and the corresponding liability to
payrentalsis shown net of interestin the statement of financial
position as obligations under finance leases. The capitalised value
of the assetsis depreciated on a straight line basis over the
shorter of the periods of the leases or the useful lives of the
assets concerned. The interest element of the lease payments
isallocated soasto produce a constant periodic rate of charge.

Operating lease rentals are charged to the income statement
onastraightline basis over the period of the leases. Rentalincome
from operating leasesis recognised on a straight line basis over
the term of the relevant lease.

Cash and cash equivalents

Cashand cash equivalents comprise cash balances, call deposits
and other shortterm highly liquid investments and are held in the
statement of financial position at fair value.

Assets held for sale

Assets of businesses that are available forimmediate sale in their
current condition and forwhich a sales process has beeninitiated
are classified asassets held for sale, and are carried at the lower of
amortised costand fairvalue less coststosell. Non-current assets
arenotamortised or depreciated following their classification as
held forsale. Liabilities of businesses held for sale are also
separately classified on the statement of financial position.

Financialinstruments

Financialinstruments comprise investments (other than
investments in jointventures or associates), trade receivables,
cash and cash equivalents, payables and accruals, provisions,
borrowings and derivative financialinstruments.

Investments (other thaninvestmentsin joint ventures and
associates) are classified as either held for trading or available
for sale, as described above. (These investments are classified
aseither Level 1or 2inthe IFRS 7 fairvalue hierarchy.)

Trade receivables are carried in the statement of financial position
atinvoiced value less allowance for estimated irrecoverable
amounts. Irrecoverable amounts are estimated based on the
ageing of trade receivables, experience and circumstance.

Borrowings (other than fixed rate borrowings in designated
hedging relationships and for which the carrying value is adjusted
toreflect changesin the fair value of the hedged risk], payables,
accrualsand provisions are recorded initially at fair value and
subsequently atamortised cost.
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Derivative financialinstruments are used to hedge interest rate
and foreign exchange risks. Changes in the fair value of derivative
financialinstruments that are designated and effective as hedges
of future cash flows are recognised [net of tax] directly in equity in
the hedgereserve. If a hedged firm commitment or forecasted
transaction results in the recognition of anon financial asset or
liability, then, at the time that the asset or liability is recognised,
the associated gains or losses on the derivative that had previously
beenrecognisedinequityareincludedintheinitial measurement
of the asset or liability. For hedges that do not resultin the
recognition of an asset or a liability, amounts deferred in equity
arerecognised inthe income statementin the same period in which
the hedgeditem affects net profit or loss. Any ineffective portion
of hedgesis recognised immediately in the income statement.

Derivative financialinstruments thatare not designated as
hedginginstruments are classified as held for trading and
recorded in the statement of financial position at fair value, with
changesin fairvalue recognised in the income statement.

Where an effective hedge isin place against changesin the fair
value of fixed rate borrowings, the hedged borrowings are
adjusted for changes in fair value attributable to the risk being
hedged with a corresponding income or expense includedin the
income statement within finance costs. The offsetting gains or
losses from remeasuring the fair value of the related derivatives
arealsorecognised inthe income statement within finance costs.
When the related derivative expires, is sold or terminated, or no
longer qualifies for hedge accounting, the cumulative changein
fairvalue of the hedged borrowingis amortised in the income
statement over the period to maturity of the borrowing using the
effective interest method.

The fairvalues of interest rate swaps, interest rate options,
forward rate agreements and forward foreign exchange contracts
represent the replacement costs calculated using observable
market rates of interestand exchange. The fair value of long term
borrowings is calculated by discounting expected future cash
flows at observable market rates. (These instruments are
accordingly classified as Level 2 in the IFRS 7 fair value hierarchy.)

Cash flow hedge accounting is discontinued when a hedging
instrument expires oris sold, terminated or exercised, orno
longer qualifies for hedge accounting. At that time, any cumulative
gainorloss on the hedging instrument recognised in equity is
eitherretained in equity until the firm commitment or forecasted
transaction occurs, or,where a hedged transactionis no longer
expectedtooccur,isimmediately credited or expensedin the
income statement.

Provisions

Provisions are recognised when a present obligation existsasa
result of a past event, the obligationis reasonably estimable and
itis probable that settlementwill be required. Provisions are
measured at the best estimate of the expenditure required to
settle the obligation at the statement of financial position date.

Shares heldintreasury

Shares of Reed Elsevier PLC and Reed Elsevier NVthatare
repurchased by the respective parent companies and not
cancelled are classified as shares held intreasury. The
consideration paid, including directly attributable costs, is
recognised as a deduction from equity. Shares of the parent
companies thatare purchased by the Reed Elsevier Group plc
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Employee Benefit Trust are also classified as shares held in
treasury, with the costrecognised as a deduction from equity.

Critical judgements and key sources of estimation uncertainty
The most significantaccounting policies in determining the
financial condition and results of the Reed Elsevier combined
businesses, and those requiring the most subjective or complex
judgement, relate to the valuation of goodwilland intangible
assets, share based remuneration, pensions, litigation, taxation,
and property provisioning.

Goodwilland intangibles

Onacquisition of a subsidiary or business, the purchase
considerationis allocated between the net tangible and intangible
assets otherthan goodwill on a fair value basis, with any excess
purchase consideration representing goodwill. The valuation of
acquiredintangible assets represents the estimated economic
valueinuse, using standard valuation methodologies, including
asappropriate, discounted cash flow, relief from royalty and
comparable market transactions. Acquired intangible assets

are capitalised and amortised systematically over their estimated
useful lives, subject toimpairment review.

Appropriate amortisation periods are selected based on
assessments of the longevity of the brands and imprints, the
strength and stability of customer relationships, the market
positions of the acquired assets and the technologicaland
competitive risks that they face. Certain intangible assetsin
relationtoacquired science and medical publishing businesses
have been determined to have indefinite lives. The longevity of
these assetsis evidenced by their long established and well
regarded brands and imprints, and their characteristically
stable market positions.

The carryingamounts of goodwill and indefinite lived intangible
assetsineach business are reviewed forimpairment at least
annually. The carryingamounts of all other intangible assets are
reviewed where there are indications of possible impairment.
Animpairment review involves a comparison of the carrying
value of the asset with estimated valuesin use based on latest
management cash flow projections. Key areas of judgementin
estimating the valuesin use of businesses are the growth in cash
flows overafive-year forecast period, the long term growth rate
assumed thereafter and the discount rate applied to the forecast
cashflows.

Thediscountrates used are based on the Reed Elsevier weighted
average cost of capital, adjusted to reflect a risk premium specific
toeach business. The pre-tax discount rates applied are 11.5% for
Elsevier, 12.0% for LexisNexis Risk Solutions, 12.0% for
LexisNexis Legal & Professional, 12.0-12.5% for Reed Exhibitions
and 11.5-13.0% for Reed Business Information. The nominal long
term growth rates, which are based on historical growth rates and
the growth prospects for businesses, do not exceed 3%. There
were no charges forimpairment of acquired intangible assets
and goodwillin 2011 (2010: nil).

Asensitivity analysis has been performed based on changes

in keyassumptions considered to be reasonably possible by
management: anincrease inthe discount rate of 0.5%; a decrease
inthe compound annual growth rate for adjusted operating cash
flowinthe five-year forecast period of 2.0%; and a decreasein
perpetuity growth rates of 0.5%. The sensitivity analysis shows
that noimpairment charges would result underany of the
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sensitivity scenarios. Furtherinformation is provided in note 14 to
the combined financial statements.

Share based remuneration

Share based remunerationis determined based on the fairvalue
of anaward atthe date of grant, and is spread over the vesting
period onastraight line basis, taking into account the number of
sharesthatare expected tovest. The fairvalue of awardsis
determined at the date of grant by use of a binomial or Monte Carlo
simulation modelas appropriate, which requires judgements to
be made regarding share price volatility, dividendyield, risk free
rates of return and expected option lives. The number of awards
thatare expectedtovestrequiresjudgements to be made
regarding forfeiture rates and the extent to which performance
conditions will be met. The assumptions are determined in
conjunction with independent actuaries based on historical
dataandtrends.

The assumptions of share price volatility of 29%, of expected share
option life of four years, and of expected lapse rate of 2-5%are
based onrelevant historical data. Other judgements made on
grantare based on market data. Assumptions as to future
performance against non market related vesting conditions are
based on management estimates. The charge for share based

and related remunerationwas £27min 2011 (2010: £11m). Further
information is provided in note 6 to the combined financial
statements.

Pensions

Accounting for defined benefit pension schemes involves
judgementabout uncertain events, including the life expectancy
of the members, salaryand pensionincreases, inflation, the
returnonscheme assets and the rate at which the future
pension payments are discounted. Estimates for these factors
areused in determining the pension cost and liabilities reported
inthe financial statements. These best estimates of future
developments are made in conjunction with independent
actuaries. Each schemeis subject toa periodic review by
independentactuaries.

The principal assumptions as at 31 December 2011, expressed
asaweighted average of the various defined benefit pension
schemes, were adiscount rate of 5.2% (2010: 5.6%; 2009: 5.8%),
an expected return on scheme assets of 6.2% (2010: 6.8%; 2009:
7.0%), an expected rate of salaryincreases of 3.5% (2010: 4.1%;
2009: 4.0%) and inflation of 2.9% (2010: 3.2%; 2009: 3.1%). Future
pensionincreases are assumed at2.9% (2010: 3.2%; 2009: 3.1%)
and average life expectancy of 87-90 years (2010: 87-89 years) for
scheme members currentlyaged 45and 60years. The net defined
benefit pension expense was £23m (2010: £22m). Excluding the
net pension financing credit, the service cost was £57m (2010:
£48m) after pension curtailment credits of £9m (2010: £17m)
from changesto pension plan design and staff reductions.

The net pension financing creditis based on market data at

the beginning of the year and was £34m (2010: £26m) reflecting
the higher marketvalue of scheme assets. Furtherinformation
and sensitivity analysis is provided in note 5 to the combined
financial statements.

Litigation

Reed Elsevierisinvolved invarious legal proceedings, which
ariseinthe normal course of its business, relating to commercial
disputes, employment, data security and product liability.

Provisions for liabilities are recognised when it is probable thata
settlementisrequired. Although the outcome of legal proceedings
isuncertain, the ultimate resolution of such mattersis not
expected to have a materialimpact on results.

Taxation

Reed Elsevieris subject totaxin numerousjurisdictions, giving
rise to complex tax issues that require management to exercise
judgmentin making tax determinations. While Reed Elsevieris
confidentthattax returns are appropriately prepared and filed, the
application of tax law and practice is subject to some uncertainty
and amounts are provided in respect of this. Issues are raised
during the course of regular tax audits and discussionsincluding
onthe deductibility of interestin the US on certain cross-border
financingare ongoing. Although the outcome of openitems cannot
be predicted, no materialimpact onresultsis expected from
suchissues.

Reed Elsevier’s policyin respect of deferred taxation is to provide
in full for alltaxable temporary differences using the balance
sheet liability method. Deferred tax assets are only recognised
tothe extentthattheyare considered recoverable based on
forecasts of available taxable profits against which they can

be utilised over the nearterm.

Property provisions

Reed Elsevier has exposures to sub-lease shortfallsinrespect
of certain property leases for periods up to 2024. Provisions are
recognised for net liabilities expected to arise on these exposures.
Estimation of the provisions requires judgement in respect of
future head lease costs, sub lease income and the length of
vacancy periods. The charge for property provisions was

£16m (2010: £36m] relating to surplus property arising on the
restructuring, sale and closure of RBl businessesand includes
expected lossesonsub leases entered intoduring 2011 and an
estimate of vacancy periods and future market conditions.
Furtherinformationis provided in note 26 to the combined
financial statements.

Other significant accounting policies

The accounting policiesin respect of revenue recognition,
pre-publication costs and development spend are also significant
in determining the financial condition and results of the Reed
Elsevier combined businesses, although the application of

these policiesis more straightforward.

Revenue recognition policies, while an area of management
focus, are generally straightforward in application as the timing
of product or service delivery and customer acceptance for the
various revenue types can be readily determined. Allowances for
product returns are deducted from revenues based on historical
returnrates. Where sales consist of two or more components that
operate independently, revenueis recognised as each component
is completed by performance, based on attribution of relative
value.

Pre-publication costsincurredinthe creation of content prior to
production and publication are typically deferred and expensed
over their estimated useful lives based on sales profiles. Such
costs typically comprise direct internal labour costs and
externally commissioned editorial and other fees. Estimated
useful lives generally do not exceed five years. Annual reviews
are carried out to assess the recoverability of carrying amounts.
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Development spend embracesinvestmentin new product and
otherinitiatives, ranging from the building of new online delivery
platforms, to launch costs of new services, to building new
infrastructure applications. Launch costs and other operating

expenses of new products and services are expensed asincurred.

The costs of building product applications and infrastructure are
capitalised asintangible assets and amortised over their
estimated useful lives. Impairment reviews are carried out at
leastannually.

Standards and amendments effective for the year

The interpretations and amendments to IFRS effective for 2011
have not had a significantimpact on Reed Elsevier's accounting
policies or reporting.

Standards,amendments and interpretations not yet effective
New accounting standards and amendments and their expected
impact on the future accounting policies and reporting of Reed
Elsevierare setoutbelow.

IAS19 - Employee Benefits (Revised) (effective for the 2013
financialyear). The revised standard inter alia changes the
methodology to be used in the calculation of the net pension
financing credit or chargein relation to defined benefit pension
schemes. Undertherevised standard, pension asset returns
included within the net pension financing credit or charge are

to be calculated by reference to the discount rate of a high quality
corporate bond (being also the discount rate applied in the
calculation of pension obligations) and no longer based on the
expected returns on scheme assets. Typically the effect will be
toreduce the assetreturns recognised in the income statement.
Comparative figures will be restated. The revised standard also
prohibits the use of certain accounting alternatives, previously
permitted, that enabled the smoothing of volatility in the income
statementand balance sheetinrelation to pensions. This will not
affect Reed Elsevier's pension accounting as such alternatives
were notapplied. Thereis no change to the measurement of
pension scheme assets and obligations under the revised
standard for Reed Elsevier.

IFRSY - Financial Instruments (effective for the 2015 financial
year). The standard replaces the existing classification and
measurement requirementsin IAS39 for financial assets by
requiring entities to classify them as being measured either at
amortised cost or fair value depending on the business model
and contractual cash flow characteristics of the asset. For
financial liabilities, IFRS9 requires an entity choosing to
measure a liability at fair value to present the portion of the
changeinits fairvalue due to changesin the entity’s own credit
riskinthe other comprehensive income rather than theincome
statement. Adoption of the standard is not expected to have
asignificantimpact onthe measurement, presentation or
disclosure of financial assets and liabilities in the combined
financial statements.

IFRS10 - Consolidated Financial Statements (effective for

the 2013 financialyear). The standard introduces a single
consolidation model forall entities based on control, irrespective
of the nature of the investee. IFRS10 replaces IAS27 - Separate
Financial Statements. Adoption of the standard is not expected

to significantly impact the measurement, presentation or
disclosure of the consolidation of entities in the combined
financial statements.

93

IFRS11 - Joint Arrangements (effective for the 2013 financialyear).

This standard classifies jointarrangements as either joint
venturesora joint operation and removes the option to
proportionately consolidate jointventures. IFRS11 replaces 1AS28
-Investmentsin Associates and Joint Ventures. Adoption of the
standard is not expected to significantly impact the measurement,
presentation or disclosure of the joint ventures in the combined
financial statements.

IFRS12 - Disclosure of Interests in Other Entities (effective for
the 2013 financialyear). The standard combines the disclosure
requirements for subsidiaries, jointarrangements, associates
and unconsolidated structured entities into one standard.
Adoption of the standard may resultin additional disclosures
inthe combined financial statements but is not expected to have
asignificantimpact on Reed Elsevier's reporting.

IFRS13 - Fair Value Measurement (effective for the 2013 financial
year). The standard consolidates the guidance and disclosure
requirements of fair value measurement contained throughout
IFRS and also requires new disclosures related to valuation
techniquesandinputsinto fair value measurements. Adoption

of the standard is not expected to significantly impact the
measurement, presentation or disclosure of financial assets
and liabilities in the combined financial statements.

IAST - Presentation of tems of Other Comprehensive Income

- Amendments to IAS1 (effective for the 2012 financial year).

The standard amends the grouping of items presentedin the
statement of comprehensive income into items that may be
reclassified (or recycled) to the profit or loss in a future period and
items that will never be reclassified. Adoption of the standard will
lead to some re-presentation of the items in the statement of
comprehensive income in the combined financial statements.

Additionally, anumber of interpretations have been issued which
are not expected to have any significantimpact on Reed Elsevier’s
accounting policies and reporting.
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Notes to the combined financial statements
for the year ended 31 December 2011

Reed Elsevier'sreported segments are based on the internal reporting structure and financialinformation provided to the Chief
Executive Officerand Boards.

Reed Elsevierisaworld leading provider of professionalinformation solutions organisedin 2011 as five business segments: Elsevier,
providing scientific, technicaland medicalinformation solutions; LexisNexis Risk Solutions, providing risk information and analytics to
business and government customers; LexisNexis Legal & Professional, providing legal, tax, regulatory and business information
solutions to professionals, business and government customers; Reed Exhibitions, organising trade exhibitions and conferences; and
Reed Business Information, providing information and marketing solutions to business professionals.

With effect from 1 January 2011 LexisNexis was reorganised as two separate businesses, LexisNexis Risk Solutions and LexisNexis
Legal & Professional, which are accordingly now presented separately. Comparative figures have been restated on a proforma basis as
ifthe businesses had operated separately inthe prioryear.

Adjusted operating profitis one of the key financial measures used by management to evaluate performance and allocate resources. Itis
stated before amortisation of acquired intangible assets, exceptional restructuring (none in 2011), the share of profit on disposals in joint
ventures, acquisition related costs, and is grossed up to exclude the equity share of taxes in joint ventures. Adjusted operating profitis
reconciled to operating profitin note 10.

Revenue Operating profit Adjusted operating profit

2011 2010 2011 2010 2011 2010

£m £m £m £m £m £m

Elsevier 2,058 2,026 695 647 768 724
LexisNexis Risk Solutions 908 927 181 165 362 354
LexisNexis Legal & Professional 1,634 1,691 144 159 229 238
Reed Exhibitions 707 693 132 127 167 158
Reed Business Information 695 718 68 - 110 89
Sub-total 6,002 6,055 1,220 1,098 1,636 1,563
Corporate costs - - (49) (34) (44) (34)
Unallocated net pension financing credit - - 34 26 34 26
Total 6,002 6,055 1,205 1,090 1,626 1,555

Revenueis analysed before the £128m (2010: £116m) share of joint ventures’ revenue, of which £23m (2010: £24m) relates to LexisNexis
Legal & Professional, principally to Giuffre, £103m (2010: £89m) relates to Reed Exhibitions and £2m (2010: £3m)] relates to Reed
Business Information.

Share of post-tax results of joint ventures of £30m (2010: £22m) included in operating profit comprises £4m (2010: £4m) relating to
LexisNexis Legal & Professional, £25m (2010: £17m) relating to Reed Exhibitions and £1m (2010: £1m] relating to Reed Business
Information. The unallocated net pension credit of £34m (2010: £26m) comprises the expected return on pension scheme assets of
£235m (2010: £217m) less interest on pension scheme liabilities of £201m (2010: £191m).

20Mm 2010

£m £m

North America 3,103 3,213
United Kingdom 947 907
The Netherlands 616 620
Restof Europe 783 825
Rest of world 553 490

Total 6,002 6,055




Reed Elsevier AnnualReportsand Financial Statements 2011

95

201 2010
£m £m
North America 3,219 3,303
United Kingdom 485 490
The Netherlands 189 204
Rest of Europe 1,095 1,131
Rest of world 1,014 927
Total 6,002 6,055
201 2010
£m £m
Subscriptions 2,819 2,709
Circulation/transactions 1,649 1,760
Advertising 437 491
Exhibitions 700 675
Other 397 420
Total 6,002 6,055
Expenditure on Capital Amortisation

acquired goodwilland expenditure ofacquired Depreciationand

intangible assets additions intangible assets other amortisation
2011 2010 201 2010 20M 2010 20M 2010
£m £m £m £m £m £m £m £m
Elsevier 43 13 94 81 72 75 69 74
LexisNexis Risk Solutions - - 23 31 156 149 26 29
LexisNexis Legal & Professional - 34 203 179 78 72 87 94
Reed Exhibitions 36 6 22 12 24 23 10 14
Reed Business Information 532 1 18 12 29 30 15 26
Total 611 54 360 315 359 349 207 237

Capital expenditure comprises additions to property, plantand equipment and internally developed intangible assets. Amortisation

ofacquired intangible assets includes amountsin respect of joint ventures of £4m (2010: £4m) in Reed Exhibitions. Other than the

depreciation and amortisation above, non cashitemsinclude a £27m charge (2010: £7m credit) relating to the recognition of share based
remuneration, comprising £5m (2010: £2m credit) in Elsevier, £3m (2010: £2m) in LexisNexis Risk Solutions, £6m (2010: £1m credit]) in
LexisNexis Legal & Professional; £3m (2010: £1m credit) in Reed Exhibitions, £2m (2010: £3m credit) in Reed Business Information and

£8m (2010: £2m credit] in Corporate.

201 2010

£m £m

North America 6,984 6,716
United Kingdom 517 456
The Netherlands 123 140
Rest of Europe 783 851
Rest of world 292 210
Total 8,699 8,373

Non-currentassets by geographical location exclude amounts relating to deferred tax and net pension assets.
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Notes to the combined financial statements
for the year ended 31 December 2011

Operating profitis stated after charging/(crediting] the following:

2011 2010
Note £m £m
Staff costs
Wages andsalaries 1,535 1,594
Social security costs 173 179
Pensions 5 62 54
Share based and related remuneration 27 "
Total staff costs 1,797 1,838
Depreciation and amortisation
Amortisation of acquired intangible assets 15 355 345
Share of jointventures” amortisation of acquired intangible assets 4 4
Amortisation of internally developed intangible assets 15 132 158
Depreciation of property, plantand equipment 17 75 79
Totaldepreciationand amortisation 566 586
Other expensesandincome
Pre-publication costs, inventory expenses and other cost of sales 2,126 2,209
Operating lease rentals expense 116 123
Operating lease rentalsincome (11) (11)
Depreciationand amortisation charges are included within administration and other expenses.
2011 2010
£m £m
Auditors’ remuneration
Forauditservices 4.7 4.5
Fornonauditservices 1.1 1.2
Total auditors’ remuneration 5.8 5.7

Auditors’ remuneration for audit services comprises £0.5m (2010: £0.4m) payable to the auditors of the parent companies and £4.2m
(2010: £4.1m) payable to the auditors of the parent companies and their associates for the audit of the financial statements of the
operating and financing businesses, including the review and testing of internal controls over financial reporting in accordance with the
US Sarbanes-Oxley Act. Auditors’ remuneration for non audit services comprises: £0.7m (2010: £0.9m)] for taxation services, £0.2m
(2010: £0.3m)] for other audit related services and £0.2m (2010: nil) for due diligence and other transaction related services. Reed
Elsevier's policy on auditorindependence is set out on pages 81and 82.
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At31December Average during theyear

20M 2010 2011 2010
Business segment
Elsevier 6,900 6,700 6,900 6,800
LexisNexis Risk Solutions 4,000 4,400 4,300 4,500
LexisNexis Legal & Professional 10,300 10,300 10,400 10,400
Reed Exhibitions 2,800 2,600 2,700 2,600
Reed Business Information 5,600 5,300 5,400 5,800
Sub-total 29,600 29,300 29,700 30,100
Corporate/shared functions 900 900 900 900
Total 30,500 30,200 30,600 31,000
Geographical location
North America 16,000 16,500 16,300 16,900
United Kingdom 4,600 4,600 4,600 4,700
The Netherlands 1,600 1,700 1,600 1,800
Rest of Europe 3,700 3,800 3,800 4,000
Rest of world 4,600 3,600 4,300 3,600
Total 30,500 30,200 30,600 31,000

Anumber of pension schemes are operated around the world. The major schemes are of the defined benefit type with assets held in
separate trustee administered funds. The largest schemes, which cover the majority of employees, are in the UK, the US and the
Netherlands. Underthese plans, employees are entitled to retirement benefits dependent on the number of years service provided.

The principalassumptions for the purpose of valuation under IAS19 - Employee Benefits are determined for each scheme in conjunction
with the respective schemes’ independentactuaries and are presented below as the weighted average of the various defined benefit
pension schemes. The defined benefit pension expense for each yearis based on the assumptions and scheme valuations set at

31 Decemberof the prioryear.

Asat31December

2011 2010 2009
Discountrate 5.2% 5.6% 5.8%
Expectedrate of return on scheme assets 6.2% 6.8% 7.0%
Expectedrate of salaryincreases 3.5% 4.1% 4.0%
Inflation 2.9% 3.2% 3.1%
Future pensionincreases 2.9% 3.2% 3.1%

The expectedrates of return onindividual categories of scheme assets are determined by reference to relevant market indices and
market expectations of real rates of return. The overall expected rate of return on scheme assets is based on the weighted average
of each asset category.

Mortality assumptions used in assessing defined benefit obligations make allowance for future improvementsin longevity and have
been determined by reference to applicable mortality statistics and the actuaries’ expectations for each scheme. The average life
expectancies assumed in the valuation of the defined benefit obligations are set out below.

201 2010
Male Female Male Female
lyears) (years) (years) (years)
Member currently aged 60 88 87 88 87
Member currently aged 45 89 88 89 88
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Notes to the combined financial statements

for the year ended 31 December 2011

The pension expense recognised within the income statement comprises:

2011 2010

£m £m

Service cost (including curtailment credits of £9m (2010: £17m)) 57 48
Intereston pension scheme liabilities 201 191
Expected return on scheme assets (235) (217)
Net defined benefit pension expense 23 22
Defined contribution pension expense 39 32
Total pension expense 62 54

The amountrecognised in the statement of financial position in respect of defined benefit pension schemes at the startand end of the

year and the movements during the year were as follows:

2011 2010
Defined Fairvalue Net Defined Fairvalue Net
benefit of scheme pension benefit of scheme pension
obligations assets obligations obligations assets  obligations
£m £m £m £m £m £m
Atstartofyear (3,677) 3,507 (170) (3,302) 3,067 (235)
Service cost (57) - (57) (48) - (48)
Interest on pension scheme liabilities (201) - (201) (191) - (191)
Expected return on scheme assets - 235 235 - 217 217
Actuarial (loss)/gain (78) (35) (113) (261) 198 (63)
Contributions by employer - 66 66 - 154 154
Contributions by employees (11) 11 - (11) 1" -
Benefits paid 141 (141) - 139 (139) -
Exchange translation differences 7 (9 (2) (3) (1) (4)
Atend of year (3,876) 3,634 (242) (3,677) 3,507 (170)

The net pension obligations of £242m (2010: £170m) at 31 December 2011 comprise schemes in deficit with net pension obligations of
£242m (2010: £225m) and schemes in surplus with net pension assets of nil (2010: £55m).

Asat 31 December 2011 the defined benefit obligations comprise £3,721m (2010: £3,531m)] in relation to funded schemes and £155m
(2010: £146m) in relation to unfunded schemes. The weighted average duration of defined benefit scheme liabilities is 19 years (2010:
19 years). Deferred tax liabilities of nil (2010: £15m) and deferred tax assets of £86m (2010: £78m) are recognised in respect of the

pension scheme surpluses and deficits respectively.

The fairvalue of scheme assets held as equities, bonds and other assets, and their expected rates of return as at 31 December, are

shown below:

201 2010

Expected Expected
rate of Fairvalue Proportion rate of Fairvalue  Proportion
returnon of scheme of total returnon of scheme of total
scheme assets scheme scheme assets scheme
assets £m assets assets £m assets
Equities 8.7% 1,699 47% 8.7% 1,963 56%
Bonds 3.7% 1,722 47% 4.4% 1,318 38%
Other 4.3% 213 6% 5.1% 226 6%
Total 6.2% 3,634 100% 6.8% 3,507 100%

The actualreturn on scheme assets for the year ended 31 December 2011 was a £200m gain (2010: £415m gain).
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Asummary of pension balances in respect of funded and unfunded schemes for the five years ended 31 December 2011 is set out below:

201 2010 2009 2008 2007

£m £m £m £m £m

Fairvalue of scheme assets 3,634 3,507 3,067 2,682 3,018
Defined benefit obligations (3,876) (3,677) (3,302) (3,051) (2,968)
Netpension [obligations)/surplus (2420 (170 (235)  (369) 50

Gains and losses arising on the revaluation of pension scheme assets and liabilities that have been recognised in the statement of
comprehensive income are set out below:

201 2010 2009 2008 2007
£m £m £m £m £m
Gainsand losses arising during the year:
Experience (losses)/gains on scheme liabilities (27) (43) 18 9) (28)
Experience (losses)/gains on scheme assets (35) 198 301 (765) 34
Actuarial (losses)/gains arising on the presentvalue of scheme liabilities
duetochangesin:
-discount rates (238) (162) (249) 202 367
-inflation 182 (50) (124) 198 (152)
- life expectancy and other actuarial assumptions 5 (6] 60 27 3
(113) (63) 6 (347) 224
Net cumulative (losses)/gains at start of year (152) (89) (95) 252 28
Net cumulative (losses)/gains at end of year (265) (152) (89) (95) 252

Regular contributions to defined benefit pension schemesinrespect of 2012 are expected to be approximately £60m.

Sensitivity analysis

Valuation of Reed Elsevier’'s pension scheme liabilities involves judgements about uncertain events, including the life expectancy of the
members, salary and pensionincreases, inflation and the rate at which the future pension payments are discounted. Estimates are used
foreach of these factors, determined in conjunction withindependent actuaries. Differences arising from actual experience or future
changesinassumptions may materially affect future pension charges. In particular, changes in assumptions for discount rates,
inflation and life expectancies would have the following approximate effects on the annual net pension expense and the defined benefit
pension obligations:

£m

Increase/decrease of 0.25% in discount rate:

Decrease/increase inannual net pension expense 3

Decrease/increase in defined benefit pension obligations 168
Increase/decrease of one yearin assumed life expectancy:

Increase/decrease in annual net pension expense 5

Increase/decrease in defined benefit pension obligations 94
Increase/decrease of 0.25% in the expected inflation rate:

Increase/decrease in annual net pension expense 7

Increase/decrease in defined benefit pension obligations 144

Additionally, the annual net pension expense includes an expected return on scheme assets. A5% increase/decrease in the market
value of equity investments held by the defined benefit pension schemes would, absent any change in their expected long term rate of
return, increase/decrease the amount of the expected return on scheme assets by £7m and would decrease/increase the amount of the
net pension obligations by £85m.
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Notes to the combined financial statements

for the year ended 31 December 2011

Reed Elsevier provides a number of share based remuneration schemes to directors and employees. The principal share based
remuneration schemes are the Executive Share Option Schemes (ESOS), the Long Term Incentive Plan (LTIP), the Reed Elsevier Growth
Plan (REGP), the Retention Share Plan (RSP) and the Bonus Investment Plan (BIP). Share options granted under ESOS and LTIP are
exercisable after three yearsand up to tenyears from the date of grantat a price equivalent to the market value of the respective shares
atthe date of grant. Conditional shares granted under ESOS, LTIP, RSP and BIP are exercisable after three years for nil consideration

if conditions are met. Conditional shares granted under REGP are exercisable for nil consideration if conditions are met after three and
fiveyears. Other awards principally relate to allemployee share based saving schemes in the UKand the Netherlands.

Share based remuneration awards are, other than uponretirement orin exceptional circumstances, subject to the condition that the
employee remainsin employment at the time of exercise. Share options and conditional shares granted under LTIP, RSP and BIP in 2009
and prioryears are subject to the achievement of growth targets of Reed Elsevier PLC and Reed Elsevier NV adjusted earnings per share
measured at constant exchange rates. LTIP grants made in 2006, 2007, 2008 and 2009 are also variable subject to the achievement of an

additional total shareholder return performance target.

Conditional shares granted under LTIP, REGP, RSP and BIP in 2010 and 2011 are subject to the achievement of growth targets of Reed
Elsevier PLC and Reed Elsevier NV adjusted earnings per share measured at constant exchange rates as well as the achievement of
atargeted percentage returnoninvested capital of Reed Elsevier PLC and Reed Elsevier NV.LTIP grantsin 2010 and 2011 and REGP

grantsarealsovariable subject to the achievement of a total shareholder return performance target.

The weighted average fair value peraward is based on full vesting on achievement of non market related performance conditions and
stochastic models for market related components. The conditional shares and option awards are recognised in the income statement
over the vesting period, being between three and five years, on the basis of expected performance against the non market related

conditions, with the fair value related to market related components unchanging. Further details of performance conditions are given

inthe Directors’ Remuneration Reporton pages 63to 79.

Inrespect of
ReedElsevier PLC
ordinaryshares

Inrespect of
Reed Elsevier NV
ordinaryshares

Weighted Weighted
average fair average fair
Number of value per Number of value per
shares award shares award
'000 £ '000 £
Share options

-ESOS 2,053 0.98 1,372 1.41
- Other 633 1.03 381 0.97
Total share options 2,686 0.99 1,753 1.32

Conditional shares
-ESOS 755 4.85 504 6.91
-LTIP 1,822 4.56 1,217 6.65
-RSP 322 4.73 5 7.15
-BIP 1,339 5.43 607 8.00
Total conditional shares 4,238 4.90 2,333 7.06

Inrespect of
Reed Elsevier PLC
ordinaryshares

Inrespect of
Reed Elsevier NV
ordinaryshares

Weighted Weighted
average fair average fair
Number of value per Number of value per
shares award shares award
‘000 £ ‘000 £
Share options

-ESOS 2,204 0.77 1,448 1.08
- Other 846 0.99 381 0.82
Totalshare options 3,050 0.83 1,829 1.02

Conditional shares
-ESOS 751 4.23 493 6.37
-LTIP 1,677 4.01 1,101 6.11
-REGP 1,038 6.99 681 10.66
-RSP 236 4.23 155 6.37
-BIP 1,714 4.64 820 6.93
Total conditional shares 5,416 4.82 3,250 7.32
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The mainassumptions used to determine the fairvalues, which have been established with advice from and data provided by
independentactuaries, are set out below.

Inrespectof Inrespectof
ReedElsevier PLC Reed Elsevier NV
ordinaryshares ordinaryshares
201 2010 201 2010
Weighted average share price at date of grant
-ESOS £5.39 £4.69 €8.97 €8.36
-LTIP £5.31 £4.67 €8.89 €8.31
-REGP £4.67 €8.31
-RSP £5.26 £4.67 €9.27 €8.33
-BIP £5.43 £4.64 €9.21 €8.11
- Other £5.13 £5.22 €9.03 €8.86
Expected share price volatility 29% 26% 29% 26%
Expected option life 4Lyears 4years 4Lyears 4years
Expecteddividendyield 3.6% 3.5% 41% 3.9%
Risk free interest rate 1.9% 1.8% 2.5% 1.2%
Expected lapse rate 2-5% 3-5% 2-4% 3-4%

Expected share price volatility has been estimated based on relevant historic data in respect of the Reed Elsevier PLC and Reed Elsevier
NVordinary share prices. Expected share option life has been estimated based on historical exercise patternsin respect of Reed
Elsevier PLC and Reed Elsevier NV share options.

The share based remuneration awards outstanding as at 31 December 2011, in respect of both Reed Elsevier PLC and Reed Elsevier NV
ordinary shares, are set out below.

Inrespect of Inrespect of

ReedElsevier PLC ReedElsevier NV

ordinaryshares ordinaryshares
Weighted Weighted
average average
Number of exercise Number of exercise
shares price shares price
'000 (pence) '000 (€)
Outstanding at 1 January 2010 35,685 547 25917 11.74
Granted 3,050 455 1,829 8.45
Exercised (2,008) 470 (184) 8.63
Forfeited (1,355) 496 (1,008) 8.75
Expired (1,661) 554 (1,721) 6.71
Outstanding at 1 January 2011 33,711 544 24,833 11.45
Granted 2,686 509 1,753 8.99
Exercised (1,626) 493 (201) 8.84
Forfeited (2,001) 479 (1,941) 10.94
Expired (3,230) 640 (2,803) 8.68
Outstanding at 31 December 2011 29,540 534 21,641 10.99
Exercisable at 31 December 2010 22,048 552 18,735 11.88
Exercisable at 31 December 2011 20,061 552 16,876 11.56

MB3IAIBAQ

MalAalssaulsng

MalA3J |eIDURUI

90UBUIBA0G

=
3
Y
3
(@),
)
-
0
-
)
-~
(]
3
(]
=1
-
n
[
3
Q.
o
-~
>
o
=
3
=5
o
3
3
Y
=
=]
=




FINANCIAL STATEMENTS AND OTHER INFORMATION
NOTESTO THE COMBINED FINANCIAL STATEMENTS

102

Notes to the combined financial statements
for the year ended 31 December 2011

Inrespect of
ReedElsevier PLC
ordinaryshares

Inrespect of
ReedElsevier NV
ordinaryshares

Number ofshares Number of shares
’000s ’000s
Outstanding at 1 January 2010 8,148 4,921
Granted 5,416 3,250
Vested (678) (425)
Forfeited (849) (453)
Outstanding at 1 January 2011 12,037 7,293
Granted 4,238 2,332
Vested (580) (383)
Forfeited (1,799) (975)
Outstanding at 31 December 2011 13,896 8,267

The weighted average share price at the date of exercise of share options and vesting of conditional shares during 2011 was 554p (2010:
522p) for Reed Elsevier PLC ordinary shares and €9.71(2010: €8.82) for Reed Elsevier NV ordinary shares.

201 2010

Weighted Weighted
average average
Number of remaining Number of remaining
sharesunder perioduntil sharesunder perioduntil
option expiry option expiry
000 lyears) 000 (years)

Reed Elsevier PLC ordinary shares [pence)
401-450 2,148 2.9 2,017 3.3
451-500 7,793 3.6 8,919 4.5
501-550 11,662 5.5 11,299 5.6
551-600 2,726 0.8 3,153 1.6
601-650 5,176 5.7 6,053 6.6
651-700 35 0.3 2,270 0.2
Total 29,540 A 33,711 4.6

Reed Elsevier NV ordinary shares (euro)

7.01-8.00 120 7.2 137 8.2
8.01-9.00 3,233 8.6 2,062 9.0
9.01-10.00 3,686 5.3 3,915 6.0
10.01-11.00 3,921 2.3 4,385 33
11.01-12.00 4,865 3.5 5,670 44
12.01-13.00 2,339 6.0 2,653 6.8
13.01-14.00 2,025 0.5 2,502 1.4
14.01-15.00 1,426 5.1 3,414 3.2
15.01-16.00 26 0.3 95 0.8
Total 21,641 4.5 24,833 3.9

Share options are expected, upon exercise, to be met principally by the issue of new ordinary shares but may also be met from shares
held by the Reed Elsevier Group plc Employee Benefit Trust (EBT) [see note 28). Conditional shares will be met from shares held by

the EBT.
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i
2011 2010
£m £m
Interest on short term bank loans, overdrafts and commercial paper (28) (33)
Interest on other loans (212) (236)
Interest on obligations under finance leases (1) (1)
Total borrowing costs (241) (270)
Losses on loans and derivatives not designated as hedges (11) (14) w
Finance costs (252) (284) %
Interest on bank deposits 12 7 §
Gains on loans and derivatives not designated as hedges 5 1 %
Financeincome 17 8 =
Netfinance costs (235) (276)
Finance costsinclude £15m (2010: £26m) transferred from the hedge reserve. A net loss of £3m (2010: £15m) on interest rate derivatives
designated as cash flow hedges was recognised directly in equity in the hedge reserve to be recognised in future periods.
2011 2010 -
£m £m 2
Revaluation of held for trading investments 6 8 §
Loss on disposal of businesses (28) (54) g
Net loss ondisposals and other non operating items (22) (46) z
2011 2010
£m £m
Current tax
United Kingdom 64 Lb
The Netherlands 87 58
Restof world 107 A @
Totalcurrenttax charge 258 166 §
Deferred tax (77) (46) 3
Total taxation charge 181 120 ®

The currenttax chargeincludes a tax credit of nil (2010: £7m) in respect of prior year disposals.
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Notes to the combined financial statements
for the year ended 31 December 2011

Areconciliation of the notional tax charge based on average applicable rates of tax (weighted in proportion to accounting profits] to the
actualtotaltax expenseis set out below.

2011 2010

£m £m
Profit before tax 948 768
Taxataverageapplicablerates 180 118
Taxonshare of results of joint ventures (9) (7)
Prioryear credits on disposals - (7)
Non deductible loss on disposals 4 10
Net tax on share based remuneration 3 2
Non deductible amounts and other items 3 4
Taxexpense 181 120
Taxexpense as a percentage of profit before tax 19% 16%
The following tax has been recognised directly in equity during the year.

2011 2010

£m £m
Tax on actuarial movements on defined benefit pension schemes 36 16
Tax on fair value movements on cash flow hedges 5 12
Deferred tax crediton share based remuneration 1 1
Nettaxcreditrecognised directlyinequity 42 29

Reed Elsevier uses adjusted figures as additional performance measures. Adjusted figures are stated before amortisation of acquired
intangible assets, exceptional restructuring (none in 2011) and acquisition related costs, disposal gains and losses and other non
operatingitems, related tax effects and movements in deferred taxation assets and liabilities that are not expected to crystallise in the
neartermandinclude the benefit of taxamortisation where available on acquired goodwill and intangible assets. Adjusted operating
profitisalsogrossed up to exclude the equity share of taxes in joint ventures. Exceptional restructuring costs in 2010 related to the
restructuring of the Reed Business Information business. Acquisition related costs relate to acquisition integration, professional and
othertransaction related fees, and adjustments to deferred and contingent consideration.

Adjusted operating cash flow is measured after net capital expenditure and dividends from joint ventures but before paymentsin
relation to exceptionalrestructuring and acquisition related costs. Adjusted figures are derived as follows:

2011 2010
£m £m
Operating profit 1,205 1,090
Adjustments:
Amortisation of acquired intangible assets 359 349
Exceptional restructuring costs - 57
Acquisition related costs 52 50
Share of profit on disposals injointventures (1 -
Reclassification of taxinjointventures 1 9
Adjusted operating profit 1,626 1,555
Profit before tax 948 768
Adjustments:
Amortisation of acquired intangible assets 359 349
Exceptional restructuring costs - 57
Acquisition related costs 52 50
Reclassification of tax injointventures 1 9
Disposals and other non operating items 21 46

Adjusted profit before tax 1,391 1 279
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20M 2010

£m £m

Profitattributable to parent companies’ shareholders 760 642

Adjustments (post tax):

Amortisation of acquired intangible assets 355 337
Exceptional restructuring costs - 37
Acquisition related costs 33 30
Disposals and other non operating items 16 37
Deferredtax credits onacquiredintangible assets not expected to crystallise in the near term (104) (100)
Adjusted profit attributable to parent companies’ shareholders 1,060 983
Cash generated from operations 1,735 1,649
Dividends received from joint ventures 33 24
Purchases of property, plantand equipment (85) (83)
Proceeds from disposals of property, plantand equipment 7 7
Expenditure oninternally developed intangible assets (265) (228)
Paymentsin relation to exceptional restructuring costs 52 99
Paymentsin relation to acquisition related costs 38 51
Adjusted operating cash flow 1,515 1,519
2011 2010

£m £m

Operating profit before joint ventures 1,175 1,068
Amortisation of acquired intangible assets 355 345
Amortisation of internally developed intangible assets 132 158
Depreciation of property, plantand equipment 75 79
Share based remuneration 27 (7)
Totalnoncashitems 589 575
Decreaseininventories and pre-publication costs 32 35
(Increase)/decrease in receivables (37) 24
Decreasein payables (24) (53)
(Increase)/decrease in working capital (29) 6
Cash generated from operations 1,735 1,649
2011 2010

Note £m £m

Purchase of businesses 12 (455) (38)
Investmentin jointventures (1) -
Deferred payments relating to prioryear acquisitions (25) (12)
Total (481) (50)
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Notes to the combined financial statements
for the year ended 31 December 2011

Related

derivative

Cash&cash financial
equivalents Borrowings instruments 2011 2010
£m £m £m £m £m
Atstartofyear 742 (4,302) 105 (3,455) (3,931)
Decreasein cash and cash equivalents (44) - - (44) -
Net movementin shortterm bank loans, overdrafts and commercial paper - (210) - (210) 143
Repayment of other loans - 248 - 248 394
Repayment of finance leases - 22 - 22 7
Changein netborrowingsresulting from cash flows (44) 60 - 16 544
Borrowingsin acquired businesses - (18) - (18) -
Inception of finance leases - (8) - (8 (2)
Fairvalue adjustments to borrowings and related derivatives - (9) 17 8 11
Exchange translation differences 28 (5) 1 24 (77)
Atendofyear 726 (4,282) 123 (3,433) (3,455)

Net borrowings comprise cash and cash equivalents, loan capital, finance leases, promissory notes, bank and other loans, and those
derivative financialinstruments that are used to hedge the fair value of fixed rate borrowings.

Cash and cash equivalentsinclude £4m (2010: £4m) held in trust to satisfy liabilities in respect of change of control obligations related
to the acquisition of ChoicePoint.

During the year a number of acquisitions were made for a total consideration of £492m (2010: £43m), after taking account of net cash
acquired of £24m, the most significant of which was the acquisition of Accuity Inc. for £331m, net of cash acquired, which completed on

1 November 2011. The net assets of the businesses acquired are incorporated at their fair value to the combined businesses. Provisional
fairvalues of the consideration given and of the assets and liabilities acquired are summarised below.

Fair Fair

value value

2011 2010

£m £m

Goodwill 300 27
Intangible assets 311 27
Property, plant & equipment 1 -
Currentassets 23 -
Current liabilities (46) (2)
Borrowings (18) -
Current tax (1) -
Deferred tax (78) (9)
Netassetsacquired 492 43
Consideration (after taking account of £24m net cash acquired) 492 43
Less: consideration deferred to future years (27) (5)
Less: acquisition date fair value of equity interest (10) -
Net cash flow 455 38

Goodwill, being the excess of the consideration over the nettangible and intangible assets acquired, represents benefits which do not
qualify for recognition asintangible assets, including the ability of a business to generate higher returns than individual assets, skilled
workforces, acquisition synergies that are specific to Reed Elsevier, and high barriers to market entry. In addition, goodwill arises on
the recognition of deferred tax liabilities in respect of intangible assets for which amortisation does not qualify for tax deductions.
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The fairvalues of the assets and liabilities acquired are provisional pending the completion of the valuation exercises. Final fair values
willbe incorporatedinthe 2012 combined financial statements. There were no significant adjustments to the provisional fair values of
prioryearacquisitions established in 2010.

The businessesacquiredin 2011 contributed £34m to revenue, increased adjusted operating profit by £8m, increased adjusted profit
attributable by £8m, decreased profit attributable by £10m, and contributed £7m to net cash inflow from operating activities for the part
year under Reed Elsevier ownership and before taking account of acquisition financing costs. Had the businesses been acquired at the
beginning of the year, ona proforma basis the Reed Elsevier revenues, adjusted operating profit, adjusted profit attributable and profit
attributable for the year would have been £6,065m, £1,643m, £1,071m and £771m respectively before taking account of acquisition
financing costs.

201 2010

£m £m

Reed Elsevier PLC 248 245
Reed Elsevier NV 251 240
Total 499 485

Ordinarydividends declared in the year, inamounts per ordinary share, comprise: a 2010 final dividend of 15.0pand a 2011 interim
dividend of 5.65p giving a total of 20.65p (2010: 20.4p) for Reed Elsevier PLC; and a 2010 final dividend of €0.303 and a 2011 interim
dividend of €0.110 giving a total of €0.413 (2010: €0.402) for Reed Elsevier NV,

The directors of Reed Elsevier PLC have proposed a final dividend of 15.9p (2010: 15.0p). The directors of Reed Elsevier NV have proposed
afinaldividend of €0.326 (2010: €0.303). The total cost of funding the proposed final dividends is expected to be £390m, for which no
liability has beenrecognised at the statement of financial position date.

201 2010

£m £m

Reed Elsevier PLC 259 245
Reed Elsevier NV 265 246
Total 524 491

Dividends paid to Reed Elsevier PLC and Reed Elsevier NV shareholders are, other than in special circumstances, equalised at the gross
levelinclusive of the UK tax credit of 10% received by certain Reed Elsevier PLC shareholders. The cost of funding the Reed Elsevier PLC
dividends is therefore similar to that of Reed Elsevier NV.

2011 2010

£m £m

At start of year 4,441 4,339
Acquisitions 300 27
Disposals/reclassified as held for sale (26) (38)
Exchange translation differences 14 113
Atend of year 4,729 4,441

The carryingamount of goodwill is after cumulative amortisation of £1,332m (2010: £1,407m] which was charged prior to the adoption
of IFRS and £49m (2010: £58m) of subsequent impairment charges.
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Notes to the combined financial statements
for the year ended 31 December 2011

Impairment review

Impairment testing of goodwill and indefinite lived intangible assets is performed at least annually based on cash generating units
(CGUs). ACGU is the smallestidentifiable group of assets that generate cash inflows that are largely independent of the cash inflows
from other groups of assets. Goodwillimpairment testing is performed on the basis of 24 CGUs. CGUs which are not individually
significant have been aggregated for presentation purposes. Typically, when an acquisition is made the acquired business s fully
integrated into the relevant business unitand CGU, and the goodwill arising is allocated to the CGUs, or groups of CGUs, that are
expected to benefit from the synergies of the acquisition.

The carryingvalue of goodwill recorded in the major groups of CGUs is set out below.

2011 2010
£m £m
Elsevier 991 994
LexisNexis Risk Solutions 1,733 1,720
LexisNexis Legal & ProfessionalUS 1,070 1064
LexisNexis Legal & Professional International 113 115
LexisNexis Legal & Professional 1,183 1179
Reed Exhibitions Continental Europe 289 293
Reed Exhibitions other 76
Reed Exhibitions 365
Reed Business Information US 52
Reed Business Information UK 352 71
Reed Business Information NL 23 24
Reed Business Information International 30 31
Reed Business Information 457 189
Total 4729 4441

Reed Elsevier’s goodwillimpairment testing methodology, assumptions and sensitivity analysis are disclosed within critical judgements
and key sources of estimation uncertainty on pages 91to 93.
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Total Internally

Marketand Content, acquired developed
customer software intangible intangible
related and other assets assets Total
£m £m £m £m £m
Cost
At 1January 2010 2,535 3,390 5,925 1,042 6,967
Acquisitions [ 16 27 - 27
Additions - - - 230 230
Disposals - (99) (99) (77) (176)
Exchange translation differences 85 44 129 9 138
At 1 January 2011 2,631 3,351 5,982 1,204 7,186
Acquisitions 196 115 311 - 311
Additions - - - 270 270
Disposals/reclassified as held for sale (38) (189) (227) (51) (278)
Exchange translation differences 13 (14) (1) (1) (2)
At 31 December 2011 2,802 3,263 6,065 1,422 7,487
Amortisation
At 1January 2010 437 2,260 2,697 638 3,335
Charge fortheyear 161 184 345 158 503
Disposals - (93) (93) (64) (157)
Exchange translation differences 12 33 45 3 48
At 1January 2011 610 2,384 2,994 735 3,729
Charge fortheyear 160 195 355 132 487
Disposals/reclassified as held for sale (30) (149) (179) (36) (215)
Exchange translation differences 4 (8) (4) (4) (8)
At31December 2011 744 2,422 3,166 827 3,993
Netbook amount
At 31 December 2010 2,021 967 2,988 469 3,457
At31December 2011 2,058 841 2,899 595 3,494

Intangible assets acquired as part of business combinations comprise: market related assets (e.g. trademarks, imprints, brands);
customerrelated assets (e.g. subscription bases, customer lists, customer relationships); and content, software and other intangible
assets (e.g. editorial content, software and product delivery systems, other publishing rights, exhibition rights and supply contracts).
Included in content, software and other acquired intangible assets are assets with a net book value of £531m (2010: £619m)] that arose on
acquisitions completed prior to the adoption of IFRS that have not been allocated to specific categories of intangible assets. Internally
developed intangible assets typically comprise software and systems developmentwhere anidentifiable asset is created that is

probable to generate future economic benefits.

Included in market and customer related intangible assets are £370m (2010: £368m) of brands and imprints relating to Elsevier
determined to have indefinite lives based on an assessment of their historical longevity and stable market positions. Indefinite lived
intangibles are tested forimpairment at least annually using the same value in use assumptions as set outin critical judgements and

key sources of estimation uncertainty on pages 91 to 93.
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Notes to the combined financial statements
for the year ended 31 December 2011

20M 2010

£m £m

Investmentsinjointventures 124 136
Available for sale investments 8 10
Venture capitalinvestments held for trading 56 38
Total 188 184

Thevalue of venture capitalinvestments held for trading, determined by reference to quoted market prices, amounted to £17m (2010:
£12m). The value of other venture capitalinvestments and available for sale investments has been determined by reference to other

observable marketinputs.

Ananalysis of changes in the carrying value of investments in joint ventures is set out below.

2011 2010

£m £m

Atstartofyear 136 135
Share of results of joint ventures 30 22
Dividends received from joint ventures (33) (24)
Disposals (6 (1)
Additions 1 -
Exchange translation differences (4) 4
Atendofyear 124 136

The principaljointventures at 31 December 2011 are exhibition joint ventures within Reed Exhibitions and Giuffre (an Italian legal

publisherinwhich Reed Elsevier has a 40% shareholding) within LexisNexis Legal & Professional.

Summarised aggregate informationin respect of joint ventures and Reed Elsevier's share is set out below.

Totaljointventures

ReedElsevier share

201 2010 2011 2010

£m £m £m £m

Revenue 254 235 128 116
Net profit for the year 62 46 30 22
Totalassets 255 264 122 122
Total liabilities (137) (132) (66) (62)
Netassets 18 132 56 60
Goodwill 68 76
Total 124 136
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2011 2010

Landand Fixturesand Total Landand Fixturesand Total

buildings  equipment £m buildings  equipment £m
Cost
At start of year 246 578 824 238 626 864
Acquisitions - 1 1 - - -
Capital expenditure 8 82 90 7 78 85
Disposals/reclassified as held for sale (16) (78) (94) (5) (141) (146)
Exchange translation differences - (1) (1) 6 15 21
Atend of year 238 582 820 246 578 824
Accumulated depreciation
Atstartofyear 115 418 533 106 466 572
Disposals/reclassified as held for sale (6) (69) (75) (5) (127) (132)
Charge fortheyear 9 66 75 12 67 79
Exchange translation differences - (1 (1 2 12 14
Atend of year 118 414 532 115 418 533
Netbook amount 120 168 288 131 160 291

No depreciationis provided on freehold land of £46m (2010: £48m). The net book amount of property, plantand equipment at

31 December2011includes £4m (2010: £2m)in respect of assets held under finance leases relating to fixtures and equipment.

Details of the objectives, policies and strategies pursued by Reed Elsevierin relation to financialinstruments and capital management
aresetoutonpages4éand47 of the Financial Review. The main financial risks faced by Reed Elsevier are liquidity risk, market risk -
comprising interest rate risk and foreign exchange risk —and credit risk. Financialinstruments are used to finance the Reed Elsevier
businesses andto hedge interest rate and foreign exchange risks. Reed Elsevier's businesses do not enter into speculative derivative
transactions. Details of financial instruments subject to liquidity, market and credit risks are described below.

Liquidity risk

Reed Elsevier maintains arange of borrowing facilities and debt programmes to fund its requirements, at short notice and at
competitive rates. The remaining contractual maturities for borrowings and derivative financialinstruments are shown in the table

below. The table shows undiscounted principaland interest cash flows and includes contractual gross cash flows to be exchanged as
partof cross currency interest rate swaps and forward foreign exchange contracts where there is a legal right of set-off.

Contractual cashflow
Carrying Within Morethan

amount 1year 1-2years 2-3years 3-4years 4-5years S5years Total
At 31 December 2011 £m £m £m £m £m £m £m £m
Borrowings
Fixed rate borrowings (3,568) (553) (814) (863) (248) (524) (1,694) (4,696)
Floating rate borrowings (714) (646) (2) (2) (65) (1 (5) (721)
Derivative financial liabilities
Interest rate derivatives (10) (9) (3) - - - - (12)
Cross currency interest rate swaps - (6) (173) (189) - - - (368)
Forward foreign exchange contracts (59) (1,019) (421) (256) - - - (1,696)
Derivative financial assets
Interest rate derivatives 39 13 27 6 5 5 3 59
Cross currency interest rate swaps 99 14 208 248 - - - 470
Forward foreign exchange contracts 1" 987 414 252 - - - 1,653
Total (4,202) (1,219) (764) (804) (308) (520) (1,696) (5,311)
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Notes to the combined financial statements
for the year ended 31 December 2011

Contractual cash flow

Carrying Within More than

amount 1year 1-2years 2-3years 3-4years 4-5years Syears Total
At 31 December 2010 £m £m £m £m £m £m £m £m
Borrowings
Fixed rate borrowings (3,711) (370) (558) (833) (865) (246) (2,210) (5,082)
Floating rate borrowings (591) (383) (53) (6) (99) (67) (5) (613)
Derivative financial liabilities
Interest rate derivatives (25) (19) (8) (2) - (1) (6) (36)
Cross currency interest rate swaps - (5) (7) (179) (190) - - (381)
Forward foreign exchange contracts (55) (1,283) (413) (154) (32) - - (1,882)
Derivative financial assets
Interest rate derivatives 19 15 10 20 - - - 45
Cross currency interest rate swaps 100 14 14 209 248 - - 485
Forward foreign exchange contracts 15 1,262 401 154 33 - - 1,850
Total (4,248) (769) (614) (791) (905) (314) (2,221) (5,614)

The carryingamount of derivative financial liabilities comprises £64m (2010: £68m) in relation to cash flow hedges and £5m (2010: £12m)
not designated as hedging instruments. The carryingamount of derivative financial assets comprises £123m (2010: £105m) in relation to
fairvalue hedges, £10m (2010: £12m) in relation to cash flow hedges and £16m (2010: £17m) not designated as hedging instruments.

At31 December 2011, Reed Elsevier had access to a $2,000m committed bank facility maturing in June 2014, which was undrawn.
The bank facility, together with certain of Reed Elsevier’s private placements, are subject to financial covenants. Reed Elsevier was
in compliance with these covenants for the year ended 31 December 2011.

After taking account of the maturity of committed bank facilities that back short term borrowings at 31 December 2011, and after
utilising available cash resources, no borrowings mature within two years (2010: nil), 44% of borrowings mature in the third year (2010:
23%), 18% in the fourth and fifth years (2010: 27%), 27% in the sixth to tenth years (2010: 39%), and 11% beyond the tenth year (2010: 11%).

Marketrisk

Reed Elsevier’s primary market risks are to interest rate fluctuations and exchange rate movements. Derivatives are used to hedge or
reduce the risks of interest rate and exchange rate movements and are not entered into unless such risks exist. Derivatives used by
Reed Elsevier for hedging a particularrisk are not specialised and are generally available from numerous sources. The impact of
market risks on net post employment benefit obligations and taxationis excluded from the following market risk sensitivity analysis.

Interest rate risk

Reed Elsevier'sinterest rate exposure management policy is aimed at reducing the exposure of the combined businesses to changes
ininterestrates.

At 31 December 2011, 69% of gross borrowings were either fixed rate or had been fixed through the use of interest rate swaps, forward
rate agreements and options. A 100 basis point reductionininterest rates would resultin an estimated decrease in net finance costs of
£5m (2010: £3m), based on the composition of financialinstruments including cash, cash equivalents, bank loans and commercial paper
borrowingsat31 December2011. A 100 basis pointriseininterest rates would resultin an estimated increase in net finance costs of £5m
(2010: £3m).

Theimpacton net equity of atheoretical change ininterest rates as at 31 December 2011 is restricted to the changein carryingvalue

of flloating rate to fixed rate interest rate derivatives in a designated cash flow hedge relationship and undesignated interest rate
derivatives. A 100 basis point reductionininterest rates would result in an estimated reduction in net equity of £3m (2010: £8m) and a
100 basis pointincrease ininterest rates would increase net equity by an estimated £4m (2010: £9m). Theimpact of achange in interest
rates onthe carrying value of fixed rate borrowings in a designated fair value hedge relationship would be offset by the change in
carryingvalue of the related interest rate derivative. Fixed rate borrowings not in a designated hedging relationship are carried at
amortised cost.



Reed Elsevier AnnualReportsand Financial Statements 2011 1 1 3

Foreign exchange rate risk

Translation exposures arise on the earnings and net assets of business operations in countries with currencies other than sterling, most
particularlyin respect of the US businesses. These exposures are hedged, to a significant extent, by a policy of denominating borrowings
in currencies where significant translation exposures exist, most notably US dollars (see note 24).

Atheoretical weakening of all currencies by 10% against sterling at 31 December 2011 would decrease the carrying value of net assets,
excluding net borrowings, by £472m (2010: £457m). This would be offset to a large degree by a decrease in net borrowings of £270m
(2010: £270m). Astrengthening of all currencies by 10% against sterling at 31 December 2011 would increase the carrying value of net
assets, excluding net borrowings, by £590m (2010: £570m) and increase net borrowings by £330m (2010: £329m).

Aretranslation of the combined businesses’ net profit for the yearassuming a 10% weakening of all foreign currencies against sterling
but excluding transactional exposures would reduce net profit by £54m (2010: £51m). A 10% strengthening of all foreign currencies
against sterling on this basis would increase net profit for the year by £65m (2010: £62m).

Creditrisk

Reed Elsevier seeks to limitinterest rate and foreign exchange risks described above by the use of financialinstruments and as aresult
has a credit risk from the potential non performance by the counterparties to these financialinstruments, which are unsecured. The
amount of this credit risk is normally restricted to the amounts of any hedge gain and not the principalamount being hedged. Reed
Elsevieralsohasacredit exposure to counterparties for the full principalamount of cash and cash equivalents. Credit risks are
controlled by monitoring the credit quality of these counterparties, principally licensed commercial banks and investment banks with
strong long term credit ratings, and the amounts outstanding with each of them.

Reed Elsevier has treasury policies in place which do not allow concentrations of risk with individual counterparties and do not allow
significant treasury exposures with counterparties which are rated lower than A/A2 by Standard & Poor’s, Moody’s or Fitch.

Reed Elsevier also has credit risk with respect to trade receivables due from its customers that include national and state governments,
academicinstitutions and large and small enterprisesincluding law firms, book stores and wholesalers. The concentration of credit
risk fromtrade receivablesis limited due to the large and broad customer base. Trade receivable exposures are managed locally in the
business units where they arise. Where appropriate, business units seek to minimise this exposure by taking payment in advance and
through management of credit terms. Allowance is made for bad and doubtful debts based on management’s assessment of the risk
takingintoaccount the ageing profile, experience and circumstance. The maximum exposure to credit risk is represented by the
carryingamount of each financial asset, including derivative financial instruments, recorded in the statement of financial position.

Included withintrade receivables are the following amounts which are past due but for which no allowance has been made. Past due

up to one month £212m (2010: £241m); past due two to three months £54m (2010: £58m); past due four to six months £20m (2010: £16m);
and past due greater than six months £5m (2010: £5m). Examples of trade receivables which are past due but for which no allowance has
been madeinclude those receivableswhere there is no concern over the creditworthiness of the customer and where the history of
dealings with the customerindicate the amount will be settled.

Hedge accounting
The hedging relationships that are designated under IAS39 - Financial Instruments are described below:

Fairvalue hedges
Reed Elsevier has entered intointerest rate swaps and cross currency interest rate swaps to hedge the exposure to changesin the fair
value of fixed rate borrowings due to interest rate and foreign currency movements which could affect the income statement.

Interest rate derivatives (including cross currency interest rate swaps) with a principal amount of £1,081m (2010: £1,093m) were in
place at 31 December 2011 swapping fixed rate term debt issues denominated in sterling, euros and Swiss francs [CHF) to floating rate
sterling, euroand US dollar (USD) debt respectively for the whole of their term.
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Notes to the combined financial statements
for the year ended 31 December 2011

The gains and losses on the borrowings and related derivatives designated as fair value hedges, which are included in the income
statement, for the two years ended 31 December 2011 were as follows:

Fairvalue Fairvalue

1January movement Exchange 1January movement Exchange 31December

2010  gain/(loss)  gain/(loss) 2011 gain/(loss)  gain/(loss) 2011

£m £m £m £m £m £m £m

GBP debt 9 (16) - (7) (23) - (30)
Related interest rate swaps (9) 16 - 7 23 - 30
EURdebt 2 1o - 12 3 - 19
Related interest rate swaps 2 10 - 12 (3) - 9
CHFdebt 48) @7 m (86) 3 (1) (84)

Related CHF to USD cross currency

interest rate swaps 48 37 1 86 (3) 1 84
Total GBP,EURand CHF debt AT 63 m (105) nn (1) (123)
Totalrelated interest rate derivatives 41 63 1 105 17 1 123

Netgain. ) - - - - - - -

Allfair value hedges were highly effective throughout the two years ended 31 December 2011.

Gross borrowings as at 31 December 2011 included £43m (2010: £51m) in relation to fair value adjustments to borrowings
previously designated in a fair value hedge relationship which were de-designated in 2008. The related derivatives were closed
outon de-designation with a cash inflow of £62m. £8m (2010: £10m) of these fair value adjustments were amortised in the year as
areduction to finance costs.

Cashflowhedges
Reed Elsevier entersinto two types of cash flow hedge:

(1) Interest rate derivatives which fix the interest expense on a portion of forecast floating rate debt (including commercial paper, short
term bank loans and floating rate term debt).

(2) Foreignexchange derivatives which fix the exchange rate on a portion of future foreign currency subscription revenues forecast by
the Elsevier science and medical businesses for up to 50 months.

Movements in the hedge reserve (pre-tax)in 2010 and 2011, including gains and losses on cash flow hedging instruments, were
asfollows:

Foreign Totalhedge

Interestrate exchange reserve
hedges hedges pre-tax
£m £m £m
Hedge reserve at 1 January 2010: losses deferred (38) (51) (89)
Lossesarisingin 2010 (15) (43) (58)
Amounts recognised inincome statement 26 35 61
Exchange translation differences (2) - (2)
Hedge reserve at 1 January 2011: losses deferred (29) (59) (88)
Losses arisingin 2011 (3) (21) (24)
Amounts recognised inincome statement 15 33 48
Exchange translation differences - 1 1
Hedgereserve at 31 December 2011: losses deferred (17) (46) (63)

All cash flow hedges were highly effective throughout the two years ended 31 December 2011.

Ataxcredit of £15m (2010: £21m] in respect of the above gains and losses at 31 December 2011 was also deferred in the hedge reserve.
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Of the amounts recognised in the income statement in the year, losses of £33m (2010: £35m) were recognised in revenue, and losses of
£15m (2010: £26m) were recognised in finance costs. Atax credit of £11m (2010: £15m] was recognised in relation to these items.
The deferred losses on cash flow hedges at 31 December 2011 are currently expected to be recognised in the income statementin future
years as follows:
Foreign Totalhedge
Interestrate exchange reserve w
hedges hedges pre-tax E
£m £m £m 5
2012 (13) (14) (27) 2
2013 (4) (19) (23) §
2014 - (10) (10)
2015 - (3) (3)
2016 - - -
Lossesdeferredin hedge reserve atend of year (17) (46) (63)
Dividends paid to Reed Elsevier PLC and Reed Elsevier NV shareholders are, other thanin special circumstances, equalised at the gross
levelinclusive of the UK tax credit of 10% received by certain Reed Elsevier PLC shareholders. The cost of funding the Reed Elsevier PLC
dividends is therefore similar to that of Reed Elsevier NV.
o
g
2011 2010 3
£m £m g
Deferredtaxassets 212 151
Deferredtax liabilities (1,236) (1,192)
Total (1,024) (1,041)
Movements in deferred tax liabilities and assets are summarised as follows:
Deferredtaxliabilities Deferredtaxassets
Excess of tax Excess of
allowances Acquired Other amortisation Taxlosses Other
over intangible Pensions  temporary over tax carried Pensions  temporary
amortisation assets assets differences allowances forward liabilities differences Total g
£m £m £€m £m £€m £m £m £m £m ]
3
Deferred tax (liability)/asset 3
at 1 January 2010 (216) (1,007) (31) (18) 27 9 122 50 (1,064) ®
Credit/(charge) to profit 2 100 (7) 1 (14) 4 (40) - 46
Credit/(charge) to equity - - 23 7 - (7) 6 29
Transfers - - - - - - - (11) (11)
Acquisitions - (9) - - - - - - (9)
Exchange translation
differences (9) (28) - - - - 3 2 (32)
Deferred tax (liability)/asset
at1January 2011 (223) (944) (15) (10) 13 13 78 47 (1,041)
(Charge)/credit to profit (6) 131 (10) (94) 3 32 (3 24 77
Credit to equity - - 25 - - - 1" 6 42 n
Transfers - - - - - - - (17 (17) 5
Acquisitions - (85) - - - 2 - 5 (78) Y
Disposals/reclassified =
asheldforsale - - - 1 - - - (1) - g
Exchange translation 5
differences (2) (2) - (2) - 1 - (2) (7) 2
Deferred tax (Liability)/asset Y
at 31 December 2011 (231) (900) - (105) 16 48 86 62 (1,024) ‘._:'{
g
3
2
5




1 'I 6 FINANCIAL STATEMENTS AND OTHER INFORMATION
NOTESTO THE COMBINED FINANCIAL STATEMENTS

Notes to the combined financial statements
for the year ended 31 December 2011

2011 2010

£m £m

Raw materials 6 6
Pre-publication costs 115 130
Finished goods 69 92
Total 190 228
201 2010

£m £m

Tradereceivables 1,361 1,361
Allowance for doubtful debts (63) (73)
1,298 1,288

Prepayments and accruedincome 185 187
Total 1,483 1,475

Tradereceivables are predominantly non-interest bearing and their carryingamounts approximate to their fair value.

Trade receivables are stated net of allowances for bad and doubtful debts. The movements in the provision during the year were

as follows:
2011 2010
£m £m
Atstartofyear 73 80
Charge fortheyear 15 15
Trade receivables written off (23) (22)
Disposals (1 -
Exchange translation differences (1 -
Atendofyear 63 73
The major classes of assets and liabilities of operations classified as held for sale are as follows:
2011 2010
£m £m
Goodwill 19 -
Intangible assets 7 -
Inventories 1 -
Deferred taxassets 1 -
Trade and otherreceivables 16 -
Totalassets held for sale 44 -
Trade and other payables 17 -

Total liabilities associated with assets held for sale




Reed Elsevier AnnualReportsand Financial Statements 2011 1 1 7

o
3
<
(¢}
<
201 2010
£m £m
Payables and accruals 1,245 1,276
Deferredincome 1,412 1,308
Total 2,657 2,584
os)
&,
3
(]
G
201 2010 %
Fallingdue Fallingduein Fallingdue Fallingduein 2
within morethan within more than
1year 1year Total Tyear 1year Total
£m £m £m £m £m £m
Financial liabilities measured at amortised cost:
Shortterm bank loans, overdrafts and commercial paper 596 - 596 379 - 379
Finance leases 2 6 8 7 15 22
Other loans 384 1,466 1,850 130 1,944 2,074
Otherloansin fairvalue hedging relationships - 1,204 1,204 - 1,198 1,198
Otherloans previously in fair value hedging relationships - 624 624 - 629 629
Total 982 3,300 4,282 516 3,786 4,302 g
The total fair value of financial liabilities measured atamortised costis £2,745m (2010: £2,796m). The total fair value of other loans in fair E—’
value hedging relationshipsis £1,237m (2010: £1,279m). The total fair value of other loans previously in fair value hedging relationships is %
£707m (2010: £685m). 2
Analysis by year of repayment
201M 2010
Shortterm Shortterm
bankloans, bank loans,
overdrafts overdrafts
and and
commercial Finance commercial Finance
paper Otherloans leases Total paper Otherloans leases Total
£m £m £m £m £m £m £m £m
Within 1year 596 384 2 982 379 130 7 516 @
Within 1to 2years - 618 3 621 - 382 7 389 3
Within 2to 3years - 725 2 727 - 636 8 644 é
Within 3to 4 years - 188 1 189 - 825 - 825 3
Within 4to 5years - 401 - 401 - 188 - 188
After5Syears - 1,362 - 1,362 - 1,740 - 1,740
- 3,294 6 3,300 - 3,771 15 3,786
Total 596 3,678 8 4,282 379 3,901 22 4,302

Shortterm bank loans, overdrafts and commercial paper were backed up at 31 December 2011 by a $2,000m (£1,290m) committed bank
facility maturing in June 2014, which was undrawn.
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1 'I 8 FINANCIAL STATEMENTS AND OTHER INFORMATION
NOTESTO THE COMBINED FINANCIAL STATEMENTS

Notes to the combined financial statements
for the year ended 31 December 2011

Analysis by currency

201 2010

Shortterm Shortterm

bank loans, bank loans,

overdrafts overdrafts

and and

commercial Finance commercial Finance

paper Otherloans leases Total paper  Otherloans leases Total
£m £m £m £m £m £m £m £m
USdollars 485 2,431 8 2,924 225 2,566 22 2,813
£ sterling - 730 - 730 - 707 - 707
Euro bAl 517 - 608 123 628 - 751
Other currencies 20 - - 20 31 - - 31
Total 596 3,678 8 4,282 379 3,901 22 4,302

Included in the US dollar amounts for other loans above is £363m (2010: £364m) of debt denominated in Swiss francs (CHF 500m; 2010:
CHF 500m]) that was swapped into US dollars on issuance and against which there are related derivative financial instruments, which, as
at31December 2011, had a fairvalue of £84m (2010: £86m).

Finance leases
At 31 December 2011 future finance lease obligations fall due as follows:

201 2010

£m £m

Within oneyear 2 8
Inthe second tofifthyearsinclusive 6 17
,,,,,,,,,,,, 8 o

Less future finance charges - (3)
Total 8 2
Presentvalue of future finance lease obligations payable:

Within oneyear 2 7
Inthe second to fifth yearsinclusive 6 15
Total 8 2

The fairvalue of the lease obligations approximates to their carryingamount.

Operating leases
Reed Elsevier leasesvarious properties, principally offices and warehouses, which have varying terms and renewal rights thatare
typicalto the territoryinwhich theyare located.

At 31 December 2011 outstanding commitments under non-cancellable operating leases fall due as follows:

2011 2010

£m £m

Within one year 129 128
Inthe second tofifthyearsinclusive 305 306
After five years 206 208
Total 640 642

Of the above outstanding commitments, £605m (2010: £609m) relate to land and buildings.



Reed Elsevier AnnualReportsand Financial Statements 2011 /l 1 9

o
3
2
@
H
Reed Elsevier has anumber of properties thatare sub-leased. The future lease receivables contracted with sub-tenants fall as follows:
20M 2010
£m £m
Within oneyear 21 17
Inthe second to fifth yearsinclusive 38 25
After fiveyears 19 5 .
Total 78 47 g
2
o
2
2011 2010
Property Restructuring Total Property Restructuring Total
£m £m £m £m £m £m
At start of year 105 54 159 89 106 195
Charged 16 - 16 36 31 67
Utilised (12) (37) (49) (22) (82) (104)
Exchange translation differences - - - 2 (1) 1
Atendofyear 109 17 126 105 54 159
o
Property provisions relate to estimated sub-lease shortfalls and guarantees given in respect of certain property leases for various %
periods up to 2024. =
@
<
At 31 December 2011 provisions are included within currentand non-current liabilities as follows: z
201 2010
£m £m
Current liabilities 39 71
Non-current liabilities 87 88
Total 126 159
&
There are contingent liabilities amounting to £15m (2010: £18m)] in respect of property lease guarantees. 3
>
5
3
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1 20 FINANCIAL STATEMENTS AND OTHER INFORMATION
NOTESTO THE COMBINED FINANCIAL STATEMENTS

Notes to the combined financial statements
for the year ended 31 December 2011

Combined share capitals exclude the shares of Reed Elsevier NV held by a subsidiary of Reed Elsevier PLC. Disclosuresinrespect
of share capitalare givenin note 12 to the Reed Elsevier PLC consolidated financial statements and note 13 to the Reed Elsevier NV
consolidated financial statements.

Combined share premiums exclude the share premium in respect of shares of Reed Elsevier NV held by a subsidiary of Reed
Elsevier PLC.

At31December 2011, shares held intreasury related to 14,051,025 (2010: 14,654,161) Reed Elsevier PLC ordinary shares and 7,380,906
(2010: 7,781,790) Reed Elsevier NV ordinary shares held by the Reed Elsevier Group plc Employee Benefit Trust (EBT); and 34,196,298
(2010:34,196,298) Reed Elsevier PLC ordinary shares and 23,952,791 (2010: 23,952,791) Reed Elsevier NV ordinary shares held by the
respective parent companies.

The EBT purchases Reed Elsevier PLC and Reed Elsevier NV shares which, at the trustees’ discretion, can be used in respect of the

exercise of share options and to meet commitments under conditional share awards.

At31December 2011, shares held by the EBT were £159m (2010: £166m).

Hedge Other
reserve reserves Total Total
201 201 2011 2010
£m £m £m £m
Atstartofyear (67) (320) (387) (502)
Profitattributable to parent companies’ shareholders - 760 760 642
Dividends paid - (497) (497) (483)
Actuariallosses on defined benefit pension schemes - (113) (113) (63)
Fairvalue movements on available for sale investments - (1) (1) -
Fairvalue movements on cash flow hedges (24) - (24) (58)
Taxrecognised directly in equity 5 37 42 29
Increase/(decrease) in share based remuneration reserve - 27 27 (7)
Settlement of share awards - (7) (7) (9)
Transfer from hedge reserve to net profit (net of tax) 37 - 37 46
Acquisition of non-controlling interests - (43) (43) -
Exchange translation differences 1 6 7 18
Atend of year (48) (151) (199) (387)

Otherreserves principally comprise retained earnings, the share based remuneration reserve and available for sale investment

reserve.
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Transactions between the Reed Elsevier combined businesses have been eliminated within the combined financial statements.
Transactions with joint ventures were made on normal market terms of trading and comprise sales of goods and services of
£1m (2010: £1m).

Asat 31 December 2011, amounts owed by joint ventures were £3m (2010: £2m). Key management personnel are also related parties
and comprise the executive directors of Reed Elsevier PLC and Reed Elsevier NV. Transactions with key management personnel are set
out below.

2011 2010
£m £m
Salaries and other shortterm employee benefits 3 5
Post employment benefits - 1
Share based remuneration 4 (1)
Total 7 5
The following exchange rates have been applied in preparing the combined financial statements:
Statement of
Income statement financial position

2011 2010 2011 2010
Eurotosterling 1.15 1.17 1.20 1.17
USdollarstosterling 1.60 1.55 1.55 1.56

The combined financial statements were approved and authorised forissue by the Boards of directors of Reed Elsevier PLC and Reed
Elsevier NVon 15 February 2012.

MB3IAIBAQ

MalAalssaulsng

MalA3J |eIDURUI

90UBUIBA0G

I
5
M
3
@,
o
o
I
a
I
=
@
E
o
=
=
@
M
3
o
o
2
5
o
o
El
2
o
S
3
o
=
o
£




FINANCIAL STATEMENTS AND OTHER INFORMATION
INDEPENDENTAUDITORS" REPORT

122

Independent auditors’ report

to the members of Reed Elsevier PLC and shareholders of Reed Elsevier NV

Reportonthe combined financial statements

We have audited the combined financial statements of Reed
Elsevier PLC (registeredin England and Wales), Reed Elsevier NV
(registered in Amsterdam), Reed Elsevier Group plc (registered
in England and Wales), Elsevier Reed Finance BV (registered in
Amsterdam) and their respective subsidiaries, associates and
jointventures (together “the combined businesses”), for the year
ended 31 December 2011 (“the combined financial statements”),
which comprise the combined income statement, the combined
statement of comprehensive income, the combined statement
of cash flows, the combined statement of financial position, the
combined statement of changes in equity, the accounting policies
and the related notes 1t032.

Ourauditwork has been undertaken so that we might state to the
members of Reed Elsevier PLC and shareholders of Reed Elsevier
NVthose matterswe are required to state to them inan auditor’s
reportand for no other purpose. To the fullest extent permitted by
law, we do notaccept orassume responsibility to anyone other
than Reed Elsevier PLC and Reed Elsevier NV, and the members
of Reed Elsevier PLC as a body and the shareholders of Reed
Elsevier NVasabody, for our auditwork, for this report, or for

the opinions we have formed.

Responsibilities of directors

As explained more fully in the Directors’ Responsibilities
Statement, the directors are responsible for the preparation of the
combined financial statementsinaccordance with International
Financial Reporting Standards as adopted by the European Union
("IFRS”) and for being satisfied that they give a true and fair view
and for such internal controlas it determinesis necessaryto
enable the preparation of financial statements that are free from
material misstatement, whether due to fraud orerror.

Auditors’ responsibilities

Ourresponsibilityis to auditand express an opinion on the
combined financial statements inaccordance with International
Standards on Auditing (UK and Ireland) as issued by the United
Kingdom Auditing Practices Board, and Dutch law, including the
Dutch Standards on Auditing. Those standards require us to
comply with our respective professions’ ethical requirements,
including Auditing Practices Board’s Ethical Standards for
Auditors and the International Ethical Standards Board of
Accountants Code of Ethics.

Scope of the audit of the combined financial statements
Anauditinvolves obtaining evidence about the amounts and
disclosuresin the combined financial statements sufficient to give
reasonable assurance thatthe combined financial statementsare
free from material misstatement, whether caused by fraud or
error. Thisincludes an assessment of: whether the accounting
policies are appropriate to the combined businesses’
circumstances and have been consistently applied and adequately
disclosed; the reasonableness of significant accounting estimates
made by the directors; and the overall presentation of the
combined financial statements. Inaddition, we read all the
financialand non-financialinformationin the annualreport to
identify materialinconsistencies with the audited combined
financial statements. If we become aware of any apparent material
misstatements orinconsistencies we consider the implications
forourreport.

The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement

of the combined financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation of the
combined financial statementsin orderto design audit procedures
thatare appropriate inthe circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s
internal control.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinion onthe combined financial statements
Inour opinion the combined financial statements:

give atrue and fairview of the state of the combined
businesses’ affairsasat31 December 2011 and of its profit
fortheyearthenended;and

have been properly prepared inaccordance with IFRSs as
adopted by the European Union.

Other matter

We have also audited the information in the parts of the Directors’
Remuneration Report presented in the Reed Elsevier Annual
Reports and Financial Statements (“the Remuneration Report”)
thatare described as having been audited. The separate audit
reports on the consolidated financial statements of Reed Elsevier
PLC and Reed Elsevier NV, which have been audited under locally
adopted standards and which include the other opinions required
by local laws and regulations, appear on pages 156 and 178.

Douglas King (Senior statutory auditor) ASandler
Forand on behalf of

Deloitte LLP Deloitte Accountants B.V.

Chartered Accountants Amsterdam
and Statutory Auditor The Netherlands
London, United Kingdom 15 February 2012

15 February 2012
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1 24 Financial statements and other information
COMBINED FINANCIAL STATEMENTS IN EUROS

The Reed Elsevier combined financial statements are presented in pounds sterling. This summary financial information presents the
primary combined financial statements and selected notes in euros using the exchange rates provided in note 31 to the combined
financial statements.

Combined income statement

2011 2010
Note €m €m
Revenue 1 6,902 7,084
Costofsales (2,445) (2,584)
Grossprofit 4457 4500
Selling and distribution costs (1,236) (1,276)
Administration and other expenses (1,870) (1,974)
Operating profit beforejointveh'tﬁt‘j‘f‘ég """"""""""""""""""""""""""""""""""""""""" 1 1,351 1250
Share of results of joint ventures 35 25
Operatingprofit 1,386 1275
Financeincome 20 9
Finance costs (290) (332)
Netfinance costs (270) (323)
""""" (26)  (54)
Profitbeforetax 1,090 898
Taxation (208) (140)
Netprofitfortheyear 882 758
Attributable to:
Parent companies’ shareholders 874 751
Non-controlling interests 8 7
Netprofitfortheyear 882 758
Combined statement of comprehensive income
2011 2010
€m €m
Net profit for theyear 882 758
Exchange differences ontranslation of foreign operations 107 196
Actuarial losses on defined benefit pension schemes (130) (74)
Fairvalue movements on available for sale investments (1) -
Fairvalue movements on cash flow hedges (28) (68)
Transferto net profit from hedge reserve (net of tax) 43 54
Taxrecognised directly in equity 48 34
Other comprehensive income f ‘ 39 142
Totalcomprehensive income for theyear 921 900
Attributable to:
Parent companies’ shareholders 913 893
Non-controlling interests 8 7

Total comprehensive income for the year 921 900
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Combined statement of cash flows
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2011 2010
Note €m €m
Cash flows from operating activities
Cash generated from operations 4 1,995 1,929
Interest paid (284) (345)
Interest received 14 9
Tax paid (net) (251) (10)
Net cash fromoperating activities 1,474 1,583
Cashflows frominvesting activities
Acquisitions 4 (553) (58)
Purchases of property, plantand equipment (98) (97)
Expenditure oninternally developed intangible assets (305) (267)
Purchase of investments (11) (6)
Proceeds from disposals of property, plantand equipment 8 8
Net proceeds from other disposals 92 7
Dividends received from joint ventures 38 28
Net cashusedininvesting activities (829) (385)
Cash flows from financing activities
Dividends paid to shareholders of the parent companies (572) (565)
Distributions to non-controlling interests (10) (9)
Increase/(decrease] in shortterm bank loans, overdrafts and commercial paper 241 (168)
Repayment of other loans (285) (461)
Repayment of finance leases (25) (8)
Acquisition of non-controlling interests (55) -
Proceedsonissue of ordinary shares 10 13
Net cashusedinfinancing activities (696) (1,198)
Decreasein cash and cash equivalents 4 (51) -
Movementin cash and cash equivalents
Atstartofyear 868 822
Decreasein cashand cash equivalents (51) -
Exchange translation differences 54 46
Atendofyear 871 868
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1 26 FINANCIAL STATEMENTS AND OTHER INFORMATION
COMBINED FINANCIAL STATEMENTS IN EUROS

Combined statement of financial position

20M 2010
Note €m €m
Non-currentassets
Goodwill 5,675 5,196
Intangible assets 4,192 4,045
Investmentsin joint ventures 149 159
Otherinvestments 77 56
Property, plantand equipment 346 341
Net pension assets 2 - b4
Deferredtaxassets 254 177
10,693 10,038
Currentassets
Inventories and pre-publication costs 228 267
Trade and otherreceivables 1,780 1,725
Derivative financial instruments 179 157
Cash and cash equivalents 4 871 868
3,058 3,017
Assets held forsale 53 -
Totalassets 13,804 13,055
Current liabilities
Trade and other payables 3,188 3,023
Derivative financial instruments 83 94
Borrowings 5 1,178 604
Taxation 813 755
Provisions 6 47 83
5,309 4,559
Non-currentliabilities
Borrowings 5 3,960 4,430
Deferred tax liabilities 1,483 1,395
Net pension obligations 2 290 263
Provisions 6 105 103
5,838 6,191
21 -
Total liabilities 11,168 10,750
Netassets 2,636 2,305
Capitalandreserves
Combined share capitals 268 262
Combined share premiums 3,268 3,222
Combined shares heldin treasury (796) (792)
Translationreserve 297 229
Other combined reserves 7 (431) (648)
Combined shareholders’ equity 2,606 2,273
Non-controlling interests 30 32
Total equity 2,636 2,305
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Combined statement of changes in equity 2
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Combined
Combined Combined Combined Other share- Non-
share share sharesheld Translation combined holders’ controlling Total
capitals  premiums intreasury reserve reserves equity interests equity
€m €m €m €m €m €m €m €m

Balanceat 1 January 2010 252 3,144 (782) 79 (753) 1,940 30 1,970
Total comprehensive

income forthe year - - - 196 697 893 7 900
Dividends paid - - - - (565) (565) (9] (574)
Issue of ordinary shares, g

net of expenses - 13 - - - 13 - 13 3
Decreaseinshare based §

remuneration reserve - - - - (8) (8) - (8) S
Settlement of share awards - - 1 - (11) - - - 2
Exchange differenceson

translation of capital

andreserves 10 65 (21) (46) (8) - 4 4
Balance at 1 January 2011 262 3,222 (792) 229 (648) 2,273 32 2,305
Total comprehensive

income for the year - - - 107 806 913 8 921
Dividends paid - - - - (572) (572) (10) (582)
Issue of ordinary shares,

netof expenses - 10 - - - 10 - 10 -
Increaseinshare based §

remuneration reserve - - - - 31 31 - 31 E_’

Settlement of share awards - - 8 - (8) - - - 3

Acquisitions - - - - - - 6 6 z

Acquisition of

non-controlling interests - - - - (49) (49) (6) (55)

Exchange differences

on translation of
capitalandreserves 6 36 (12) (39) 9 - - -

Balance at 31 December 2011 268 3,268 (796) 297 (431) 2,606 30 2,636
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1 28 FINANCIAL STATEMENTS AND OTHER INFORMATION
NOTESTO THE SUMMARY COMBINED FINANCIAL INFORMATION IN EUROS

Notes to the summary combined financial information
in euros

Revenue Operating profit Adjusted operating profit

201 2010 2011 2010 201 2010

€m €m €m €m €m €m

Elsevier 2,367 2,370 799 757 883 847
LexisNexis Risk Solutions 1,044 1,085 208 193 416 414
LexisNexis Legal & Professional 1,879 1,978 166 186 263 279
Reed Exhibitions 813 811 152 149 192 185
Reed Business Information 799 840 78 - 127 104
Sub-total 6,902 7,084 1,403 1,285 1,881 1,829
Corporate costs - - (56) (40) (50) (40)
Unallocated net pension financing credit - - 39 30 39 30
Total 6,902 7,084 1,386 1,275 1,870 1,819

Revenueis analysed before the €147m (2010: €136m) share of joint ventures’ revenue, of which €26m (2010: €28m) relates to LexisNexis
Legal & Professional, principally to Giuffre, €119m (2010: €104m) relates to Reed Exhibitions and €2m (2010: €4m] relates to Reed
Business Information.

Share of post-tax results of joint ventures of €35m (2010: €25m)] included in operating profit comprises €5m (2010: €5m] relating to
LexisNexis Legal & Professional, €29m (2010: €19m)] relating to Reed Exhibitions and €1m (2010: €1m) relating to Reed Business
Information. The unallocated net pension credit of €39m (2010: €30m) comprises the expected return on pension scheme assets of
€270m (2010: €254m) less interest on pension scheme liabilities of £231m (2010: €224m).

20M 2010

€m €m

North America 3,569 3,759
United Kingdom 1,089 1,061
The Netherlands 708 726
Rest of Europe 900 965
Rest of world 636 573
Total 6,902 7,084
20M 2010

€m €m

North America 3,702 3,864
United Kingdom 558 573
The Netherlands 217 239
Rest of Europe 1,259 1,323
Rest of world 1,166 1,085
Total 6,902 7,084
20Mm 2010

€m €m

Subscriptions 3,242 3,170
Circulation/transactions 1,896 2,059
Advertising 503 574
Exhibitions 805 790
Other 456 491

Total 6,902 7,084
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Expenditureon Capital Amortisation
acquired goodwilland expenditure ofacquired Depreciationand
intangible assets additions intangible assets otheramortisation
20M 2010 201 2010 2011 2010 20M 2010
€m €m €m €m €m €m €m €m
Elsevier 50 15 108 95 83 88 80 87
LexisNexis Risk Solutions - - 27 36 179 174 29 34 ®
LexisNexis Legal & Professional - 41 234 210 90 84 100 110 g
Reed Exhibitions 41 7 25 14 28 27 12 16 2
Reed Business Information 612 1 20 14 33 35 17 30 2
Total 703 A 414 369 413 408 238 277 §
Capital expenditure comprises additions to property, plantand equipment and internally developed intangible assets. Amortisation of
acquiredintangible assetsincludes amounts in respect of joint ventures of €5m (2010: €4m) in Reed Exhibitions. Other than the
depreciation and amortisation above, non cash itemsinclude €31m charge (2010: €8m credit) relating to the recognition of share based
remunerationand comprise €6m charge (2010 €m: €2m credit) in Elsevier, €4m charge (2010: €2m charge) in LexisNexis Risk
Solutions, €7m charge (2010: €1m credit) in LexisNexis Legal & Professional; €3m charge (2010: €1m credit] in Reed Exhibitions,
€2m charge (2010: €4m credit) in Reed Business Information and €9m charge (2010: €2m credit) in Corporate.
201 2010
€m €m
North America 8,381 7,858 s
United Kingdom 620 533 g
The Netherlands 148 164 )
Rest of Europe 940 996 =
Rest of world 350 246 :
Total 10,439 9,797
Non-currentassets by geographical location exclude amounts relating to derivative financialinstruments, deferred tax assets and net
pension assets.
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NOTESTO THE SUMMARY COMBINED FINANCIAL INFORMATION IN EUROS

Notes to the summary combined financial information

In euros

The pension expense recognised within the income statement comprises:

2011 2010

€m €m

Service cost (including curtailment credits of €10m (2010: €20m)) 65 56
Intereston pension scheme liabilities 231 224
Expected return on scheme assets (270) (254)
Net defined benefit pension expense 26 26
Defined contribution pension expense 45 37
Total pension expense VAl 63

The amountrecognised in the statement of financial position in respect of defined benefit pension schemes at the startand end of the

year and the movements during the year were as follows:

2011 2010

Defined Fairvalue Defined Fairvalue
benefit ofscheme Netpension benefit ofscheme Netpension
obligations assets obligations obligations assets  obligations
€m €m €m €m €m €m
Atstartofyear (4,302) 4,103 (199) (3,698) 3,435 (263)
Service cost (65) - (65) (56) - (56)
Interest on pension scheme liabilities (231) - (231) (224) - (224)
Expected return on scheme assets - 270 270 - 254 254
Actuarial (loss)/gain (90) (40) (130) (306) 232 (74)
Contributions by employer - 76 76 - 180 180
Contributions by employees (13) 13 - (13) 13 -
Benefits paid 162 (162) - 163 (163) -
Exchange translation differences (112) 101 (11) (168) 152 (16)
Atendofyear (4,651) 4,361 (290) (4,302) 4,103 (199)

The net pension obligations of £290m (2010: €199m) at 31 December 2011 comprise schemes in deficit with net pension obligations of
€290m (2010: €263m) and schemes in surplus with net pension assets of nil (2010: €64m).

Asat 31 December 2011 the defined benefit obligations comprise €4,465m (2010: €4,131m] in relation to funded schemes and €186m

(2010: €171m) in relation to unfunded schemes.
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5
§
Reed Elsevier uses adjusted figures as additional performance measures. Adjusted figures are stated before amortisation of acquired
intangible assets, exceptional restructuring and acquisition related costs, disposal gains and losses and other non operating items,
related tax effects and movements in deferred taxation assets and liabilities that are not expected to crystallise in the near term and
includes the benefit of taxamortisation where available on acquired goodwill and intangible assets. Adjusted operating profitis also
grossed up to exclude the equity share of taxes in joint ventures. Exceptional restructuring costsin 2010 relate to the restructuring of the
Reed Business Information business. Acquisition related costs relate to acquisition integration and professional and other transaction
related fees and adjustments to deferred and contingent consideration. @
0
Adjusted operating cash flow is measured after net capital expenditure and dividends from joint ventures but before paymentsin 5
relation to exceptional restructuring and acquisition related costs. 2
<
2011 2010 g
€m €m
Operating profit 1,386 1,275
Adjustments:
Amortisation of acquired intangible assets 413 408
Exceptional restructuring costs - 67
Acquisition related costs 59 58
Share of profit on disposalsin jointventures (1) -
Reclassification of tax in joint ventures 13 M
Adjusted operating profit 1,870 1,819 -
g
Profit before tax 1,090 898 &
Adjustments: 3
Amortisation of acquired intangible assets 413 408 z
Exceptional restructuring costs - 67
Acquisition related costs 59 58
Reclassification of taxin jointventures 13 [
Disposals and other non operating items 25 54
Adjusted profit before tax 1,600 1,496
Profit attributable to parent companies’ shareholders 874 751
Adjustments (post tax):
Amortisation of acquired intangible assets 408 394 °
Exceptionalrestructuring costs - 4b 2
Acquisition related costs 38 35 3
Disposals and other non operating items 19 43 5
Deferredtax credits onacquired intangible assets not expected to crystallise in the near term (120) (117)
Adjusted profit attributable to parent companies’ shareholders 1,219 1,150
Cash generated from operations 1,995 1,929
Dividends received from joint ventures 38 28
Purchases of property, plantand equipment (98) (97)
Proceeds from disposals of property, plantand equipment 8 8
Expenditure oninternally developed intangible assets (305) (267)
Paymentsinrelation to exceptional restructuring costs 60 116
Paymentsin relation to acquisition related costs 44 60
Adjusted operating cash flow 1,742 1,777
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NOTESTO THE SUMMARY COMBINED FINANCIAL INFORMATION IN EUROS

Notes to the summary combined financial information

In euros

2011 2010
€m €m
Operating profit before jointventures 1,351 1,250
Amortisation of acquired intangible assets 408 404
Amortisation of internally developed intangible assets 152 185
Depreciation of property, plantand equipment 86 92
Share based remuneration 31 (8)
Totalnoncashitems 677 673
Decreaseininventories and pre-publication costs 37 40
Decrease inreceivables (42) 28
Decreasein payables (28) (62)
Decrease inworking capital 33 4
Cash generated from operations ”“”‘1,995 1929
2011 2010
€m €m
Purchase of businesses (523) (44)
Investmentin joint ventures (1) -
Deferred payments relating to prior year acquisitions (29) (14)
Total (553) [58]
Related
derivative
Cash&cash financial
equivalents Borrowings instruments 2011 2010
€m €m €m €m €m
Atstartofyear 868 (5,034) 123 (4,043) (4,402)
Increase in cash and cash equivalents (51) - - (51) -
Net movementin shortterm bank loans, overdrafts and commercial paper - (241) - (241) 168
Repayment of other loans - 285 - 285 461
Repayment of finance leases - 25 - 25 8
'C"h‘énge in net borfai)vings fééultingﬁfﬁl"om cashflows (51 9 - 18 637
Borrowingsin acquired businesses - (21) - (21) -
Inception of finance leases - 9 - (9 (2)
Fairvalue adjustments to borrowings and related derivatives - (11) 20 9 13
Exchange translation differences 54 (132) 5 (73) (289)
Atendofyear 871 (5,138) 148 (4,119) (4,043)

Net borrowings comprise cash and cash equivalents, loan capital, finance leases, promissory notes, bank and other loans, and those
derivative financialinstruments that are used to hedge the fair value of fixed rate borrowings.

Cash and cash equivalentsinclude €5m (2010: €5m] held in trust to satisfy liabilities in respect of change of control obligations related

to the acquisition of ChoicePoint.
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During the year a number of acquisitions were made for a total consideration of €566m (2010: €51m), after taking account of net cash
acquired of £28m, the most significant of which was the acquisition of Accuity Inc. for €381m, net of cash acquired, which completed on

1 November 2011. The net assets of the businesses acquired are incorporated at their fair value to the combined businesses. Provisional
fairvalues of the consideration given and of the assets and liabilities acquired are summarised below.

Fair Fair

value value

2011 2010

€m €m

Goodwill 345 32
Intangible assets 358 32
Property, plant & equipment 1 -
Currentassets 27 -

Current liabilities (53) (2)
Borrowings (21) -
Currenttax (1) -
Deferred tax (90) (11)
Netassetsacquired 566 51
Consideration (after taking account of €28m net cash acquired) 566 51
Less: consideration deferred to future years (31) (6)
Less: acquisition date fair value of equity interest (12) -
Net cash flow 523 45

Goodwill, being the excess of the consideration over the net tangible and intangible assets acquired, represents benefits which do not
qualify for recognition as intangible assets, including the ability of a business to generate higher returns than individual assets, skilled
workforces, acquisition synergies that are specific to Reed Elsevier, and high barriers to market entry. Inaddition, goodwill arises on the
recognition of deferred tax liabilities in respect of intangible assets for which amortisation does not qualify for tax deductions.

The fairvalues of the assets and liabilities acquired are provisional pending the completion of the valuation exercises. Final fair values
willbe incorporatedinthe 2012 combined financial statements. There were no significant adjustments to the provisional fair values of
prioryearacquisitions established in 2010.

The businessesacquiredin 2011 contributed €39m to revenue, increased adjusted operating profit by €9m, increased adjusted profit
attributable by €9m, decreased profit attributable by €12m, and contributed €8m to net cash inflow from operating activities for the part
year under Reed Elsevier ownership and before taking account of acquisition financing costs. Had the businesses been acquired at the
beginning of the year, ona pro forma basis the Reed Elsevier revenues, adjusted operating profit, adjusted profit attributable and profit
attributable for the year would have been €6,975m, €1,889m, €1,232m and €887m respectively before taking account of acquisition
financing costs.

MB3IAIBAQ

MalAalssaulsng

MalA3J |eIDURUI

90UBUIBA0G

=
3
Y
3
(@),
)
-
0
-
)
-~
(]
3
(]
=1
-
n
[
3
Q.
o
-~
>
o
=
3
=5
o
3
3
Y
=
=]
=




134

FINANCIAL STATEMENTS AND OTHER INFORMATION
NOTESTO THE SUMMARY COMBINED FINANCIAL INFORMATION IN EUROS

Notes to the summary combined financial information

In euros

2011 2010

Fallingdue Fallingduein Fallingdue Fallingduein

within morethan within morethan
1year 1year Total 1year 1year Total
€m €m €m €m €m €m

Financial liabilities measured atamortised cost:

Shorttermbank loans, overdrafts and commercial paper 715 - 715 bbb - bbb
Finance leases 2 7 9 8 18 26
Other loans 461 1,759 2,220 152 2,274 2,426
Other loansinfairvalue hedging relationships - 1,445 1,445 - 1,402 1,402
Otherloans previously in fair value hedging relationships - 749 749 - 736 736
Total 1,178 3,960 5,138 604 4,630 5,034

The total fair value of financial liabilities measured at amortised costis €3,294m (2010: €3,271m). The total fair value of other loans in
fairvalue hedging relationshipsis €1,484m (2010: €1,496m). The total fair value of other loans previously in fair value hedging

relationships is €848m (2010: €801m).

Analysis by year of repayment

201 2010

Shortterm Shortterm

bank loans, bank loans,

overdraftsand overdraftsand

commercial Finance commercial Finance

paper Otherloans leases Total paper Otherloans leases Total
€m €m €m €m €m €m €m €m
Within 1year 715 461 2 1,178 Lbb 152 8 604
Within 1to 2years - 742 3 745 - 447 8 455
Within 2to 3years - 870 3 873 - 744 10 754
Within 3to 4years - 226 1 227 - 965 - 965
Within4to Syears - 481 - 481 - 220 - 220
After Syears - 1,634 - 1,634 - 2,036 - 2,036
- 3,953 7 3,960 - 4,412 18 4,430
Total 715 4,614 9 5,138 [ 4,564 26 5,034

Shortterm bank loans, overdrafts and commercial paper were backed up at 31 December 2011 by a $2,000m (€1,548m) committed bank

facility maturing in June 2014, which was undrawn.
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Analysis by currency

201 2010

Shortterm Shortterm

bankloans, bank loans,

overdraftsand overdraftsand

commercial Finance commercial Finance

paper Otherloans leases Total paper Otherloans leases Total
€m €m €m €m €m €m €m €m
USdollars 582 2,918 9 3,509 263 3,002 26 3,291
£ sterling - 876 - 876 - 827 - 827
Euro 109 620 - 729 144 735 - 879
Other currencies 24 - - 24 37 - - 37
Total 715 4,614 9 5,138 Lhh 4,564 26 5,034

Included in the US dollar amounts for other loans above is €435m (2010: €425m) of debt denominated in Swiss francs (CHF 500m; 2010:
CHF 500m) that was swapped into US dollars on issuance and against which there are related derivative financial instruments which, as
at31 December 2011, had afairvalue of €100m (2010: €100m).

201 2010
Property Restructuring Total Property Restructuring Total
€m €m €m €m €m €m

Atstartof year 123 63 186 99 120 219
Charged 18 - 18 42 36 78
Utilised (14) (42) (56) (26) (96) (122)
Exchange translation differences 4 - 4 8 3 "
Atendof year 131 21 152 123 63 186

Property provisions relate to estimated sub-lease shortfalls and guarantees givenin respect of certain property leases for various
periods up to 2024.

At 31 December 2011 provisions are included within currentand non-current liabilities as follows:

201 2010
€m €m
Current liabilities 47 83
Non-current liabilities 105 103
Total 152 186
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Notes to the summary combined financial information

In euros

Hedge Other

reserve reserves Total Total

2011 2011 2011 2010

€m €m €m €m

At start ofyear (79) (569) (648) (753)
Profitattributable to parent companies’ shareholders - 874 874 751
Dividends paid - (572) (572) (565)
Actuarial losses on defined benefit pension schemes - (130) (130) (74)
Fairvalue movements on cash flow hedges (28) - (28) (68)
Fairvalue movements on available for sale investments - (1) (1) -
Taxrecognised directly in equity 6 42 48 34
Increase/(decrease) in share based remuneration reserve - 31 31 (8)
Settlement of share awards - (8) (8) (11)
Transfer from hedge reserve to net profit (net of tax) 43 - 43 54
Acquisition of non-controlling interests - (49) (49) -
Exchange translation differences - 9 9 (8)
Atend of year (58) (373) (431) (648)

Statement of
Income statement financial position

201 2010 201 2010

Sterlingtoeuro 0.87 0.85 0.83 0.85
USdollarstoeuro 1.39 1.32 1.29 1.33
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Directors’ report

Thedirectors present their report, together with the financial
statements of the group and company, for the year ended
31 December 2011.

As aconsequence of the merger of the company’s businesses
with those of Reed Elsevier NVin 1993, described on page 55, the
shareholders of Reed Elsevier PLC and Reed Elsevier NV can be
regarded as having the interests of a single economic group.

The Reed Elsevier combined financial statements represent the
combined interests of both sets of shareholders and encompass
the businesses of Reed Elsevier Group plc, Elsevier Reed Finance
BV and theirrespective subsidiaries, associates and joint
ventures, together with the parent companies, Reed Elsevier PLC
and Reed Elsevier NV (“the combined businesses” or “Reed
Elsevier”). This directors’ reportand the financial statements of
the group and company should be read in conjunction with the
combined financial statements and other reports set out on pages
1t0122. Areview of the Reed Elsevier combined businesses and
their performanceintheyearis setouton pages8to 28, a
summary of the principal risks facing Reed Elsevieris set outon
pages 48to 50, and the Reed Elsevier statement on Corporate
Responsibility is set out on pages 29 to 38.

Principalactivities

The companyis aholding company andits principalinvestments
areitsdirect 50% shareholding in Reed Elsevier Group plcand
39% shareholding in Elsevier Reed Finance BV, which are engaged
in publishing and information activities and financing activities
respectively. The remaining shareholdingsin these two
companies are held by Reed Elsevier NV. Reed Elsevier PLC also
hasanindirect equity interestin Reed Elsevier NV. Reed Elsevier
PLC and Reed Elsevier NV have retained their separate legal
identities and are publicly held companies. Reed Elsevier PLC’s
securities are listed in Londonand New York and Reed Elsevier
NV’s securities are listed in Amsterdam and New York.

Financial statement presentation

The consolidated financial statements of Reed Elsevier PLC
include the 52.9% economic interest that shareholders have under
the equalisation arrangementsin the Reed Elsevier combined
businesses, accounted for on an equity basis.

Underthe terms of the merger agreement, dividends paid to Reed
Elsevier PLC and Reed Elsevier NV shareholders are, other thanin
special circumstances, equalised at the gross levelinclusive of the
UKtaxcreditreceived by certain Reed Elsevier PLC shareholders.
Because of the tax credit, Reed Elsevier PLC normally requires
proportionately less cash to fundits net dividend than Reed
Elsevier NVdoesto fundits grossdividend. An adjustmentis
therefore requiredin the consolidated income statement of Reed
Elsevier PLC to share this tax benefit between the two sets of
shareholdersinaccordance with the equalisation agreement. The
equalisation adjustmentarises on dividends paid by Reed Elsevier
PLCtoitsshareholdersanditreduced the consolidated attributable
earnings by £13m (2010: £13m), being 47.1% of the total amount of
the tax credit.

In addition to the reported figures, adjusted profit figures are
presented as additional performance measures used by
management. These exclude the tax credit equalisation
adjustmentand, inrelation to the results of joint ventures, the
company’s share of amortisation of acquired intangible assets,
acquisition related costs, disposal gains and losses and other non
operatingitems, related tax effects and movements in deferred
taxation assets and liabilities not expected to crystallisein the
neartermandinclude the benefit of taxamortisation where
available onacquired goodwilland intangible assets.

Consolidated income statement

Reed Elsevier PLC's shareholders’ 52.9% share of the adjusted
profitbefore tax of the Reed Elsevier combined businesses was
£736m (2010: £677m). Reported profit before tax, including the
Reed Elsevier PLC shareholders’ share of amortisation charges,
acquisition related costs and disposals and other non operating
items, was £390m (2010: £328m). The increase reflects the
improved trading performance, lower interest costs and no
exceptionalrestructuring costsin 2011.
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At Elsevier, Science & Technology reported good growth in
research and databases. Health Sciences underlying revenues
were flat, with double digit revenue growth in electronic revenue
across all segments offset by declines in print book sales to
individuals and in pharma promotion. LexisNexis Risk Solutions
achieved good growth ininsurance data & analytics and business
services, although screening revenues slowed in the second half
reflecting US hiring trends, and federal government markets
remained under pressure. LexisNexis Legal & Professional
revenues returned to slight underlying growth in both the US and
internationally, with growth in research and litigation tools and
in practice management, and moderating declines in news and
businessto corporate customersandinelectronic listings.

Reed Exhibitions saw good growth across all geographies,
excluding biennial cycling. Reed Business Information returned
tounderlying revenue growth, with strong growth in data services
mostly offset by continued weakness in printadvertising. The
overall adjusted operating margin was 1.4 percentage points
higher despite additional spending on new product development
and sales & marketing, reflecting the sale and closure of low
returning assets and continued focus on process efficiency and
procurement savings, and the benefit of prioryear restructuring
and currency effects.

Reed Elsevier PLC's shareholders’ share of the adjusted profit
attributable of the combined businesseswas £561m (2010: £520m).
After deducting the company’s share of the post tax charge for
amortisation of acquired intangible assets, and acquisition related
costs, disposal gains and losses and other non operating items
and deferred taxes not expected to crystallise in the near term,
the reported net profit for the year was £389m (2010: £327m).

Adjusted earnings per shareincreased 8%to 46.7p (2010: 43.4p).
At constant rates of exchange, the adjusted earnings per share
were 6% higher. Including the effect of the tax credit equalisation
aswellas amortisation of acquired intangible assets, acquisition
related costs, disposal gains and losses and other non operating
items, and tax adjustments, the basic earnings per share were
32.4p(2010:27.3p).

Consolidated statement of financial position

The consolidated statement of financial position of Reed Elsevier
PLC reflectsits 52.9% economicinterestin the net assets of Reed
Elsevierwhich asat31 December 2011 was £1,149m (2010:
£1,028m). The £121mincrease in net assets reflects the
company’s sharein the attributable profits of Reed Elsevier
partially offset by dividends paid.

139

Dividends

The Boardis recommending an equalised final dividend of
15.9p per ordinary share (2010: 15.0p). This gives total ordinary
dividends for the year of 21.55p (2010: 20.4p). The final dividend
will be paid on 21 May 2012 to shareholders on the Register on
27 April 2012.

Dividend cover, based on adjusted earnings per share and the
totalinterim and proposed final dividends for the year, is 2.2 times.
The Boards of the company and Reed Elsevier NV have adopted
dividend policiesinrecentyearsinrespect of their equalised
dividends that, subject to currency considerations, grow dividends
broadlyin line with adjusted earnings per share whilst maintaining
dividend cover (being the number of times the annual dividend is
covered by the adjusted earnings per share] of at least 2.0 times
overthe longerterm.

The total dividend paid on the ordinary sharesin the financialyear
was £248m (2010: £245m).

Parent company financial statements

Theindividual parent company financial statements of Reed
Elsevier PLC are presented on pages 157 to 159, and are prepared
under UK Generally Accepted Accounting Practice (UK GAAP).
Parent company shareholders’ fundsasat31 December 2011
were £3,163m (2010: £2,791m).

Corporate Governance

The company has complied throughout the year with the
provisions of the UK Corporate Governance Codeissuedin

May 2010 (the “UK Code”). The UK Code is publicly available at
www.frc.org.uk. Details of how the principles of the UK Code have
beenapplied and the directors’ statementoninternal controlare
setoutinthe Structure and Corporate Governance reporton
pages55to 61.

Details of the role and responsibilities, membership and activities
of the Reed Elsevier Audit Committees, including the company’s
Audit Committee, are set outin the Report of the Audit Committees
on pages 80to 82.
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Directors’ report

Directors
The following served as directors of the company during the year:

A JHabgood (Chairman)

E Engstrom (Chief Executive Officer)

M H Armour (Chief Financial Officer)

MW Elliott

AN Hennah (appointed 20 April 2011)

L Hook

RBPolet

Sir David Reid (senior independent director)

Lord Sharman of Redlynch OBE (retired 20 April 2011)
BvanderVeer

Biographical details of the directors at the date of this reportare
givenon pages 52and 53.

Directorsare appointed inaccordance with the Articles of
Association, which provides thatany director appointed during
theyear holds office only until the next following Annual General
Meetingandis then eligible for election by the shareholders.

The company’s Articles of Association provide that at every Annual
General Meeting of the company, one third of the directors (or if their
numberis notamultiple of three the number nearest to one third)
shallretire from office and, if they wish, put themselves up for
re-election by the shareholders. The UK Code, applicable inrespect
of the company’s financial year beginning 1 January 2011,
recommends thatalldirectors should seek re-election by
shareholdersannually. Accordingly, the Board implemented this
provision with effect from the Annual General Meeting in April 2011.

The office of director shall be vacated if he or she: (i) resigns; (ii)
becomes bankrupt or compounds with his or her creditors
generally; (iii) is or may be suffering from a mentalillness; (iv) is
prohibited by law from being a director; or (v} is removed from
office pursuantto the company’s Articles of Association. Subject
tothe shareholders’ rights to appointindividuals to the Board in
accordance with the company’s Articles of Association, no
individual may be appointed to the Board unless such appointment
isrecommended by the Nominations Committee.

Atthe Annual General Meeting held in April 2011, Adrian Hennah
was appointed a non-executive directorand Lord Sharman retired
asanon-executive director.

Inaccordance with the provisions of the UK Code, all directors will
retire fromthe Board at the Annual General Meetingin 2012 and,
beingeligible, they will each offer themselves for re-election.
Takinginto account the assessment by the Corporate Governance
Committee of the qualifications, performance and effectiveness of
eachindividual director seeking re-election, the Board has
accepted arecommendation from the Nominations Committee
thateach director be proposed for re-election at the 2012 Annual
General Meeting.

The Board, in conjunction with external recruitment consultants,
hasbeen conductingasearch forasuitable candidateasa
non-executive directorand, on the recommendation of the
Nominations Committee. David Brennan will be proposed for
appointmentasanon-executive director of Reed Elsevier PLC

and asamember of the Supervisory Board of Reed Elsevier NV, with
effectfrom 1 November 2012 at the Reed Elsevier PLC and Reed
Elsevier NVAnnual General Meetingsin April 2012. Mr Brennan was
appointed chief executive officer of AstraZeneca PLC in 2006. He
has over 35years experience in the biopharmaceuticalindustryand
inthe development, manufacturingand commercialisation of
innovative medicines. Mr Brennan will bring highly relevant
experience to our board discussions. Subject to his appointment at
the Annual General Meetings, he willalso be appointed a
non-executive director of Reed Elsevier Group plc.

The notice period applicable to the service contracts of

E Engstromand MH Armouris 12 months. The remaining
directors seeking re-election atthe 2012 Annual General
Meeting do not have service contracts.

Details of directors’ remuneration and their interests in the share
capital of the company are provided in the Directors’
Remuneration Reporton pages 63to 79.

Share capital

The company’sissued share capital comprises a single class of
ordinary shares, all of which are listed on the London Stock
Exchange. Allissued shares are fully paid up and carry no
additional obligations or special rights. Each share carries the
rightto one vote at general meetings of the company. In a general
meeting, subject toanyrights and restrictions attached toany
shares, onashow of hands every memberwho is presentin
personshallhave one vote and every proxy presentwho has been
duly appointed by one or more members entitled to vote on the
resolution has one vote (although a proxy has one vote forand one
vote against the resolution if: (i) the proxy has been duly appointed
by more than one member entitled to vote on the resolution; and (ii)
the proxy has beeninstructed by one or more of those members to
vote for the resolution and by one or more other of those members
tovote againstit). Subject to any rights or restrictions attached to
anyshares, onavote onaresolutionona poll every member
presentin person or by proxy shall have one vote for every share of
which heisthe holder. Proxy appointments and voting instructions
must be received by the company’s registrars not less than 48
hours before ageneral meeting. There are no specific restrictions
onthe size of aholding noron the transfer of shares, which are
both governed by the general provisions of the Articles of
Association and prevailing legislation. The company is not aware
of any agreements between shareholders that may resultin
restrictions on the transfer of shares or onvoting rights attached
tothe shares.
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Atthe 2011 Annual General Meeting, shareholders passed a
resolution authorising the directors to allot shares up toanominal
value of £9m, representing less than 5% of the company’sissued
share capital. Since the 2011 Annual General Meeting no shares
have beenissued under this authority. The shareholder authority
also permitted the directors to allot shares in order to satisfy
entitlements under employee share plans, and details of such
allotments are noted below. The authority to allot shares will
expire atthe 2012 Annual General Meeting, and aresolution to
further extend the authority will be submitted to the shareholders
atthe 2012 Annual General Meeting.

Duringtheyear, 1,627,341 ordinary sharesin the company were
issuedin order to satisfy entittements under employee share
plansas follows:

337,841 under a UKSAYE share option scheme at prices
between 401.6pand 504.0p pershare.

1,286,962 under executive share option schemes at prices
between 451.5pand 542.0p pershare.

2,538 under LTIP scheme at 487.25p per share.

Theissued share capitalasat 31 December 2011 is shown in note
12to the consolidated financial statements.

Authority to purchase shares

Atthe 2011 Annual General Meeting, shareholders passed a
resolution authorising the purchase of up to 124.9 million ordinary
sharesinthe company (representing less than 10% of the issued
ordinary shares) by market purchase. No shares were purchased
under this authority during the year. Asat 31 December 2011 there
were 34,196,298 ordinary shares held in treasury, representing
2.73% of the issued ordinary shares. The authority to make market
purchaseswill expire atthe 2012 Annual General Meeting, and a
resolution to further extend the authority will be submitted to the
shareholders atthe 2012 Annual General Meeting.

Substantial shareinterests

Asat 15 February 2012, the company had been notified by the
following shareholders that they held aninterest of 3% or more in
voting rights of the issued share capital of the company:

Lloyds Banking Group plc 6.90%
BlackRock Inc. 5.02%
Silchester International Investment 3.99%
Legal & General Group plc 3.40%

The percentage interests stated above are as disclosed at the date
onwhich the interests were notified to the company.
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Employee benefit trust

The Trustee of the Reed Elsevier Group plc Employee Benefit Trust
heldaninterestin 14,051,025 ordinary shares in the company
(representing 1.12% of the issued ordinary shares) as at 31
December2011. The Trustee may vote or abstain from voting any
sharesitholdsinanywayit seesfit.

Significant agreements - change of control

The Governing Agreement between Reed Elsevier PLC and Reed
Elsevier NV states that upona change of control of Reed Elsevier
PLC (forthese purposes, the acquisition by a third party of 50% or
more of the issued share capital having voting rights), should there
not be acomparable offer from the offeror for Reed Elsevier NV,
Reed Elsevier NV may serve notice upon Reed Elsevier PLC
varying certain provisions of the Governing Agreement, including
the governance and the standstill provisions.

There areanumber of borrowing agreements including credit
facilities thatin the event of a change of control of both Reed
Elsevier PLC and Reed Elsevier NVand, in some cases, a
consequential credit rating downgrade to sub-investment grade
may, at the option of the lenders, require repayment and/or
cancellation as appropriate.

Powersof directors

Subjecttothe provisions of the Companies Act 2006, the
company’s Articles of Association and any directions given by
specialresolutions, the business of the company shall be
managed by the Board which may exercise all the powers of the
company.

Directors’indemnity

Inaccordance with the company’s Articles of Association, the
company has granted directors anindemnity, to the extent
permitted by law, in respect of liabilities incurred as a result of
their office. The company also purchased and maintained
throughout the year Directors”and Officers’ liability insurance in
respect of itselfand its directors.

Related party transactions

Internal controls arein place to ensure thatany related party
transactionsinvolving directors or their connected persons are
carriedoutonanarm’s length basis and are properly recorded.
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Directors’ report

Conflict of interest

The company’s Articles of Association permit the Board to approve
situationswhere a director has aninterest that conflicts, or may
possibly conflict, with the interests of the company. The Board has
established aformal system whereby the Nominations Committee
considers and decides whether to authorise any such conflictor
potential conflict,and whether toimpose limits or conditions when
giving authorisation. In reachingits decision, the Nominations
Committee isrequiredtoactinawayit considers would be most
likely to promote the success of the company.

Creditor payment policy

Reed Elsevier companies agree terms and conditions for business
transactions with suppliers, including the terms of payment. Reed
Elsevier does not operate a standard code in respect of payments
tosuppliers. The average time taken to pay suppliers during the
yearwas between 30 and 45 days (2010: between 30 and 45 days).

Charitable donations

Throughthe Reed Elsevier Cares programme, which concentrates
on education for disadvantaged young people, Reed Elsevier
companies made donations during the year for charitable
purposes amounting to £2.4m (2010: £2.3m) of which £0.5m

(2010: £0.5m]) was in the United Kingdom. Further information
concerning the Reed Elsevier Cares programme is available
fromthe Reed Elsevier Corporate Responsibility Report at
reporting.reedelsevier.com/cr11

Political donations

Reed Elsevier does not make donations to EU political
organisations orincur EU political expenditure. In the United
States, Reed Elsevier companies donated £53,550 (2010: £53,000)
to political organisations. In line with US law, these donations were
not made at federal level, but only to candidates and political
parties atthe state and local levels.

Financial Statements and accounting records

The directors are responsible for preparing the directors’ report
and the financial statementsinaccordance with applicable law
and regulations.

Company law requires the directors to prepare financial
statements for each financial year. Under that law the directors
arerequiredto prepare the consolidated financial statementsin
accordance with International Financial Reporting Standards as
adopted by the European Union and Article 4 of the IAS Regulation
and have elected to prepare the parent company financial
statementsinaccordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law). Under company law the directors
must notapprove the accounts unless they are satisfied that they
give atrue and fair view of the state of affairs of the company and of
the profit or loss of the company for that period.

In preparing the parent company financial statements, the
directorsare required to: select suitable accounting policies and
then apply them consistently; make judgments and accounting
estimates thatare reasonable and prudent; state whether
applicable UK Accounting Standards have been followed, subject
toany material departures beingdisclosed and explainedin the
financial statements; and prepare the financial statementsona
going concern basis unlessitis inappropriate to presume that the
company will continue in business.

In preparing the group financial statements, IAS1 requires that
directors: properly selectand apply accounting policies; present
information, including accounting policies, ina manner that
providesrelevant, reliable, comparable and understandable
information; provide additional disclosures when compliance with
the specificrequirementsin IFRSs are insufficient to enable users
tounderstand the impact of particular transactions, other events
and conditions on the entity’s financial position and financial
performance;and make an assessment of the company’s ability to
continue asagoing concern.

Thedirectors are responsible for keeping adequate accounting
records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy atany time
the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006.
Theyare alsoresponsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention
and detection of fraud and otherirregularities.
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Directors’ responsibility statement
The Board confirms that to the best of its knowledge:

the consolidated financial statements, prepared in accordance
with International Financial Reporting Standards asissued by
the International Accounting Standards Board and as adopted
by the European Union, give a true and fair view of the financial
position and profit or loss of the group; and

the directors’ reportincludes afair review of the development
and performance of the business and the position of the group,
togetherwith a description of the principal risks and
uncertainties thatit faces.

Neither the company northe directors acceptany liability to any
personinrelationtothe Annual Report except to the extent that
such liability could arise under English law. Accordingly, any
liability to a personwho has demonstrated reliance on any untrue
or misleading statement or omission shall be determinedin
accordance with Section 90A of the Financial Services and
Markets Act 2000.

Disclosure of information to auditors

As partof the process of approving the company’s 2011 financial
statements, the directors have taken steps pursuant to section
418(2) of the Companies Act 2006 to ensure that they are aware of
anyrelevantauditinformation and to establish that the company’s
auditors are aware of that information. In that context, so faras the
directorsare aware, thereis no relevant audit information of
which the company’s auditors are unaware.

Going concern

The directors, having made appropriate enquiries, consider that
adequate resources exist for the combined businesses to continue
inoperational existence for the foreseeable future and that,
therefore, itis appropriate to adopt the going concern basis in
preparingthe 2011 financial statements. In reaching this
conclusion, the directors have had due regard to the combined
businesses’ financial position as at 31 December 2011, the strong
free cash flow of the combined businesses, Reed Elsevier's
ability to access capital markets and the principal risks facing
Reed Elsevier.
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Acommentaryon the Reed Elsevier combined businesses’

cash flows, financial position and liquidity for the year ended

31 December2011is setoutinthe Chief Financial Officer’s Report
on pages 42 to 44. This shows that, after taking account of
available cash resources and committed bank facilities that back
up shortterm borrowings, none of Reed Elsevier’s borrowings fall
due withinthe nexttwo years. Reed Elsevier’s policies on liquidity,
capital managementand management of risks relating to interest
rate, foreign exchange and credit exposures are set out on pages
46 and 47. Furtherinformation on liquidity of the combined
businesses canbe foundin note 18 of the combined financial
statements. The principalrisks facing Reed Elsevierare setouton
pages 48to50.

Auditors

Resolutions for the re-appointment of Deloitte LLP as auditors of
the company and to authorise the directors to fix their
remuneration will be submitted to shareholders at the 2012
Annual General Meeting.

By orderof the Board Registered Office
HenryUdow 1-3Strand
Secretary London

15 February 2012 WC2N5JR
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Consolidated income statement

201 2010
Note £m £m
Administrative expenses 1 (2) (2)
Effect of tax credit equalisation on distributed earnings 2 (13) (13)
Share of results of joint ventures " 404 342
Operating profit S S 389 327
Financeincome 5 1 1
Profit before tax - - 390 328
Taxation 6 (1 (1)
Profitattributable to ordinary shareholders 389 327
Consolidated statement of comprehensive income
2011 2010
£m £m
Profitattributable to ordinary shareholders 389 327
Share of joint ventures’ other comprehensive (expensel)/income foryear (14) 25
Total comprehensive income for theyear 3718 352
Earnings per ordinary share
2011 2010
Note pence pence
Basic earnings pershare 8 32.4 27.3
Diluted earnings per share 8 32.1 27.1
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Consolidated statement of cash flows
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2011 2010
Note £m £m
Cash flows from operating activities
Cash used by operations 10 (2) (2)
Interest received 1 1
Tax paid (m (3)
Net cashusedin operating activities (2) (4)
Cashflows frominvesting activities
Dividends received from joint ventures " 600 589
Increase ininvestmentin jointventures 11 - (596)
Netcashreceived from/(used in) investing activities 600 (7)
Cashflows from financing activities
Equity dividends paid 7 (248) (245)
Proceedsonissue of ordinary shares 8 9
(Increase)/decrease in net funding balances due from joint ventures 10 (358) 247
Net cash (used in)/from financing activities (598) 11

Movementin cashand cash‘éQuivalents
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Consolidated statement of financial position

20M 2010

Note £m £m
Non-currentassets
Investmentsin joint ventures " 1,158 1,037
Totalassets 1,158 1,037
Current liabilities
Taxation 9 9
Total liabilities 9 9
Netassets 1,149 1,028
Capitalandreserves
Called up share capital 12 180 180
Share premium account 1,176 1,168
Shares heldintreasury (including injoint ventures) (308) (312)
Capital redemption reserve 4 4
Translationreserve 159 142
Otherreserves 13 (62) (154)
Total equity 1,149 1,028

The consolidated financial statements were approved by the Board of directors, 15 February 2012.

A JHabgood MHArmour
Chairman Chief Financial Officer
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Consolidated statement of changes in equity 2
o
2
@
=
Shares Capital
Share Share heldin redemption Translation Other
capital premium treasury reserve reserve reserves Totalequity
Note £m £m £m £m £m £m £m
Balanceat 1 January 2010 180 1,159 (317) 4 92 (202) 916
Total comprehensive income for the year - - - - 50 302 352
Equity dividends paid 7 - - - - - (245) (245)
Issue of ordinary shares, net of expense - 9 - - - - 9
Share of jointventures’ settlement of share ®
awards by employee benefit trust - - 5 - - (5) - G
Share of jointventures’ decreasein 5
share based remuneration reserve - - - - - (4) (4) B
Balance at 1 January 2011 180 1,168 (312) 4 142 (154) 1,028 §
Total comprehensive income for the year - - - - 17 358 375
Equity dividends paid 7 - - - - - (248) (248)
Issue of ordinary shares, net of expenses - 8 - - - - 8
Share of jointventures’ settlement of share
awards by employee benefit trust - - 4 - - (4) -
Share of jointventures’increasein share
based remunerationreserve - - - - - 14 14
Share of joint ventures’ acquisition of
non-controlling interests - - - - - (23) (23)
Equalisation adjustments - - - - - (5) (5) I
Balance at31 December 2011 180 1,176 (308) 4 159 (62) 1,149 §
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Group accounting policies

Basis of preparation

These consolidated financial statements have been prepared
under the historical cost convention in accordance with applicable
accounting standards. They report the consolidated statements of
income, cash flow and financial position of Reed Elsevier PLC, and
have been prepared inaccordance with International Financial
Reporting Standards (IFRS) as endorsed by the European Union
and asissued by the International Accounting Standards Board
(IASB].

The consolidated financial statements are prepared onagoing
concern basis, as explained on page 143.

Unless otherwise indicated, allamounts shown in the financial
statements are in millions of pounds.

The basis of the merger of the businesses of Reed Elsevier PLC
and Reed Elsevier NVis set out on page 55.

Determination of profit

The Reed Elsevier PLC share of the Reed Elsevier combined
results has been calculated on the basis of the 52.9% economic
interest of the Reed Elsevier PLC shareholdersinthe Reed
Elsevier combined businesses, after taking account of results
arisingin Reed Elsevier PLC and its subsidiaries. Dividends paid
to Reed Elsevier PLC and Reed Elsevier NV shareholders are,
otherthanin special circumstances, equalised at the gross level
inclusive of the UK tax credit received by certain Reed Elsevier
PLC shareholders.

In Reed Elsevier PLC’s consolidated financial statements, an
adjustmentisrequiredto equalise the benefit of the tax credit
between the two sets of shareholdersin accordance with the
equalisation agreement. This equalisation adjustment arises
ondividends paid by Reed Elsevier PLC toits shareholders and
reduces the consolidated attributable earnings by 47.1% of the
totalamount of the tax credit.

The accounting policies adopted in the preparation of the
combined financial statements are set out on pages 88to 93.

Investments

Reed Elsevier PLC’s 52.9% economic interestin the netassets
of the combined businesses has been shown on the statement
of financial position as investments in joint ventures, net of the
assetsand liabilities reported as part of Reed Elsevier PLC and
its subsidiaries. Investmentsin joint ventures are accounted for
using the equity method.

Foreign exchange translation

Transactionsinforeign currenciesare recorded at the rate

of exchange prevailing on the date of the transaction. At each
statement of financial position date, monetary assetsand
liabilities that are denominated in foreign currencies are
retranslated at the rate prevailing on the statement of financial
position date. Exchange differences arising are recorded in the
income statement. The exchange gains or losses relating to the
retranslation of Reed Elsevier PLC's 52.9% economic interest
inthe netassets of the combined businesses are classified as
equityand transferredto the translation reserve.

When foreign operations are disposed of, the related cumulative
translation differences are recognised within theincome
statementin the period.

Taxation

The tax expense represents the sum of the tax payable on the
currentyear taxable profits, adjustmentsin respect of prior

year taxable profits and the movements on deferred tax thatare
recognised inthe income statement. Tax arising in jointventures
isincludedinthe share of results of joint ventures.

The tax payable on currentyear taxable profitsis calculated using
the applicable tax rate that has been enacted, or substantively
enacted, by the date of the statement of financial position.

Deferredtaxis the tax arising on differences between the carrying
amounts of assets and liabilities in the financial statements and
their corresponding tax bases used in the computation of taxable
profit,and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for
alltaxable temporary differences and deferred tax assets are
recognised to the extent that, based on current forecasts, itis
probable that taxable profits will be available against which
deductible temporary differences can be utilised.

Deferredtaxis calculated using tax rates that have been
substantively enacted at the date of the statement of financial
position. Full provision is made for deferred tax which would
become payable on the distribution of retained profits from
foreign subsidiaries, associates or joint ventures.

Movementsin deferred tax are charged and credited in the income
statement, except when they relate toitems charged or credited
directly to equity, inwhich case the deferred taxis alsorecognised
in equity.

Critical judgements and key sources of estimation uncertainty
Criticaljudgementsinthe preparation of the combined financial
statementsare set out on pages 91to 93.

Standards, amendments and interpretations not yet effective
Recentlyissued standards, amendments and interpretations and
theirimpact on future accounting policies and reporting have been
considered on page 93 of the combined financial statements.
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Notes to the consolidated financial statements 2
)
<.

for the year ended 31 December 2011 2

Administrative expenses include £799,000(2010: £742,000) paid in the year to Reed Elsevier Group plc undera contract for the services

of directors and administrative support. Reed Elsevier PLC has no employees (2010: nil).

The tax credit equalisation adjustment arises on ordinary dividends paid by Reed Elsevier PLC toits shareholders and reduces the o

consolidated profit attributable to ordinary shareholders by 47.1% of the total amount of the tax credit, as set outin the accounting G

policies on page 148. 5
n
o
H

Audit fees payable by Reed Elsevier PLC were £28,000 (2010: £27,000). Furtherinformation on the audit and non audit fees paid by the

Reed Elsevier combined businessesto Deloitte LLP and its associates is set outin note 3 to the combined financial statements.

Alltransactionswith joint ventures, which are related parties of Reed Elsevier PLC, are reflected in these financial statements. Key

management personnelare also related parties and comprise the executive directors of Reed Elsevier PLC. Transactions with key

management personnelare set outin note 30 to the combined financial statements. g
2

201 2010
£m £m
Financeincome fromjoint ventures 1 1
20M 2010
£m £m
@

UK corporation tax 1 1 E
El

Areconciliation of the notional tax charge based on the applicable rate of tax to the actual total tax expense is set out below. 5

20m 2010
£m £m

Profit before tax 390 328

Tax atapplicable rate 26.5% (2010: 28%) 103 92

Tax at applicable rate on share of results of joint ventures (107) (96)

Other 5 5

Taxexpense 1 1
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Notes to the consolidated financial statements

for the year ended 31 December 2011

2011 2010 2011 2010
pence pence £m £m
Ordinary shares
Finalfor priorfinancialyear 15.0p 15.0p 180 180
Interim for financial year 5.65p 5.4p 68 65
Totat  2065p  204p 248 25

The directors of Reed Elsevier PLC have proposed a final dividend of 15.9p (2010: 15.0p). The cost of funding the proposed final dividend is
expected to be £191m. No liability has been recognised at the statement of financial position date.

201 2010
pence pence
Ordinaryshares
Interim (paid) 5.65p 5.4p
Final (proposed) 15.9p 15.0p
Total 21.55p 20.4p
2011 2010
Weighted Weighted
average average
number of number of
shares Earnings EPS shares Earnings EPS
(millions) £m £m (millions) £m £m
Basic earnings per share 1,202.0 389 32.4 1,199.1 327 27.3
Based on 52.9% interestin total operations
of the combined businesses 1,202.0 402 33.4 1,199.1 340 28.4
Diluted earnings per share 1,211.7 389 32.1 1,205.1 327 27.1

Thediluted EPS figures are calculated after taking account of the effect of potential additional ordinary shares arising from share

options and conditional shares.



Reed Elsevier AnnualReportsand Financial Statements 2011 1 5 1

o
3
2
@
=
The weighted average number of sharesis after deducting shares held in treasury. Movements in the number of sharesin issue net of
treasury shares forthe year ended 31 December 2011 are shown below.
Year ended 31 December
2011 2010
Sharesin Sharesin
issuenetof issuenetof
Sharesin Treasury treasury treasury w
issue shares shares shares G
(millions) (millions) (millions) (millions) @
Atstart of year 1,249.3 (48.9) 1,200.4  1,197.7 B
Issue of ordinary shares 1.6 - 1.6 2.0 §
Net release of shares by employee benefit trust - 0.6 0.6 0.7
Atendofyear 1,250.9 (48.3) 1,202.6 1,200.4
Weighted average number of equivalent ordinary shares during the year 1,202.0 1,1991
Adjusted profitand earnings per share figures are used by management as additional performance measures. The adjusted figures are
derived as follows:
o
Profitattributable to Basic earnings §
ordinaryshareholders pershare g
2011 2010 2011 2010 Fl
£€m £m pence pence =
Reported figures 389 327 32.4 27.3 =
Effect of tax credit equalisation on distributed earnings 13 13 1.0 1.1
Profit attributable to ordinary shareholders based on 52.9% economic
interestin the Reed Elsevier combined businesses 402 340 33.4 28.4
Share of adjustmentsinjointventures:
Amortisation of acquired intangible assets 188 178 15.6 14.8
Exceptionalrestructuring costs - 20 - 1.7
Acquisition related costs 17 15 1.5 1.2
Disposals and other non operating items 8 20 0.7 1.7
Deferred taxadjustments (54) (53) (4.5) (4.4) @
Adjusted figures 561 520 46.7 43.4 §
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Notes to the consolidated financial statements
for the year ended 31 December 2011

2011 2010

£m £m
Administrative expenses (2) (2)
Cashused by operations (2) (2)
2011 2010

£m £m

Atstartofyear 274 521
Cash flow 358 (247)
Atendofyear 632 274
2011 2010

£m £m

Share of results of joint ventures 404 342
Share of jointventures’ other comprehensive (expense) /income (14) 25
Share of joint ventures” acquisition of non-controlling interests (23) -
Share of jointventures’ increase/(decrease) in share based remuneration reserve 14 (4)
Equalisation adjustments (18) (13)
Dividends received from joint ventures (600) (589)
Increaseininvestmentinjointventures - 596
Increase/(decrease) in netfunding balances due from jointventures 358 (247)
Net movementintheyear 121 110
Atstartofyear 1,037 927
Atendofyear 1,158 1,037

During theyearthe companyreceived a dividend of £600m from Reed Elsevier Group plc.

Summarised information showing totalamountsin respect of joint ventures and Reed Elsevier PLC shareholders’52.9% share is set
out below.

ReedElsevier PLC

Totaljointventures shareholders’ share
2011 2010 2011 2010
£m £m £m £m
Revenue 6,002 6,055 3,175 3,203
Net profit for theyear 767 648 404 342

Reed Elsevier PLC’s share of joint ventures’ net profit attributable to parent company shareholders for the year excludes the net loss
thatarose directlyin Reed Elsevier PLC of £2m (2010: £2m).
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ReedElsevier PLC
Totaljointventures shareholders’ share
20M 2010 201 2010
£m £m £m £m
Total assets 11,503 11,158 6,085 5,903
Total liabilities (9,306) (9,188) (5,559) (5,140)
Netassets 2,197 1,970 526 763 w
Attributable to: %
Jointventures 2,172 1,943 526 763 §
Non-controlling interests 25 27 - - 2
2,197 1,970 526 763 S
Funding balances due from joint ventures 632 274
Total 1,158 1,037
The above amounts exclude assets and liabilities held directly by Reed Elsevier PLC and include the counterparty balances of amounts
owed to and by other Reed Elsevier businesses. Included within Reed Elsevier PLC’s share of assets and liabilities are cash and cash
equivalents of £384m (2010: £393m) and borrowings of £2,265m (2010: £2,276m) respectively.
o
g
No.of shares £m E,L
Ordinary shares of 14%/;;,p each 1,250,913,565 180 g
Unclassified shares of 145/1,p each 787,158,643 114 2
Total 294
Allof the ordinary shares rank equally with respect to voting rights and rights to receive dividends. There are no restrictions on the
rights totransfershares.
20M 2010
No.ofshares £m No. of shares £m
Atstartofyear 1,249,286,224 180 1,247,275,833 180
Issue of ordinary shares 1,627,341 - 2,010,391 -
Atend of year 1,250,913,565 180 1,249,286,224 180 g’
o
3
Theissue of ordinary shares relates to the exercise of share options. Details of share option and conditional share schemes are setoutin §
[0

note 6 to the Reed Elsevier combined financial statements.

Details of shares heldintreasuryare provided in note 28 to the Reed Elsevier combined financial statements.
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Notes to the consolidated financial statements
for the year ended 31 December 2011

2011 2010
£m £m
Atstartofyear (154) (202)
Profitattributable to ordinary shareholders 389 327
Share of jointventures’:
Actuarial losses on defined benefit pension schemes (60) (33)
Fairvalue movements on available for sale investments (1) -
Fairvalue movements on cash flow hedges (12) (31)
Taxrecognised directly in equity 22 15
Increase/(decrease) in share based remuneration reserve 14 (4)
Settlement of share awards by employee benefit trust (4) (5)
Acquisition of non-controlling interests (23) -
Transferto net profit from hedge reserve 20 24
Equalisation adjustments (5) -
Equity dividends paid (248) (245)
Atend of year (62) (154)
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There are contingent liabilities in respect of borrowings of joint ventures guaranteed by Reed Elsevier PLC as follows:

201 2010
£m £m
Guaranteedjointly and severally with Reed Elsevier NV 3,920 3,924

Financialinstrumentsdisclosuresinrespect of the borrowings covered by the above guarantees are given in note 18 to the Reed Elsevier
combined financial statements.

% holding
Reed Elsevier Group plc
Incorporated and operating in Great Britain 18,385 ordinary Rshares 100%
1-3Strand 18,385 ordinary E shares -
London WC2N 5JR 100,000 7.5% cumulative preference nonvoting shares 100%
Holding company for operating businessesinvolved in
science & medical, risk management, legaland business
publishing and organisation of trade exhibitions Equivalenttoa 50% equity interest
Elsevier Reed Finance BV
Incorporated in the Netherlands 133 ordinary R shares 100%
Radarweg 29 205ordinary E shares -
1043 NX Amsterdam, the Netherlands
Holding company for financing businesses Equivalenttoa39% equity interest
The Esharesin Reed Elsevier Group plc and Elsevier Reed Finance BV are owned by Reed Elsevier NV.

% holding
Reed Holding BV
Incorporatedinthe Netherlands 191 ordinary shares 100%

Radarweg 29
1043 NX Amsterdam, the Netherlands

At31December 2011 Reed Holding BV owned 4,303,179 (2010: 4,303,179) shares of a separate class in Reed Elsevier NV. The
equalisationarrangements entered into between Reed Elsevier PLC and Reed Elsevier NV at the time of the merger give Reed
Elsevier PLC a5.8% economicinterestin Reed Elsevier NV.
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Independent auditor’s report on the consolidated
financial statements to the members of Reed Elsevier PLC

We have audited the consolidated financial statements of

Reed Elsevier PLC for the year ended 31 December 2011 (“the
consolidated financial statements”), which comprise the
consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of cash flows,
the consolidated statement of financial position, the consolidated
statement of changes in equity, the group accounting policies and
therelated notes 1to 16. The financial reporting framework that
has beenappliedintheir preparationisapplicable lawand
International Financial Reporting Standards ("IFRSs") as adopted
by the European Union.

Thisreportis made solely to the company’s members, as a body,
inaccordance with Chapter 3 of Part 16 of the Companies Act 2006.
Ourauditwork has been undertaken so that we might state to the
company’s members those matters we are required to state to
theminanauditor’sreportand for no other purpose. To the fullest
extent permitted by law, we do notaccept orassume responsibility
toanyone other than the company and the company’s members as
abody, for ouraudit work, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditor

As explained more fullyin the Directors’ Responsibilities
Statement, the directors are responsible for the preparation
of the consolidated financial statements and for being satisfied
thattheygive atrue and fairview.

Ourresponsibility is to auditand express an opinion on the
consolidated financial statements inaccordance with applicable
law and International Standards on Auditing (UK and Ireland).
Those standards require us to comply with the Auditing Practices
Board'’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

Anauditinvolves obtaining evidence about the amounts and
disclosuresin the financial statements sufficient to give
reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or error.
Thisincludes an assessment of: whether the accounting

policies are appropriate tothe group’s circumstances and

have been consistently applied and adequately disclosed; the
reasonableness of significant accounting estimates made by the
directors; and the overall presentation of the financial statements.
Inaddition, we read all the financial and non-financial information
inthe annualreporttoidentify materialinconsistencies with the
audited financial statements. If we become aware of any apparent
material misstatements orinconsistencies we consider the
implications for our report.

Opinion on financial statements
Inouropinionthe consolidated financial statements:

give atrue and fairview of the state of the group’s affairs as
at 31 December 2011 and of its profit for the year then ended;

have been properly preparedinaccordance with IFRSs as
adopted by the European Union; and

have been prepared in accordance with the requirements of
the Companies Act 2006 and Article 4 of the IAS Regulation.

Opinion on other matter prescribed by the Companies Act 2006
Inour opinion the information given in the Directors’ Report for the
financialyear for which the financial statements are preparedis
consistent with the consolidated financial statements.

Matters onwhichwe arerequired toreport by exception
We have nothing to reportinrespect of the following:

Underthe Companies Act 2006 we are required to reporttoyouif,
inouropinion:

certaindisclosures of directors’ remuneration specified by law
are not made;or

we have not received all the information and explanations we
require for our audit.

Underthe Listing Rules we are required to review:

the directors’ statement, contained within the Structure and
Corporate Governance report, in relation to going concern;

the part of the Corporate Governance report relating to
the company’s compliance with the nine provisions of the
2008 Combined Code specified for our review; and

certain elements of the report to shareholders by the Board
ondirectors’ remuneration.

Other matter

We have reported separately on the parent company financial
statements of Reed Elsevier PLC for the year ended 31 December
2011 and onthe informationin the parts of the Directors’
Remuneration Report presented in the Reed Elsevier Annual
Reports and Financial Statements 2011 that are described as
having been audited.

Douglas King (Senior statutory auditor)
Forand on behalf of

Deloitte LLP

Chartered Accountants and Statutory Auditor
London

United Kingdom

15 February 2012
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Parent company balance sheet
i.
20M 2010
Note £m £m
Fixed assets
Investmentsin subsidiary undertakings 1 309 309
Investmentsin jointventures 1 2,308 2,304
2,617 2,613
Currentassets
Debtors:amounts due from jointventures 632 274
632 274 e
Creditors: amounts falling due within one year B
Other creditors - (10) >
Taxation (9 (9) s
Amounts owed to subsidiary undertakings (77) (77)
(86) (96)
Netcurrentassets 546 178
Netassets 3,163 2,791
Capitalandreserves
Called up share capital 180 180
Share premium account 1,176 1,168 .
Shares held intreasury (224) (224) =l
Capitalredemption reserve 4 4 a.
Otherreserves 148 134 %
Profitand lossreserve 1,879 1,529 =
Shareholders’ funds 3,163 2,791 s
The parent company financial statements were approved by the Board of directors, 15 February 2012.
A JHabgood MHArmour
Chairman Chief Financial Officer
g g ’ &
Parent company reconciliation of shareholders’ funds
=)
[0

Share Shares Capital Profit
Share premium heldin redemption Other and loss

capital account treasury reserve reserves reserve Total

£m £m £m £m £m £m £m

At 1January 2010 180 1,159 (224) 4 138 1,187 2,444

Profit attributable to ordinary shareholders - - - - - 587 587

Equity dividends paid - - - - - (245) (245)

Issue of ordinary shares, net of expenses - 9 - - - - 9
Equityinstruments granted to employees e
of combined businesses - - - - (4) - (4) ]
At 1January 2011 180 1,168 (224) 4 134 1,529 2,791 %
Profit attributable to ordinary shareholders - - - - - 598 598 1
Equity dividends paid - - - - - (248) (248) §
Issue of ordinary shares, net of expenses - 8 - - - - 8 3
Equity instruments granted to employees ‘é’_
...... ofcombinedbusinesses - o= o= M - e e
At31December 2011 180 1,176 (224) 4 148 1,879 3,163 §
o
3
S
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Parent company accounting policies

Basis of preparation

The parent company financial statements have been prepared
underthe historical cost convention in accordance with UK
Generally Accepted Accounting Practice (UK GAAP). Unless
otherwise indicated, allamountsinthe financial statements are
in millions of pounds.

The parent company financial statements are prepared on a going
concern basis, as explained on page 143.

As permitted by section 408 of the Companies Act 2006, the
company has not presented its own profitand loss account.

The Reed Elsevier PLC accounting policies under UKGAAP are
setoutbelow.

Investments

Fixed assetinvestmentsinthe Reed Elsevier combined
businesses are stated at cost, less provision, if appropriate, for
anyimpairmentinvalue. The fairvalue of the award of share
options and conditional shares over Reed Elsevier PLC ordinary
sharesto employees of the Reed Elsevier combined businesses
aretreated as a capital contribution.

Principaljointventures and subsidiaries are set outin notes 15and
16 of the Reed Elsevier PLC consolidated financial statements.

Sharesheldintreasury

The consideration paid, including directly attributable costs, for
sharesrepurchasedis recognised as shares held in treasury and
presented as a deduction from total equity. Details of share capital
andshares held intreasuryare setoutin notes 12 of the Reed
Elsevier PLC consolidated financial statements and note 28 of the
Reed Elsevier combined financial statements.

Foreign exchange translation
Transactions entered intoin foreign currencies are recorded at
the exchange rates applicable at the time of the transaction.

Taxation

Deferred taxationis provided in full for timing differences using
the liability method. Deferred tax assets are only recognised to
the extent that they are considered recoverable in the shortterm.
Deferred taxation balances are not discounted.

Notes to the parent company financial statements

Subsidiary Joint

undertaking ventures Total

£m £m £m

At 1January 2010 309 1,702 2,011
Increaseininvestments - 596 596
Equity instruments granted to Reed Elsevier employees - 6 6
At 1January 2011 309 2,304 2,613
Equityinstruments granted to Reed E - 4 4
At 31 December 2011 309 2,308 2,617
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Independent auditor’s report on the parent company
financial statements to the members of Reed Elsevier PLC

We have audited the parent company financial statements of Reed
Elsevier PLC for the year ended 31 December 2011 (“the company
financial statements”) which comprise the parent company
balance sheet, the parent company reconciliation of shareholders’
funds, the parent company accounting policies and the related
note on page 158. The financial reporting framework that has been
appliedintheir preparationis applicable lawand United Kingdom
Accounting Standards (United Kingdom Generally Accepted
Accounting Practice).

Thisreportis made solely to the company’s members, as a body,
inaccordance with Chapter 3 of Part 16 of the Companies Act 2006.
Ourauditwork has been undertaken so that we might state to the
company’s members those matters we are required to state to
theminanauditor'sreportand forno other purpose. To the fullest
extent permitted by law, we do notaccept orassume responsibility
toanyone other than the company and the company’s members as
abody, for our audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities
Statement the directors are responsible for the preparation of the
parent company financial statements and for being satisfied that
they give atrue and fair view. Our responsibility is to audit and
expressan opinion on the parent company financial statementsin
accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An auditinvolves obtaining evidence about the amounts and
disclosuresin the financial statements sufficient to give
reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or error. This
includes an assessment of: whether the accounting policies are
appropriate tothe parent company’s circumstances and have
been consistently applied and adequately disclosed; the
reasonableness of significantaccounting estimates made by the
directors; and the overall presentation of the financial statements.
In addition, we read all the financial and non-financialinformation
inthe annualreporttoidentify materialinconsistencies with the
audited financial statements. If we become aware of any apparent
material misstatements orinconsistencies we consider the
implications for our report.

Opinionon financial statements
Inour opinion the parent company financial statements:

give atrue andfairview of the state of the parent company’s
affairsasat31 December 2011 and of its profit for the year
then ended;

have been properly prepared inaccordance with United
Kingdom Generally Accepted Accounting Practice; and

have been prepared inaccordance with the requirements
ofthe Companies Act 2006.

Opinion on other matters prescribed by the Companies Act 2006
Inour opinion:

the part of the Directors’ Remuneration Report to be audited
has been properly preparedinaccordance with the Companies
Act 2006; and

the information givenin the Directors’ Report for the financial
year for which the financial statements are preparedis
consistentwith the parent company financial statements.

Matters onwhichwe are required to report by exception
We have nothing to reportinrespect of the following matters
where the Companies Act 2006 requires us to report to you if,
inouropinion:

adequate accounting records have not been kept by the parent
company, or returns adequate for our audit have not been
received from branches notvisited by us; or

the parent company financial statements and the part of the
Directors’ Remuneration Reportto be audited are notin
agreement with the accounting records and returns; or

certaindisclosures of directors’ remuneration specified
by laware not made; or

we have not received all the information and explanations
we require for our audit.

Other matter

We have reported separately on the consolidated financial
statements of Reed Elsevier PLC for the year ended

31 December 2011.

Douglas King (Senior statutory auditor)
Forand on behalf of

Deloitte LLP

Chartered Accountants and Statutory Auditor
London

United Kingdom

15 February 2012
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Dyear summary

2011 2010 2009 2008 2007
Note £m £m £m £m £m
Combined financialinformation
Revenue - continuing operations 2 6,002 6,055 6,071 5,334 4,584
Reported operating profit - continuing operations 2 1,205 1,090 787 901 888
Adjusted operating profit - continuing operations 2 1,626 1,555 1,570 1,379 1,137
Reported profit attributable to shareholders - total operations 760 642 391 476 1,200
Adjusted profit attributable to shareholders - total operations 1,060 983 982 9219 852
Reed Elsevier PLC consolidated financialinformation
Reported profit attributable to shareholders 3 389 327 195 241 624
Adjusted profit attributable to shareholders 4 561 520 519 486 451
Reported earnings perordinary share (pence) 3 32.4p 27.3p 17.2p 22.1p 49.7p
Adjusted earnings per ordinary share (pence) 4 46.7p 43.4p 45.9p 44.6p 35.9p
Dividend per ordinary share (pence) 5 21.55p 20.4p 20.4p 20.3p 18.1p

(1) Adjusted figuresare presented as additional performance measures used by management and are stated before amortisation and
impairment of acquired intangible assets and goodwill, exceptional restructuring and acquisition related costs, and in respect of
attributable profit, reflect a tax rate that excludes the effect of movements in deferred taxation assets and liabilities that are not

expectedto crystallise inthe near termandinclude the benefit of taxamortisation where available on acquired goodwill and
intangible assets. Acquisition related finance costs and profitand loss from disposal gains and losses and other non operating

items are also excluded from the adjusted figures.

(2) Revenue, reported operating profitand adjusted operating profit are presented for continuing operations. Net profit from

discontinued operationsisincluded in profitattributable to shareholders.

(3) Reported profitattributable to shareholders and reported earnings per share are based on the 52.9% share of the Reed Elsevier
combined profit attributable to shareholders, adjusted to equalise the benefit of the UK dividend tax credit with Reed Elsevier NV

shareholdersasareductionin reported profits.

(4) Adjusted profitattributable to shareholders and adjusted earnings per share are based on the 52.9% share of the Reed Elsevier

combined profit attributable to Reed Elsevier PLC shareho

lders.

(5) Dividend perordinaryshareis based onthe interim dividend and proposed final dividend for the relevantyear, and does notinclude

the 82.0p per share special distributionin 2008.
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Report of the Supervisory Board and the Executive Board

The Supervisory Board and the Executive Board (which jointly
make up “the Combined Board”) present their joint report,
togetherwith the financial statements of the group and of the
company, for the year ended 31 December 2011.

Asaconsequence of the merger of the company’s businesses
with those of Reed Elsevier PLC in 1993, described on page 55,
the shareholders of Reed Elsevier NVand Reed Elsevier PLC can
beregarded as having the interests of a single economic group.
The Reed Elsevier combined financial statements represent the
combined interests of both sets of shareholders and encompass
the businesses of Reed Elsevier Group plc, Elsevier Reed Finance
BVandtheirrespective subsidiaries, associates and joint ventures,
together with the parent companies, Reed Elsevier NVand Reed
Elsevier PLC (“the combined businesses” or “Reed Elsevier”).

This report of the Supervisory Board and the Executive Board and
the consolidated and parent company financial statements should
be readin conjunction with the Reed Elsevier combined financial
statementsand otherreports set outon pages 1to 136, whichare
incorporated by reference herein. Summary combined financial
informationin eurosis set outon pages 123 to 136. The combined
financial statements on pages 84 to 122 are to be considered as
partof the notes to the statutory financial statements. The annual
report of Reed Elsevier NVwithin the meaning of article 2:391 of
the Dutch Civil Code consists of pages 162 to 165 and, incorporated
byreference, pages 1to 136. The Corporate Governance Statement
of Reed Elsevier NV dated 15 February 2012 is published on the
Reed Elsevier website (www.reedelsevier.com)andisincorporated
by reference herein as perthe Vaststellingsbesluit nadere
voorschrifteninhoud jaarverslag January 2010 article 2a

under 1subb.

Principal activities

The companyis aholding company andits principalinvestments
areitsdirect 50% shareholding in Reed Elsevier Group plcand its
direct 61% shareholdingin Elsevier Reed Finance BV, which are
engaged in publishing and information activities and financing
activities respectively. The remaining shareholdings in these two
companiesare held by Reed Elsevier PLC.

Reed Elsevier NVand Reed Elsevier PLC have retained their
separate legalidentities and are publicly held companies. Reed
Elsevier NV's securities are listed in Amsterdam and New York
and Reed Elsevier PLC's securities are listed in London and
New York.

Financial statement presentation

The consolidated financial statements of Reed Elsevier NVinclude
the 50% economic interest thatits shareholders (including Reed
Elsevier PLC, which has anindirect5.8% interestin the company)
have under the equalisation arrangements in the Reed Elsevier
combined businesses, accounted for on an equity basis.

Underthe terms of the merger agreement, dividends paid to Reed

Elsevier NVand Reed Elsevier PLC shareholders are, otherthanin
special circumstances, equalised at the gross levelinclusive of the
UK tax creditreceived by certain Reed Elsevier PLC shareholders.

Inadditionto thereported figures, adjusted profit figures are
presented as additional performance measures used by
management. These exclude, in relation to the results of joint
ventures, the company’s share of amortisation of acquired
intangible assets, acquisition related costs, disposal gains and
losses and other non operating items, related tax effects and
movements in deferred taxation assets and liabilities not expected
tocrystallise in the nearterm and include the benefit of tax
amortisation where available on acquired goodwill and

intangible assets.

Consolidated income statement

Reed Elsevier NV's shareholders’ 50% share of the adjusted profit
before tax of the Reed Elsevier combined businesses was €800m
(2010: €748m). Reported profit before tax, including the Reed
Elsevier NVshareholders’ share of amortisation, acquisition
related costs and disposals and non operating items, was €438m
(2010: €379m). The increase reflects the improved trading
performance, lower interest costs and no exceptional
restructuring costsin 2011.

At Elsevier, Science & Technology reported good growth in
research and databases. Health Sciences underlying revenues
were flat, with double digit revenue growth in electronic revenue
acrossall segments offset by declinesin print book sales to
individuals and in pharma promotion. LexisNexis Risk Solutions
achieved good growth ininsurance data & analytics and business
services, although screening revenues slowed in the second half
reflecting US hiring trends, and federal government markets
remained under pressure. LexisNexis Legal & Professional
revenues returned to slight underlying growth in both the US and
internationally, with growth in research and litigation tools and
in practice management, and moderating declinesin news and
businessto corporate customersandin electronic listings.

Reed Exhibitions saw good growth across all geographies,
excluding biennial cycling. Reed Business Information returned
tounderlying revenue growth, with strong growth in data services
mostly offset by continued weakness in printadvertising. The
overall adjusted operating margin was 1.4 percentage points
higher despite additional spending on new product development
and sales & marketing, reflecting the sale and closure of low
returning assets and continued focus on process efficiency and
procurement savings, and the benefit of prioryear restructuring
and currency effects.

Reed Elsevier NV's shareholders’ share of the adjusted profit
attributable of the combined businesses was €610m (2010:
€575m). After deducting the company’s share of the post tax
charge foramortisation of acquired intangible assets, acquisition
related costs, disposal gains and losses and other non operating
items and deferred taxes not expected to crystallise in the near
term, the reported net profit for the year was €437m (2010: €376m).

Adjusted earnings per share increased 6% to€0.83 (2010: €0.78).
At constant rates of exchange, the adjusted earnings per share
were 6% higher. Including amortisation of acquired intangible
assets, acquisition related costs, disposal gains and losses and
other non operatingitems, and tax adjustments, the basic
earnings per share were €0.59 (2010: €0.51).
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Consolidated statement of financial position

The consolidated statement of financial position of Reed Elsevier
NVreflectsits 50% economicinterestin the netassets of Reed
Elsevierwhich asat31 December 2011 was€1,303m (2010:
€1,137m). The €166mincrease in net assets reflects the
company’s sharein the attributable profits of Reed Elsevier
partially offset by dividends paid.

Parent company financial statements

Inaccordance with article 2:362(1) of the Dutch Civil Code, the
individual parent company financial statements of Reed Elsevier
NV (presented on pages 179 to 183) are prepared under UK
generally accepted accounting practice (UK GAAP) The profit
attributable to the shareholders of Reed Elsevier NVwas €17m
(2010: €1,102m) and net assets as at 31 December 2011, principally
representing the investmentsin Reed Elsevier Group plcand
Elsevier Reed Finance BV underthe historical cost method and
loans to their subsidiaries, were €4,630m (2010: €4,884m). Free
reservesasat31December 2011 were €4,385m (2010: €4,655m),
comprising reserves and paid-in surplus less shares held in
treasury.

Dividends

The Combined Board is recommending an equalised final dividend
of €0.326 perordinary share, up 8% compared with the prior year.
This gives total ordinary dividends for the year of €0.436 (2010:
€0.412), up 6% on 2010. The final dividend will be paid on

21 May 2012.

Dividend cover, based on adjusted earnings per share and the
totalinterim and proposed final dividends for the year, is 1.9 times.
The Boards of the company and Reed Elsevier PLC have adopted
dividend policiesinrecentyearsinrespect of their equalised
dividends that, subject to currency considerations, grow dividends
broadlyin line with adjusted earnings per share whilst maintaining
dividend cover (being the number of times the annual dividend is
covered by the adjusted earnings per share) of at least two times
overthe longerterm.

The total dividend paid on the ordinary shares in the financial year
was €289m (2010: €281m).

Share capital
During 2011, 200,738 ordinary sharesin the company were issued
as follows:

104,250 under convertible debentures at prices between
€7.354and €9.512

96,488 under executive share option schemes at prices
between €7.301 and €9.415

Information regarding shares outstandingat 31 December 2011 is
shownin note 13 to the consolidated financial statements.

As at31 December 2011 31,333,697 of the ordinary shares were
held intreasuryincluding 7,380,906 held by the Reed Elsevier
Group plc Employee Benefit Trust. No R shares were held
intreasury.

Asat 15 February 2012, based on the public database of and on
notification received from the Netherlands Authority for the
Financial Markets, the company is aware of interests in the capital
andvoting rights of the issued share capital of the company of at
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least 5% by Reed Elsevier PLC and Mondrian Investment
Partners Limited.

Corporate Governance

Reed Elsevier NVand Reed Elsevier PLC are subject tovarious
corporate governance principles and best practice codes, in
particular the Dutch Corporate Governance Code (the Dutch Code)
andthe UK Corporate Governance Code issued in May 2010 (the
UK Code). Reed Elsevier NV may not apply fully the verbatim
language of these codes, but does fully apply the principles and
best practice provisions other than, inrespect of the Dutch Code,
the following for reasons explained below:

Best practice provision|l.2.5: Executive directors are required
to build upa minimum shareholding and Reed Elsevier uses
long termincentive arrangements in the form of awards of
shares which mayvest after three years. The intent of this
shareholding policyistoaligntheinterests of senior executives
and shareholders. Thisintentisin compliance with the Dutch
Code. Sharesreceived onjoining Reed Elsevierin
compensation for benefits forfeited underincentive schemes
from a previous employer are not to be considered as part of
the minimum shareholding in this context.

Best practice provision|l.2.8: Reed Elsevier has
arrangements thatare commensurate with localand legal
requirements to ensure a competitive employment offer to

its board members. Executive directors have employment
agreements under English law that provide for notice periods
not exceedingoneyear. There are currently no executive
directors with employment agreements under Dutch law. In
the event of dismissal, notice is given inaccordance with the
agreed notice period. The payment during the notice period
may be mitigated if the director finds other employment within
this period. The application of this arrangement may fall within
the best practice provision that remunerationin the event of
dismissal may not exceed the fixed component of oneyear’s
salary. There are no other severance arrangementsin place
for the executive directors and none of the employment
agreements contain severance pay arrangements. Although
the principle that severance pay should not exceed the fixed
component of oneyear’s salaryis supported, there may be
exceptional circumstances where this maximum would be
manifestly unreasonable that could justify additional
compensation ontermination for loss of variable remuneration
components. Full disclosure on remuneration in event of
dismissalis providedin the Directors’ Remuneration Report.

Best practice provisions11.2.13and I1.2.14: In view of their
detailed specificityand complexity and because of the
confidential or potentially commercially sensitive nature of the
information concerned, individual performance targets and
achievementsrelevant forvariable executive remuneration
willonly be disclosed in generalterms.

Best practice provisionll.3.4and l11.6.3: The disclosure of
transactions where directors have a conflict of interest, as
required by these provisions, shall be qualified to the extent
required under applicable rules and laws pertaining to the
disclosure of price sensitive information, confidentiality and
justified aspects of competition.
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Principle lll.7: The remuneration of Supervisory Board
members is determined by the Combined Board in the context
of the board harmonisation with Reed Elsevier PLC and Reed
Elsevier Group plc, having regard for the maximum perannum
approved by the general meeting of shareholders.

Best practice provisionIV.1.1: Appointments, suspensions and
removal procedures for members of the Executive Board and
the Supervisory Board are set outin the Corporate Governance
Statement 2011. In order to safeguard the agreed board
harmonisation with the Board of Reed Elsevier PLC, the
Articles of Association of Reed Elsevier NV provide thata
resolution of the General Shareholders’ Meeting to appointa
member of the Executive or Supervisory Board other thanin
accordance with the proposal of the Combined Board shall
require a majority of at least two thirds of the votes cast if less
than one half of the company’sissued capital is represented at
the meeting. Given the stillgenerally low attendance rate at
shareholders’ meetings in the Netherlands, the Boards believe
that this qualified majority requirementis appropriate for this
purpose.

Best practice provisionV.3.1: It is considered impractical and
unnecessary to provide access for shareholders to all
meetings with analysts and all presentations to investorsin
realtime. Price sensitive and otherinformation relevant to
shareholdersisdisclosed asrequired orasappropriate and
made available on the website. Presentations made following
theannouncement of the interim and full year results are
simultaneously webcast. Investor seminars are also webcast.

For furtherinformation on the application of the Dutch Code, see
the Corporate Governance Statement of Reed Elsevier NV
published on the Reed Elsevier website, www.reedelsevier.com.

Significant agreements - change of control

The governing agreement between Reed Elsevier NVand Reed
Elsevier PLC states that upon a change of control of Reed Elsevier
NV (for these purposes, the acquisition by a third party of 50% or
more of the issued share capital having voting rights), should there
not be acomparable offer from the offeror for Reed Elsevier PLC,
Reed Elsevier PLC may serve notice upon Reed Elsevier NV
varying certain provisions of the governing agreement, including
the governance and the standstill provisions.

There areanumberof borrowing agreementsincluding credit
facilities thatin the event of a change of control of both Reed
Elsevier NVand Reed Elsevier PLC and, in some cases, a
consequential credit rating downgrade to sub-investment grade
may, at the option of the lenders, require repayment and/or
cancellation as appropriate.

Directors
The following individuals served as members of the Supervisory
and Executive Boards during the year:

The Executive Board
E Engstrom (Chairman and
Chief Executive Officer)
M Armour
(Chief Financial Officer)

The Supervisory Board
AHabgood (Chairman)
M Elliott
AHennah
(appointed 20 April 2011)
L Hook
Mvan Lier Lels
R Polet
Sir David Reid
Lord Sharman of Redlynch OBE
(retired 20 April 2011)
BvanderVeer

Atthe Annual General Meeting held in April 2011, Adrian Hennah
was appointed as a member of the Supervisory Board and Lord
Sharman retired asa member of the Supervisory Board.

Allmembers of the Executive Board and the Supervisory Board
will stand for re-appointment at the Annual General Meeting in
April 2012, including Mark Elliott and Sir David Reid, who will at
thattime have served onthe Supervisory Board for nine years.
Asearchisbeing conductedin conjunction with external
consultants for two suitable candidates to join the Supervisory
Board. This hasresulted in the Nominations Committee
recommending to the Combined Board the appointment of David
Brennanas member of the Supervisory Board of Reed Elsevier NV
and asanon-executive director of Reed Elsevier PLC with effect
from 1 November 2012. This will be proposed at the Annual
General Meetingsin April2012. In orderto allow foran orderly
transition to new members of the Supervisory Board, it will be
proposed at the Annual General Meeting to reappoint Mark Elliot
and Sir David Reid for one additional year.

Biographical details of the directors at the date of this reportare
given on pages 52 and 53. Details of the remuneration of the
members of the Executive Board and of the Supervisory Board and
theirinterestsin the share capital of the company are provided in
the Directors’ Remuneration Report on pages 63to 79.

Financial statements and accounting records

The financial statements provide a true and fair view of the state of
affairs of the company and the group as of 31 December 2011 and
of the profitorlossin 2011. In preparing the financial statements,
the Supervisory Board and the Executive Board ensure that
suitable accounting policies, consistently applied and supported
by reasonable judgements and estimates, have been used and
applicable accounting standards have been followed. The Boards
areresponsible for keeping properaccounting records, which
disclose with reasonable accuracy atany time the financial
position of the company and enable them to ensure that the
financial statements comply with the law. The Boards have
generalresponsibility for taking reasonable steps to safeguard
the assets of the company and to preventand detect fraud and
otherirregularities.
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Internal control

Asrequired undersectionsIl.1.4.and I1.1.5. of the Dutch Code, the
Audit Committee and the Combined Board have reviewed the
effectiveness of the systems of internal controland risk
management during the last financialyear. The objective of these
systems isto manage, rather than eliminate, the risk of failure to
achieve business objectives. Accordingly, they can only provide
reasonable, but not absolute, assurance against material
misstatement or loss. The outcome of this review has been
discussed with the externalauditors. The Combined Board
confirmed thatas regards financial reporting, the risk
management and control systems provide reasonable assurance
against materialinaccuracies or loss and have functioned
properly during the financial year.

Directors’ responsibility statement
The Combined Board confirms, to the best of its knowledge, that:

the consolidated financial statements, prepared in accordance
with International Financial Reporting Standards as issued by
the International Accounting Standards Board and as adopted
by the European Union, give a true and fair view of the financial
position and profit or loss of the group; and

the Report of the Supervisory Board and the Executive Board
includes a fairreview of the development and performance of
the business during the financial year and the position of the
group as at 31 December 2011 together with a description of the
principalrisks and uncertainties that it faces.

Neither the company nor the directors accept any liability to any
personinrelationtothe Annual Report except to the extent that
such liability arises under Dutch law.

Disclosure of information to auditors

As part of the process of approving the company’s 2011 financial
statements, the Supervisoryand the Executive Boards and their
members have taken steps to ensure that all relevant information
was provided to the company’s auditors and, so far as the Boards
areaware, thereis norelevantauditinformation of which the
company’s auditors are unaware.

Going concern

The Combined Board, having made appropriate enquiries,
considers thatadequate resources exist for the combined
businesses to continue in operational existence for the
foreseeable future and that, therefore, itis appropriate to adopt
the going concern basis in preparing the 2011 financial
statements. Inreaching this conclusion, the Combined Board has
had due regard to the combined businesses’ financial position as
at31 December 2011, the strong free cash flow of the combined
businesses, Reed Elsevier’'s ability to access capital markets and
the principalrisks facing Reed Elsevier.

165

Acommentaryon the Reed Elsevier combined businesses’

cash flows, financial position and liquidity for the year ended

31 December2011is setoutinthe Chief Financial Officer’s Report
onpages 42to44. This shows that, after taking account of
available cashresources and committed bank facilities that back
up shortterm borrowings, none of Reed Elsevier’s borrowings fall
due withinthe nexttwo years. Reed Elsevier’s policies on liquidity,
capital managementand management of risks relating to interest
rate, foreign exchange and credit exposures are set out on pages
46 and 47. Furtherinformation on liquidity of the combined
businesses canbe foundin note 18 of the combined financial
statements. The principalrisks facing Reed Elsevierare setouton
pages 48to50.

Auditors

Resolutions for the re-appointment of Deloitte Accountants BV as
auditors of the company and authorising the Supervisory Board to
determine their remuneration will be submitted to the
forthcoming Annual General Meeting on 24 April 2012.

Signed by:
The Supervisory Board
AHabgood (Chairman)

The Executive Board
E Engstrom (Chairmanand

M Elliott Chief Executive Officer)
AHennah M Armour

L Hook (Chief Financial Officer)
Mvan Lier Lels

R Polet

Sir David Reid

BvanderVeer

Registered office
Radarweg 29
1043 NXThe Netherlands

Chamber of Commerce Amsterdam
Register file No: 33155037
15 February 2012
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Consolidated income statement

2011 2010
Note €m €m
Administrative expenses 2 (2) (2)
Share of results of joint ventures " 420 367
Operating profit S BEAT: 365
Financeincome 5 20 14
Profit before tax - 438 379
Taxation 6 (1 (3)
Profitattributable to ordinary shareholders 437 376
Consolidated statement of comprehensive income
2011 2010
€m €m
Profitattributable to ordinary shareholders 437 376
Share of joint ventures’ other comprehensive income for the year 20 71
Totalcomprehensiveincomef‘b‘r‘t‘h‘é'y‘é'é‘fm o 457 447
Earnings per ordinary share
2011 2010
Note € €
Basic earnings per share 8 0.59 0.51
Diluted earnings per share 8 0.59 0.51
Consolidated statement of cash flows
2011 2010
Note €m €m
Cashflows from operating activities
Cashused by operations 10 (3) (1)
Interestreceived 20 14
Tax paid (5) (4)
Netcash fromoperating activites 12 9
Cashflows frominvesting activities
Dividends received from joint ventures 1 - 1,093
Increaseininvestmentinjointventures " - (719)
Net cashfrominvesting activites - 374
Cash flows from financing activities
Equity dividends paid 7 (289) (281)
Proceeds onissue of ordinary shares 2 2
Decrease/lincrease) in net funding balances due from joint ventures 10 275 (104)
Net cashusedinfinancing activites T 12) (383)

Movementin cashand cash equwalents o
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Consolidated statement of financial position
i
2011 2010
Note €m €m
Non-currentassets
Investmentsinjointventures " 1,359 1,198
Currentassets
Amountsdue fromjoint ventures 2 2
Cash and cash equivalents 3 3
5 5
Totalassets 1,364 1,203 g
Z
Current liabilities §
Payables 12 10 1 S
Taxation 51 55 =
Total liabilities 61 66
Netassets 1,303 1,137
Capitalandreserves
Share capitalissued 13 54 54
Paid-in surplus 2,171 2,169
Shares heldin treasury (including in joint ventures) (432) (433)
Translation reserve 6 (51)
Otherreserves 14 (496) (602) I
Total equity 1,303 1137 2
2
Consolidated statement of changes in equity
Share Paid-in Sharesheld Translation Other Total
capital surplus intreasury reserves reserves equity
Note €m €m €m €m €m €m
Balance at 1 January 2010 53 2,168 (434) (153) (664) 970
Total comprehensive income for the year - - - 98 349 44T °
Equity dividends paid 7 - - - - (281) (281) 2
Issue of ordinary shares, net of expenses 1 1 - - - 2 3
Share of joint ventures’ settlement of share awards by 5
employee benefit trust - - 5 - (5) -
Share of jointventures’ decrease in share based
remuneration reserve - - - - (4) (4)
Equalisation adjustments - - - - 3 3
Exchange translation differences - - (4) 4 - -
Balanceat 1 January 2011 54 2,169 (433) (51) (602) 1,137
Total comprehensive income for the year - - - 54 403 457
Equity dividends paid 7 - - - - (289) (289)
Issue of ordinary shares, net of expenses - 2 - - - 2
Share of jointventures’ settlement of share awards by
employee benefit trust - - 4 - (4) - =
Share of jointventures’increase in share based §
remuneration reserve - - - - 16 16 %
Share of joint ventures” acquisition of non-controlling 8
interest - - - - (25) (25) §
Equalisation adjustments - - - - 5 5 3
Exchange translation differences - - (3) 3 - - 3
Balance at 31 December 2011 54 2,171 (432) 6 (496) 1,303 2
[}
S
o
s
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Group accounting policies

These consolidated financial statements, which have been
prepared under the historic cost convention, report the
consolidated statements of income, cash flow and financial
position of Reed Elsevier NV. Unless otherwise indicated, all
amounts shown in the financial statements are in millions
of euros.

Asrequired byaregulation adopted by the European Parliament,
the consolidated financial statements have been preparedin
accordance with International Financial Reporting Standards
(IFRS) as endorsed by the European Union and as issued by the
International Accounting Standards Board (IASB).

The consolidated financial statements are prepared on a going
concern basis, as explained on page 165.

The Reed Elsevier combined financial statements presentedin
pounds sterling on pages 84to 122 form anintegral part of the
notes to Reed Elsevier NV's statutory financial statements. The
primary combined financial statements and selected notes are
presentedin euros on pages 123to 136.

Asaconsequence of the merger of the company’s businesses
with those of Reed Elsevier PLC, described on page 55, the
shareholders of Reed Elsevier NVand Reed Elsevier PLC can be
regarded as having the interests of a single economic group,
enjoying substantially equivalent ordinary dividend and capital
rightsinthe earnings and netassets of the Reed Elsevier
combined businesses.

The Reed Elsevier NV consolidated financial statements are
presented incorporating Reed Elsevier NV'sinvestmentsin the
Reed Elsevier combined businesses accounted for using the
equity method, as adjusted for the effects of the equalisation
arrangement between Reed Elsevier NVand Reed Elsevier PLC.
The arrangement lays down the distribution of dividends and net
assetsinsuch awaythat Reed Elsevier NV's share in the profit
and netassets of the Reed Elsevier combined businesses equals
50%, with all settlements accruing to shareholders from the
equalisation arrangements taken directly to reserves.

Because the dividend paid to shareholders by Reed Elsevier NVis
equivalent to the Reed Elsevier PLC dividend plus, otherthanin
special circumstances, the UK tax credit received by certain Reed
Elsevier PLC shareholders, Reed Elsevier NV normally distributes
ahigher proportion of the combined profit attributable than Reed
Elsevier PLC. Reed Elsevier PLC’s share in this differencein
dividend distributions is settled with Reed Elsevier NVand is
credited directly to consolidated reserves under equalisation.
Reed Elsevier NV can payanominaldividend onits R shares

held by a subsidiary of Reed Elsevier PLC thatis lower than the
dividend on the ordinary shares. Equally, Reed Elsevier NV has
the possibility to receive dividends directly from Dutch affiliates.
Reed Elsevier PLC is compensated by directdividend payments
by Reed Elsevier Group plc. The settlements flowing from these
arrangements are also taken directly to consolidated reserves
under equalisation.

Combined financial statements
The accounting policies adopted in the preparation of the
combined financial statements are set out on pages 88to 93.

Theseinclude policiesin relation tointangible assets. Such assets
areamortised over their estimated useful economic lives which,
due to their longevity, may be for periods in excess of five years.

Basis of valuation of assets and liabilities

Reed Elsevier NV's 50% economic interestin the net assets of
the combined businesses has been shown on the consolidated
statement of financial position as investments in joint ventures,
netofthe assetsand liabilities reported as part of Reed Elsevier
NV. Jointventures are accounted for using the equity method.

Cash and cash equivalents are stated at fair value. Other assets
and liabilities are stated at historical cost, less provision, if
appropriate, foranyimpairmentinvalue.

Foreign exchange translation

Transactionsinforeign currenciesare recorded at the rate of
exchange prevailing on the date of the transaction. At each
statement of financial position date, monetary assets and
liabilities that are denominated in foreign currencies are
retranslated at the rate prevailing on the statement of financial
position date. Exchange differences arising are recordedin
theincome statement. The gains or losses relating to the
retranslation of Reed Elsevier NV's 50% interestin the net
assets of the combined businesses are classified as equity and
transferredto the translation reserve.

When foreign operations are disposed of, the related cumulative
translation differences are recognised within theincome
statementin the period.

Taxation

Thetaxexpense represents the sum of the tax payable on the
currentyear taxable profits, adjustmentsin respect of prioryear
taxable profits and the movements on deferred tax thatare
recognised inthe income statement. Tax arising in jointventures
isincludedinthe share of results of joint ventures.

The tax payable on currentyear taxable profitsis calculated using
the applicable tax rate that has been enacted, or substantively
enacted, by the date of statement of financial position.

Deferredtaxis the tax arising on differences between the carrying
amounts of assets and liabilities in the financial statements and
their corresponding tax bases used in the computation of taxable
profit,and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised forall
taxable temporary differences and deferred tax assetsare
recognised to the extent that, based on current forecasts, itis
probable that taxable profits will be available against which
deductible temporary differences can be utilised.
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Deferredtaxis calculated using tax rates that have been
substantively enacted at the date of the statement of financial
position. Full provisionis made for deferred tax which would
become payable on the distribution of retained profits from
foreign subsidiaries, associates orjoint ventures.

Movements in deferred tax are charged and credited inthe income
statement, except when they relate toitems charged or credited
directly to equity, inwhich case the deferred taxisalso recognised
in equity.

Critical judgements and key sources of estimation uncertainty
Criticaljudgementsin the preparation of the combined financial
statementsare set out on pages 91to0 93.

Standards, amendments and interpretations notyet effective
Recentlyissued standards, amendments and interpretations and
theirimpact on future accounting policies and reporting have been
considered on page 93 of the combined financial statements.
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Notes to the consolidated financial statements
for the year ended 31 December 2011

The consolidated financial statements of Reed Elsevier NV reflect the 50% economic interest thatits shareholders have under the
equalisationarrangementsinthe Reed Elsevier combined businesses, accounted for on an equity basis.

The Reed Elsevier combined financial statements are presented in pounds sterling, which is the functional currency of Reed Elsevier
Group plc, a UKregistered company which owns the publishing and information businesses of Reed Elsevier. The following analysis
presents how the consolidated financial statements of Reed Elsevier NV, presented in euros, are derived from the Reed Elsevier
combined financial statements.

2011 2010
Reed Elsevier combined businesses net profit attributable to parent company shareholders
in pounds sterling £760m £642m
Reed Elsevier combined businesses net profit attributable to parent company shareholders
inpounds sterling translated into euros at average exchange rates €874m €75Tm
Reed Elsevier combined businesses net profit attributable to parent company shareholdersin euros €874m €751Tm
Reed Elsevier NV's 50% share of combined net profit attributable to ordinary shareholders €437m €376m
2011 2010
Reed Elsevier combined shareholders’ equity in pounds sterling £2,172m £1,943m
Reed Elsevier combined shareholders’ equity in pounds sterling translated into euros
atyear end exchange rates €2,60bm €2,273m
Reed Elsevier NV's 50% share of combined equity €1,303m €1,137m

Administrative expenses are stated after the gross remuneration for present and formerdirectors of Reed Elsevier NVinrespect of
servicesrendered to Reed Elsevier NVand the combined businesses. Fees for members of the Supervisory Board of Reed Elsevier NV of
€0.3m (2010: €0.3m) areincluded in gross remuneration. Insofar as gross remuneration is related to services rendered to Reed Elsevier
Group plc group and Elsevier Reed Finance BV group, itis borne by these groups. Reed Elsevier NV has no employees (2010: nil).

Audit fees payable by Reed Elsevier NVwere €50,000 (2010: €48,000). Further information on the audit and non audit fees paid by the
Reed Elsevier combined businesses to Deloitte Accountants B.V. and its associates is set out in note 3 to the combined financial
statements.
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Alltransactionswith jointventures, which are related parties of Reed Elsevier NV, are reflected in these financial statements. Key
management personnelare alsorelated parties and comprise the members of the Executive Board of Reed Elsevier NV. Transactions
with key management personnelare set outin note 30 to the combined financial statements.

2011 2010
€m €m
Financeincome fromjoint ventures 20 14

Areconciliation of the notionaltax charge based on the applicable rate of tax to the actual total tax expense is set out below.

2011 2010
€m €m
Profit before tax 438 379
Taxatapplicablerate: 25.0% (2010:25.5%) 110 97
Tax atapplicable rate on share of results of joint ventures (105) (94)
Other (4) -
Taxexpense 1 3
2011 2010 2011 2010
€ € €m em

Ordinary shares
Finalfor priorfinancialyear €0.303 €0.293 212 205
Interim for financialyear €0.110 €0.109 77 76
Total €0.413  €0402 289 281

R shares - - - -

The directors of Reed Elsevier NV have proposed a final dividend of €0.326 (2010: €0.303). The cost of funding the proposed final dividend
is expected tobe €228m. No liability has been recognised at the statement of financial position date.

2011 2010
€ €

Ordinary shares
Interim (paid) €0.110 €0.109
Final (proposed) €0.326 €0.303
Total €0.436 €0.412

R shares - -
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Notes to the consolidated financial statements

for the year ended 31 December 2011

2011 2010

Weighted Weighted

average average

number of number of
shares Earnings EPS shares Earnings EPS
(millions) €m € (millions) €m €
Basic earnings pershare 735.3 437 0.59 734.5 376 0.51
Diluted earnings per share 740.8 437 0.59 737.8 376 0.51

The diluted EPS figures are calculated after taking account of the effect of potential additional ordinary shares arising from share

options and conditional shares.

The weighted average number of shares reflects the equivalent ordinary shares amount taking into account the R shares and is after
deducting shares held in treasury. Movements in the number of sharesinissue net of treasury shares for the year ended 31 December

2011 are shown below.

Yearended 31 December

20M 2010
Sharesin Sharesin

issuenetof issuenetof

Sharesin Treasury treasury treasury

issue shares shares shares

(millions)  (millions)  (millions) (millions)

Atstartof year 723.9 (31.7) 692.2 691.5
Issue of ordinary shares 0.2 - 0.2 0.2
Net release of shares by employee benefit trust - 0.4 0.4 0.5
Atendofyea 724.1 (31.3) 692.8 692.2
Weighted average number of equivalent ordinary shares during theyear 735.3 734.5

The average number of equivalent ordinary shares takes into account the R sharesin the company held by a subsidiary of

Reed Elsevier PLC, which representsa 5.8% interestin the company’s share capital.
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ordinaryshares ordinaryshares
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Notes to the consolidated financial statements

for the year ended 31 December 2011

2011 2010

€m €m

Share of results of joint ventures 420 367
Share of joint ventures’ other comprehensive income 20 71
Share of joint ventures’ increase/(decrease) in share based remuneration reserve 16 (4)
Share of joint ventures” acquisition of non-controlling interests (25) -
Equalisation adjustments 5 3
Dividends received from joint ventures - (1,093)
Increase ininvestmentin joint ventures - 719
(Increase)/decreasein net funding balances due from joint ventures (275) 104
Net movementintheyear 161 167
Atstartofyear 1,198 1,031
Atendofyear 1,359 1,198

Summarised information showing total amounts in respect of joint ventures and Reed Elsevier NV shareholders’ 50% share is set

out below:
Reed Elsevier NV
Totaljointventures shareholders’ share
2011 2010 201 2010
€m €m €m €m
Revenue 6,902 7,084 3,451 3,542
Net profitfortheyear 882 758 420 367

Reed Elsevier NV's share of joint ventures’ net profit attributable to parent company shareholders for the year excludes the net profit

thatarose directlyin Reed Elsevier NV of €17m (2010: €9m).

Totaljointventures

Reed Elsevier NV
shareholders’share

201 2010 201 2010
€m €m €m €m

Total assets 13,804 13,055 6,897 6,523
Total liabilities (11,168)  (10,750)  (6,622)  (6,684)
Netassets/(liabilites) 2,636 2305 275 (161)
Attributable to:
Jointventures 2,606 2,273 275 (161)
Non-controlling interests 30 32 - -

"""""""""""""""""""""""""""" 2,636 2305 275 (161)
Netfunding balancesdue fromjointventures 1,084 1,359
Total 1,359 1,198

The above amounts exclude assets and liabilities held directly by Reed Elsevier NV and include the counterparty balances of amounts
owed to and by other Reed Elsevier businesses. Included within Reed Elsevier NV's share of assets and liabilities are cash and cash
equivalents of €433m (2010: €431m) and borrowings of €2,561m (2010: €2,508m) respectively.
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Included within payables are employee convertible debenture loans of €8m (2010: €9m] with a weighted average interest rate of 3.13%
(2010:3.30%). Depending on the conversion terms, the surrender of €200 par value debenture loans qualifies for 50 Reed Elsevier NV

ordinary shares.

No.of shares €m

Ordinary shares of €0.07 each 1,800,000,000 126
R shares of €0.70 each 26,000,000 18
Total 144

Ordinary Ordinary

Rshares shares Rshares shares Total

Number Number €m €m €m

At 1 January 2010 4,303,179 723,692,901 3 50 53
Issue of ordinary shares - 184,116 - 1 1
“A'tHT JanuaryZOH ...................................................... 4303179 B 72387701 ; B ; B e 54
Issue of ordinary shares - 200,738 - - -
At31December201 4303179  7240777%5 3 51 ! 54

Theissue of shares relates to the exercise of share options. Details of share option and conditional share schemes are set outin note 6

tothe Reed Elsevier combined financial statements.

At31December 2011 4,303,179 Rshares were held by a subsidiary of Reed Elsevier PLC. The Rshares are convertible at the election
ofthe holdersintoten ordinary shares eachand each R share carries an entitlement to cast ten votes. They have otherwise the same
rights as the ordinary shares, except that Reed Elsevier NV may pay a lower dividend on the R shares.

Details of shares held intreasuryare provided in note 28 to the Reed Elsevier combined financial statements.
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Notes to the consolidated financial statements
for the year ended 31 December 2011

20M1 2010
€m €m
Atstart of year (602) (664)
Profitattributable to ordinary shareholders 437 376
Share of joint ventures”:
Actuarial losses on defined benefit pension schemes (65) (37)
Fairvalue movements on available for sale investments (1) -
Fairvalue movements on cash flow hedges (14) (34)
Taxrecognised directly in equity 24 17
Increase/(decrease) in share based remuneration reserve 16 (4)
Acquisition of non-controlling interests (25) -
Settlement of share awards by employee benefit trust (4) (5)
Transferto net profit from hedge reserve 22 27
Equalisation adjustments 5 3
Equity dividends paid (289) (281)
Atend of year (496) (602)
There are contingent liabilities in respect of borrowings of joint ventures guaranteed by Reed Elsevier NV as follows:
2011 2010
€m €m
Guaranteedjointly and severally with Reed Elsevier PLC 4,704 4,591

Financialinstruments disclosuresin respect of the borrowings covered by the above guarantees are given in note 18 to the Reed Elsevier

combined financial statements.
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% holding
Reed Elsevier Group plc
Incorporated and operating in Great Britain 18,385 ordinary R shares 100%
1-3 Strand 18,385 ordinary E shares -
London WC2N 5JR 100,000 7.5% cumulative preference nonvoting shares 100%
Holding company for operating businessesinvolved in
science & medical, risk management, legaland business
publishing and organisation of trade exhibitions Equivalenttoa 50% equity interest
Elsevier Reed Finance BV
Incorporated inthe Netherlands 133 ordinary Rshares 100%
Radarweg 29 205ordinary E shares -
1043 NX Amsterdam, the Netherlands
Holding company for financing businesses Equivalenttoa 61% equity interest

The Rsharesin Reed Elsevier Group plc and Elsevier Reed Finance BV and the non-voting preference shares in Reed Elsevier Group plc
are owned by Reed Elsevier PLC.

In addition, Reed Elsevier NV holds shares with special dividend rights in Reed Elsevier Overseas BV, a subsidiary of Reed Elsevier
Group plcwithregistered offices in Amsterdam. These shares are included in the amount shown under investments in joint ventures
and enable Reed Elsevier NVto receive dividends from companies within the same tax jurisdiction.

Alist of companies within Reed Elsevieris filed with the Amsterdam Chamber of Commerce in the Netherlands.

The consolidated financial statements were signed and authorised forissue by the Combined Board of directors on 15 February 2012.

AJHabgood MHArmour
Chairman of the Supervisory Board Chief Financial Officer
and the Combined Board
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Independent auditor’s report on the consolidated
financial statements to the shareholders of Reed Elsevier NV

Reportonthe consolidated financial statements

We have audited the accompanying consolidated financial
statements 2011 which are part of the financial statements of
Reed Elsevier NV, Amsterdam, which comprise the consolidated
statement of financial positionas at 31 December 2011, the
consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of cash
flows, and the consolidated statement of changes in equity for
theyearthen ended and the notes, comprising a summary of the
accounting policies and other explanatory information, as set
outinpages 166to 177.

Management’s responsibility

Managementisresponsible for the preparation and fair
presentation of the consolidated financial statementsin
accordance with International Financial Reporting Standards as
adopted by the European Union and with Part 9 of Book 2 of the
Dutch Civil Code, and for the preparation of the report of the
Supervisory Board and the Executive Boardin accordance

with Part 9 of Book 2 of the Dutch Civil Code. Furthermore,
managementisresponsible for such internal controlasiit
determines necessary to enable the preparation of financial
statementsthat are free from material misstatement, whether
duetofraudorerror.

Auditor’s responsibility

Ourresponsibilityis to express an opinion on the consolidated
financial statements based on our audit. We conducted our audit
inaccordance with Dutch law, including the Dutch Standards on
Auditing. This requires that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance

aboutwhetherthe consolidated financial statements are free from

material misstatement.

Anauditinvolves performing procedures to obtain audit evidence
aboutthe amounts and disclosuresin the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
duetofraudorerror.

In making those risk assessments, the auditor considers internal
controlrelevantto the entity’s preparation and fair presentation
of the consolidated financial statements in order to design audit
procedures thatare appropriate in the circumstances, but not
forthe purpose of expressing an opinion on the effectiveness of
the entity’sinternal control. An audit also includes evaluating

the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management,
aswellas evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinionwith respect to the consolidated financial statements
Inour opinion, the consolidated financial statements give a true
and fairview of the financial position of Reed Elsevier NV as at

31 December 2011, and of its results and its cash flows for the year
thenendedinaccordance with International Financial Reporting
Standards as adopted by the European Union and with Part 9 of
Book 2 of the Dutch Civil Code.

Reportonotherlegal and regulatory requirements
Pursuantto the legalrequirementunder 2:393 sub5ate andf of
the Dutch Civil Code, we have no deficiencies to reportasaresult
of our examination whether the report of the Supervisory Board
and the Executive Board, to the extent we can assess, has been
preparedinaccordance with Part 9 of Book 2 of this Code, and
whether the information as required under section 2:392sub 1
atb-h hasbeenannexed. Furtherwe reportthatthe reportofthe
Supervisory Board and the Executive Board, to the extentwe can
assess, is consistent with the consolidated financial statements
asrequired by 2:391 sub 4 of the Dutch Civil Code.

Deloitte Accountants B.V.
ASandler

Amsterdam

The Netherlands

15 February 2012
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Parent company profit and loss account
2
2011 2010
€m €m
Administrative expenses (2) (2)
Dividends received from joint ventures - 1,093
Financeincome from jointventures 20 14
Taxation 1] (3]
Profit attributable to ordinary shareholders 17 1,102
Z
Parent company balance sheet
2
2011 2010
Note €m €m
Fixed assets
Investmentsinjointventures 3,602 3,597
Currentassets
Amountsdue fromjointventures - funding 1,084 1,359
Amounts due from joint ventures - other 2 2
1,086 1,361
Cash 3 3 s
1,089 1,364 g
Creditors: amounts falling due within one year 3
Taxation (51) (55) §
Other creditors 1 (10) (22)
(61) (77)
Netcurrentassets 1,028 1,287
Netassets 4,630 4,884
Capitalandreserves
Share capitalissued 54 54
Paid-in surplus 2,171 2,169
Shares heldintreasury (336) (336) 5
Otherreserves 191 175 2
Reserves 2,550 2,822 é
Shareholders’ funds 4,630 4,884 5

The parent company financial statements were signed and authorised forissue by the Combined Board of directors on 15 February 2012.

A JHabgood MHArmour
Chairman of the Supervisory Board Chief Financial Officer
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Parent company reconciliation of shareholders’ funds

Share Shares
capital Paid-in heldin Other
issued surplus(i) treasury reserves (i) Reserves (iii) Total
€m €m €m €m €m €m
At 1January 2010 53 2,168 (336) 179 2,001 4,065
Profitattributable to ordinary shareholders - - - - 1,102 1,102
Equity dividends paid - - - - (281) (281)
Issue of shares, net of expenses 1 1 - - - 2
Equity instruments granted to employees of combined businesses - - - (4) - (4)
At 1 January 2011 54 2,169 (336) 175 2,822 4,884
Profit attributable to ordinary shareholders - - - - 17 17
Equity dividends paid - - - - (289) (289)
Issue of shares, net of expenses - 2 - - - 2
Equity instruments granted to employees of combined businesses - - - 16 - 16
At31December 2011 54 2,17 (336) 191 2,550 4,630

(i) Within paid-in surplus, anamount of €1,994m (2010: €1,992m) is free of tax.

lii) Otherreservesrelate toequityinstruments granted to employees of the combined businesses under share based remuneration
arrangements. Other reserves do not form part of free reserves.

(iii) Freereserves of the company at31 December 2011 were €4,385m (2010: €4,655m), comprising reserves and paid-in surplus less
sharesheldintreasury.

Parent company accounting policies

Basis of preparation Principaljointventures are setoutin note 16 of the
The parent company financial statements have been prepared Reed Elsevier NV consolidated financial statements.
under the historical cost convention. As permitted by 2:362
subsection 1 of the Dutch Civil Code for companies with
international operations, the parent company financial statements
have been prepared inaccordance with UK Generally Accepted
Accounting Practice [UK GAAP) ensuring consistency. The
financialinformation relating to the companyisrecognisedin the
consolidated financial statements.

Shortterminvestments are stated at the lower of cost and
netrealisable value. Otherassets and liabilities are stated at
historical cost, less provision, if appropriate, for any impairment
invalue.

Shares heldintreasury

The amount of consideration paid, including directly attributable
The parent company financial statements are prepared onagoing  costs, for sharesrepurchasedis recognised as shares heldin
concern basis, as explained on page 165. treasuryand presented as a deduction from total equity.

The Reed Elsevier NVaccounting policies under UK GAAP are set

out below. Foreign exchange translation

Transactions entered intoin foreign currencies are recorded at

the exchange rates applicable at the time of the transaction.
Investments

Fixed assetinvestmentsinthe combined businesses are stated
atcost, less provision, if appropriate, foranyimpairmentin value.
The fairvalue of the award of share options and conditional
shares over Reed Elsevier NV ordinary shares to employees

of the Reed Elsevier combined businesses are treatedasa
capital contribution.

Taxation

Deferred taxationis provided in full for timing differences using
the liability method. Deferred tax assets are only recognised to
the extent that they are considered recoverable in the shortterm.
Deferred taxation balances are not discounted.
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Notes to the parent company financial statements

Other creditorsinclude €8m (2010: €9m) of employee convertible debenture loans with a weighted average interest rate of 3.13%
(2010:3.30%). Depending on the conversion terms, the surrender of €200 par value debenture loans qualifies for 50 Reed Elsevier NV
ordinary shares.

Areconciliation of the parent company profit attributable to ordinary shareholders prepared under UK GAAP and the consolidated profit
attributable to ordinary shareholders prepared under IFRS and presented under the equity method is provided below:

2011 2010

€m €m

Parent company profit attributable to ordinary shareholders 17 1,102
Share of results of joint ventures 420 367
Dividends received from joint ventures - (1,093)
Consolidated profit attributable to ordinary shareholders using the equity method 437 376

Areconciliation between the parent company shareholders’ funds prepared under UK GAAP and the consolidated shareholders’ funds
prepared under IFRS and presented under the equity method is provided below:

2011 2010

€m €m

Parentcompany shareholders’ funds 4,630 4,884
Cumulative share of results of joint ventures less cumulative dividends received from joint ventures (2,327) (2,747)
Cumulative currency translation adjustments (214) (271)
Cumulative equalisation and other adjustments 103 145
Share of treasury shares held by joint ventures’ employee benefit trust (96) (97)
Share of IFRS adjustmentsinjointventures (602) (602)
Equity instruments granted to employees of combined businesses (191) (175)
Consolidated shareholders’ funds using the equity method 1,303 1,137
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Additional information

Rshares

Reed Elsevier NV has two types of shares: ordinary shares of €0.07 nominalvalue and R shares of €0.70 nominalvalue. Each R shareis
convertible into 10 ordinary shares and is entitled to cast ten (10) votes. Otherwise it has the same rights as an ordinary share, except that
Reed Elsevier NV may pay a lower dividend on it, but not less than 1% of the nominal value of an R share.

Profitallocation

The Articles of Association provide that distributions of dividend may only be made insofar as the company’s equity exceeds the amount
of the paid in capital, increased by the reserves which must be kept by virtue of the law and may be made in cash orin shares, at the
proposal of the Combined Board. Distribution of dividends on ordinary shares and on the class R shares shall be made in proportion to
the nominalvalue of each share. The Combined Board may resolve that the dividend to be paid on each class R share shall be lower than
the dividend to be paid on each ordinary share, resolving at the same time what amount of dividend shall be paid on each ordinary share
and each class Rshare, respectively.

2011 2010

€m €m

Finaldividend on ordinary shares for prior financial year 212 205
Interim dividend on ordinary shares for financial year 77 76
Dividend on R shares - -
Retained (loss)/profit (272) 821




Reed Elsevier AnnualReportsand Financial Statements 2011

183

Independent auditor’s report on the parent company
financial statements to the shareholders of Reed Elsevier NV

Reportonthe company financial statements

We have audited the accompanying parent company financial
statements 2011 which are part of the financial statements of Reed
Elsevier NV, Amsterdam, which comprise the parent company
balance sheetasat31 December 2011, the parent company profit
and loss account for theyearthen ended, the parent company
reconciliation of shareholders’ funds and the notes, comprising
asummary of the accounting policies and the additional
information, as setoutin pages 179 to 182.

Management’s responsibility

Managementis responsible for the preparation and fair
presentation of the parent company financial statements bothin
accordance with accounting principles generally accepted in the
United Kingdom and with Part 9 of Book 2 of the Dutch Civil Code,
and for the preparation of the report of the Supervisory Board and
the Executive Board in accordance with Part 9 of Book 2 of the
Dutch Civil Code. Furthermore, managementisresponsible for
suchinternal controlasitdetermines necessarytoenable the
preparation of financial statements that are free from material
misstatement, whether due to fraud orerror.

Auditor’s responsibility

Ourresponsibilityis to express an opinion on the parent company
financial statements based on our audit. We conducted our audit
inaccordance with Dutch law, including the Dutch Standards on
Auditing. This requires that we comply with ethical requirements
and planand perform the audit to obtain reasonable assurance
about whether the parent company financial statements are free
from material misstatement.

An auditinvolves performing procedures to obtain audit evidence
about the amounts and disclosuresinthe parent company
financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of
material misstatement of the parent company financial
statements, whether due tofraud orerror.

In making those risk assessments, the auditor considers internal
controlrelevant to the entity’s preparation and fair presentation
of the parent company financial statementsin order to design
audit procedures thatare appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness
of the entity’sinternal control. An audit also includes evaluating
the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management,
aswellas evaluating the overall presentation of the parent
company financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinionwith respect to the parent company financial statements
Inour opinion, the parent company financial statements give a
true andfairview of the financial position of Reed Elsevier NVas at
31 December 2011, and of its results and its cash flows for the year
thenended inaccordance with accounting practices generally
acceptedin the United Kingdom and with Part 9 of Book 2 of the
Dutch Civil Code.

Reportonotherlegal and regulatory requirements
Pursuantto the legalrequirementunder 2:393 sub5ate and f of
the Dutch Civil Code, we have no deficiencies to reportas a result
of our examination whetherthe report of the Supervisory Board
and the Executive Board, to the extent we can assess, has been
preparedinaccordance with Part 9 of Book 2 of this Code, and
whether the information as required under section 2:392 sub 1
atb-hhasbeenannexed. Further we reportthat the report of
the Supervisory Board and the Executive Board, to the extent
we can assess, is consistent with the parent company financial
statementsasrequired by 2:391 sub 4 of the Dutch Civil Code.

Deloitte Accountants B.V.
ASandler

Amsterdam

The Netherlands

15 February 2012
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Dyear summary

201 2010 2009 2008 2007
Note €m €m €m €m €m
Combined financialinformation
Revenue - continuing operations 2 6,902 7,084 6,800 6,721 6,693
Reported operating profit - continuing operations 2 1,386 1,275 881 1,135 1,296
Adjusted operating profit - continuing operations 2 1,870 1,819 1,758 1,737 1,660
Reported profit attributable to shareholders - total operations 874 751 438 587 1,709
Adjusted profit attributable to shareholders - total operations 1,219 1,150 1,099 1,159 1,244
Reed Elsevier NV consolidated financialinformation
Reported profit attributable to shareholders 437 376 219 294 855
Adjusted profit attributable to shareholders 610 575 550 580 622
Reported earnings per ordinary share (€) €0.59 €0.51 €0.32 €0.44 €1.10
Adjusted earnings per ordinary share (€) €0.83 €0.78 €0.79 €0.87 €0.80
Dividend per ordinary share (€) 3 €0.436 €0.412 €0.400 €0.404 €0.425

(1) Adjusted figuresare presented as additional performance measures used by management and are stated before amortisation and
impairment of acquired intangible assets and goodwill, exceptional restructuring and acquisition related costs, and in respect of
attributable profit, reflect a tax rate that excludes the effect of movements in deferred taxation assets and liabilities that are not

expected to crystallise inthe neartermandincludes the benefit of taxamortisation where available on acquired goodwill and

intangible assets. Acquisition related costs and profitand loss from disposal gains and losses and other non operating items are

also excluded from the adjusted figures.

(2) Revenue, reported operating profitand adjusted operating profit are presented for continuing operations. Net profit from

discontinued operationsisincluded in profit attributable to shareholders.

(3) Dividend perordinary shareis based onthe interim dividend and proposed final dividend for the relevant year, and does notinclude

the €1.767 per share special distribution in 2008.
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Other
Information

In this section

Additional information for US Investors
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Summary financial information in US dollars

Basis of preparation

The summary financialinformationis a simple translation of the Reed Elsevier combined financial statements into US dollars at the
stated rates of exchange. The financialinformation provided below is prepared under IFRS as used in the preparation of the Reed
Elsevier combined financial statements. It does not representarestatement under US GAAP which would be differentin some
significant respects.

Statement of financial

Income statement position

2011 2010 2011 2010

US dollarstosterling 1.60 1.55 1.55 1.56
Combined income statement

201 2010

Us$m US$m

Revenue 9,603 9,385

Operating profit 1,928 1,690

Profit before tax 1,517 1,190

Profit attributable to parent companies’ shareholders 1,216 995

Adjusted operating profit 2,602 2,410

Adjusted profit before tax 2,226 1,982

Adjusted profit attributable to parent companies’ shareholders 1,696 1,524
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e
5
Combined statement of cash flows
2011 2010
Us$m Us$m
Net cash from operating activities 2,052 2,097
Net cash used ininvesting activities (1,154) (510) @
Net cash used in financing activities (968) (1,587) 2
Decreasein cashand cash equivalents (70 - %
Movementin cash and cash equivalents 2
At start of year 1,158 1,189
Decreasein cashand cash equivalents (70) -
Exchange translation differences 37 (31)
Atend of year h ‘1,125 1,‘15'8“
Adjusted operating cash flow - ‘2,424 2,‘35'4“
Combined statement of financial position
2011 2010 2
US$m US$m
Non-current assets 13,812 13,383
Currentassets 3,949 4,023
Assets held for sale 68 -
Total assets 17,829 17,406
Current liabilities - ‘6‘,857 6079
Non-current liabilities 7,541 8,254
Liabilities associated with assets held for sale 26 -
Total liabilities 4424 14333 o
Netassets 3,405 3073 §
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Summary financial information in US dollars

Basis of preparation

The summary financialinformation is a simple translation of the Reed Elsevier PLC consolidated financial statements into US dollars
atthe stated rates of exchange. The financialinformation provided below is prepared under IFRS as used in the preparation of the Reed
Elsevier PLC consolidated financial statements. It does not represent arestatement under US GAAP which would be differentin some
significant respects.

2011 2010
US$:£ US$:£
Income statement 1.60 1.55
Statement of financial position 1.55 1.56
Consolidated income statement
2011 2010
Us$m Us$m
Profit attributable to ordinary shareholders 622 507
Adjusted profitattributable to 52.9% interestin Reed Elsevier combined businesses 898 806
Share of jointventures’:
Amortisation of acquired intangible assets (301) (276)
Exceptional restructuring costs - (31)
Acquisition related costs (27) (23)
Disposalsand other non operating items (13) (31)
Deferred taxadjustments 86 82
Profitattributable to 52.9% interestin Reed Elsevier combined businesses 643 527
2011 2010
Us$ us$
Earnings per ADS based on 52.9% interestin Reed Elsevier combined businesses
Adjusted $2.99 $2.69
Basic $2.07 $1.69
Net dividend per ADS declared in the year $1.32 $1.26
Net dividend per ADS paid and proposed in relation to the financial year $1.38 $1.26
Consolidated statement of financial position
2011 2010
Us$m us$m
Shareholders’ equity 1,781 1,604

Adjusted earnings per American Depositary Share is based on Reed Elsevier PLC shareholders’ 52.9% share of the adjusted profit
attributable of the Reed Elsevier combined businesses, which excludes amortisation of acquired intangible assets, exceptional
restructuringand acquisition related costs, disposal gains and losses and other non operating items, related tax effects and movements
indeferred taxassets and liabilities that are not expected to crystallise in the near term and include the benefit of tax amortisation where
available onacquired goodwill and intangible assets. Adjusted figures are additional performance measures used by management and
aredescribedin note 9 to the Reed Elsevier PLC consolidated financial statements.

Reed Elsevier PLC shares are quoted on the New York Stock Exchange and trading is in the form of American Depositary Shares (ADSs),
evidenced by American Depositary Receipts (ADRs), representing four Reed Elsevier PLC ordinary shares. (CUSIP No. 758205207;
trading symbol, RUK; Bank of New York is the ADR Depositary.)
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Basis of preparation
The summary financialinformationis a simple translation of the Reed Elsevier NV consolidated financial statements into US dollars at
the stated rates of exchange. The financialinformation provided below is prepared under IFRS as used in the preparation of the Reed
Elsevier NV consolidated financial statements. It does not represent a restatement under US GAAP which would be differentin some -
significant respects. g
@
20m 2010 §
US$:€ Us$:€ 2
o
Income statement 1.39 1.32 S
Statement of financial position 1.29 1.33
2011 2010 By
US$m US$m 3
Adjusted profit attributable to ordinary shareholders 849 762 E_,
Share of jointventures”: §
Amortisation of acquired intangible assets (284) (261) 2
Exceptional restructuring costs - (29)
Acquisition related costs (26) (24)
Disposals and other non operating items (14) (28)
Deferred tax adjustments 83 78
Profit attributable to ordinary businesses 608 498
20M 2010
us$ us$
Earnings per ADS based on 50% interestin Reed Elsevier combined businesses @
Adjusted $2.31 $2.07 3
Basic $1.64 $1.35 §
Netdividend per ADS declaredin the year $1.15 $1.07 @
Net dividend per ADS paid and proposed in relation to the financialyear $1.21 $1.09
2011 2010
US$m Us$m
Shareholders’ equity 1,683 1,516

Adjusted earnings per American Depositary Share is based on Reed Elsevier NV shareholders’ 50% share of the adjusted profit
attributable of the Reed Elsevier combined businesses, which excludes amortisation of acquired intangible assets, exceptional
restructuringand acquisition related costs, disposal gains and losses and other non operating items, related tax effects and movements
indeferredtax assets and liabilities that are not expected to crystallise in the near term and includes the benefit of tax amortisation
where available on acquired goodwill and intangible assets. Adjusted figures are additional performance measures used by
managementand are described in note 9 to the Reed Elsevier NV consolidated financial statements.

Reed Elsevier NV shares are quoted on the New York Stock Exchange and trading is in the form of American Depositary Shares (ADSs),
evidenced by American Depositary Receipts (ADRs), representing two Reed Elsevier NV ordinary shares. (CUSIP No. 758204200;
trading symbol, ENL; Bank of New York is the ADR Depositary.)
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Shareholder information

Annual Reports and Financial Statements 2011

The Annual Reports and Financial Statements for the Reed
Elsevier combined businesses, Reed Elsevier PLC and Reed
Elsevier NVfortheyearended 31 December 2011, and the
Corporate Governance Statement of Reed Elsevier NVare
available onthe Reed Elsevier website, and from the registered
offices of the respective parent companies shown on page 192.
Additional financialinformation, including the Interim and Full
Year Results Announcements, Interim Management Statements
and presentationsisalso available on the Reed Elsevier website
www.reedelsevier.com.

The Reed Elsevier combined financial statements set outin the
Annual Reports and Financial Statements are expressedin
sterling, with summary combined financialinformation expressed
ineuros. The financial statements of Reed Elsevier PLC and Reed
Elsevier NVare expressedin sterling and euros respectively.

Interimresults

Reed Elsevier PLC and Reed Elsevier NV no longer publish interim
resultsin hard copy. The interim results are available on the Reed
Elsevier website.

Share price information
Reed Elsevier PLC's ordinary shares are quoted on the London
Stock Exchange.

Reed Elsevier NV's ordinary shares are quoted on the Euronext
Amsterdam Stock Exchange.

The Reed Elsevier PLC and Reed Elsevier NV ordinary shares are
quoted onthe New York Stock Exchange inthe form of American
Depositary Shares (ADSs), evidenced by American Depositary
Receipts (ADRs). Each Reed Elsevier PLC ADR represents four
Reed Elsevier PLC ordinary shares. Each Reed Elsevier NVADR
represents two Reed Elsevier NVordinary shares.

The Reed Elsevier PLC and Reed Elsevier NV ordinary share
pricesand the ADR prices may be obtained from the Reed Elsevier
website, other online sources and the financial pages of some
newspapers.

FORFURTHER INFORMATION VISIT WWW.REEDELSEVIER.COM

Shareholder services

The Reed Elsevier PLC ordinary share registeris administered
by Equiniti Limited. Equiniti provides a free online portal for
shareholders atwww.shareview.co.uk. Shareview provides
shareholders with instant access to details of their shareholding
and dividend payments, with the ability to update personal details
and toregister a bank mandate. Equiniti’s contact details appear
onpage 192.

Electronic communications

While hard copy shareholder communications continue to be
available to those shareholders actively requesting them, in
accordance with the Companies Act 2006 and its Articles of
Association, Reed Elsevier PLC uses the Reed Elsevier website
as the main method of communicating with shareholders.

By registering their details online at Shareview, shareholders
can be notified by email when shareholder communications
are published on the website. Shareholders can also use the
Shareview website to appoint a proxy to vote on their behalf at
shareholder meetings.

Shareholders who hold their Reed Elsevier PLC shares through
CREST may appoint proxies for shareholder meetings through
the CREST electronic proxy appointment service by using the
procedures describedinthe CREST manual.

Dividend mandates

Shareholders are encouraged to have their dividends paid
directlyintoa UK bank or building society account. This method
of paymentreduces the risk of delay or loss of dividend cheques
inthe postand ensures the accountis credited on the dividend
payment date. Adividend mandate form can be obtained online
atwww.shareview.co.uk, or by contacting Equinitiat the address
shown on page 192.

Equiniti has established a service for overseas shareholdersin
over 30 countries, which enables shareholders to have their
dividends automatically converted from sterling and paid directly
into their nominated bank account. Further details of this service,
andthe fees applicable, are available at www.shareview.co.uk or
by contacting Equiniti at the address shown on page 192.

Dividend Reinvestment Plan

Shareholders can choose to reinvest their Reed Elsevier PLC
dividends by purchasing further shares through the Dividend
Reinvestment Plan ("“DRIP”) provided by Equiniti. Further
information concerning the DRIP facility, together with the terms
and conditions and an application form can be obtained online at
www.shareview.co.uk/dividends or by contacting Equiniti at the
address shown on page 192.

Share dealing service

Atelephone andinternetdealing serviceis available through
Reed Elsevier PLC’s Registrar, which provides a simple way for
UK-resident shareholdersto buy or sell Reed Elsevier PLC
shares. For telephone dealing call 08456 037 037 between 8.00am
and 4.30pm, Monday to Friday, and for internet dealing log on to
www.shareview.co.uk/dealing. You will need your shareholder
account number shown onyour dividend tax voucher.
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Individual savings accounts (ISA)

Asingle company ISAfor Reed Elsevier PLC shares is

available through Equiniti. Details may be obtained from
www.shareview.co.uk/ISA, by writing to Equiniti at the address
shownon page 192, or by calling their ISAhelpline on 0871384 2244.

ShareGift

The Orr Mackintosh Foundation operates a charity share donation
scheme for shareholders with small parcels of shares whose
value makes it uneconomic to sell them. Details of the scheme
can be obtained from the ShareGift website at www.sharegift.org,
or by telephoning ShareGift on 020 7930 3737.

Sub-division of ordinary shares and share consolidation

On 28 July 1986 each Reed Elsevier PLC ordinary share of £1
nominalvalue was sub-divided into four ordinary shares of 25p
each.On2May 1997 each 25p ordinary share was sub-divided into
two ordinary shares of 12.5p each. On 7 January 2008 the ordinary
shares of 12.5p each were consolidated on the basis of 58 new
ordinary shares of 14°'/nsp nominalvalue for every 67 ordinary
shares of 12.5p each held.

Capital gains tax

The mid-market price of Reed Elsevier PLC’s £1 ordinary shares
on 31 March 1982 was 282p. Adjusting for the sub-divisions and
share consolidation referred to above, resultsinan equivalent
mid-market price of 40.72p for each existing ordinary share of
14%"/msp nominalvalue.

Warning to shareholders - unsolicited investmentadvice

Many companies have become aware that their shareholders have
received unsolicited phone calls or correspondence concerning
investment matters. These are typically from overseas-based
‘brokers’ who target UK shareholders, offering to sell them what
often turn out to be worthless or high-risk sharesin US or UK
investments. These operations are commonly known as ‘boiler
roomscams'’.

Shareholders are advised to be very wary of any unsolicited
advice, offersto buy shares atadiscount or offers of free company
reports. Ifyoureceive any unsolicited investment advice, check
thatthe person ororganisationis properly authorised by the FSA
before getting involved by visiting www.fsa.gov.uk/register/ and
contacting the firm using the details on the register. If you deal
with anunauthorised firm, you will not be eligible to receive
paymentunder the Financial Service Compensation Scheme.

The FSAcan be contacted at www.fsa.gov.uk/pages/doing/
regulated/law/alerts/overseas.shtml.

Shareholder enquiries

Enquiries from holders of Reed Elsevier NV registered ordinary
sharesinrelation to share transfers, dividends, change of address
and bank accounts should be directed to the Company Secretary
of Reed Elsevier NV, at the registered office address shown on
page 192.

191

Dividends

Dividends on Reed Elsevier NV ordinary shares are declared and
paidin euros. Registered shareholdersin Reed Elsevier NV will
receive dividends from the company by transmission to the bank
accountwhich they have notified to the company. Dividends on
sharesinbearerform are paid through the intermediary of a bank
or broker.

Dividend Reinvestment Plan

By instructing their bank orintermediary, shareholders can
choosetoreinvest their Reed Elsevier NV dividends by purchasing
further shares through the Dividend Reinvestment Plan (“DRIP”)
provided by Royal Bank of Scotland N.V. Further information
concerning the DRIP facility can be obtained online at
www.securitiesinfo.nl.

Consolidation of ordinary shares

On7January 2008 each Reed Elsevier NV ordinary share of €0.06
eachwere consolidated on the basis of 58 new ordinary shares of
€0.07 each forevery 67 ordinary shares of €0.06 held.

The Reed Elsevier PLC and Reed Elsevier NVADR Depositaryis
BNY Mellon. Reed Elsevier PLC's CUSIP numberis 758205207
andits trading symbolis RUK. Each Reed Elsevier PLC ADR
represents four Reed Elsevier PLC ordinary shares. Reed Elsevier
NV’s CUSIP numberis 758204200 and its trading symbolis ENL.
Each Reed Elsevier NVADR represents two Reed Elsevier NV
ordinary shares.

ADRshareholder services

Enquiries concerning Reed Elsevier PLC or Reed Elsevier NV
ADRs should be addressed to the ADR Depositary at the address
shown on page 192.

Dividends
Dividend payments on Reed Elsevier PLC and Reed Elsevier NV
ADRs are converted into US dollars by the ADR Depositary.

Annual Reporton Form 20-F

The Annual Report on Form 20-F for the Reed Elsevier combined
businesses, Reed Elsevier PLC and Reed Elsevier NV will be filed
electronically with the United States Securities and Exchange
Commission. A copy of Form 20-F for the year ended 31 December
2011 will be available on the Reed Elsevier website, or from the
ADR Depositary at the address shown on page 192.
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Contacts

Reed Elsevier PLC
1-3 Strand

London WC2N 5JR
United Kingdom

Tel: +44(0)20 79307077
Fax:+44(0)20 71665799

Auditors

Deloitte LLP

2New Street Square
London EC4A3BZ
United Kingdom

Registrar
Equiniti Limited
Aspect House
Spencer Road
Lancing

West Sussex
BN99 6DA
United Kingdom

WWW.SHAREVIEW.CO0.UK

Tel: 08713842960

Reed Elsevier NV
Radarweg 29

1043 NX Amsterdam
The Netherlands

Tel: +31(0)20 4852222
Fax:+31(0)204852032

Deloitte Accountants B.V.
Orlyplein 10

1043 DP Amsterdam
The Netherlands

Listing/paying agent
Royal Bank of Scotland N.V.
Gustav Mahlerlaan 10

1082 PP Amsterdam

The Netherlands

WWW.SECURITIESINFO.NL

(calls charged at 8p per minute from a BT landline,
othertelephony providers’ costs mayvary)

Tel: +44 1214157047 [non-UK callers)

Reed Elsevier PLCand Reed Elsevier NVADR Depositary
BNY Mellon (ADRSs)

PO Box 358516

Pittsburgh PA15252-8516

USA

WWW.ADRBNY.COM

email: shrrelationsdbnymellon.com

Tel: +1888269 2377
+1201 6806825 (outside the US)
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2012 financial calendar

o
3
2
@
=
16 February PLC Announcement of Results for the year ended 31 December 2011
NV
24 April PLC Interim Management Statementissuedin relation to the 2012 financial year
NV
24 April NV Annual General Meeting - Reed Elsevier NV, Hotel Okura, Ferdinand Bolstraat 33, 1072 LH Amsterdam
25 April PLC Annual General Meeting - Reed Elsevier PLC, Millennium Hotel, Grosvenor Square, London W1K 2HP
25 April PLC Ex-dividend date - 2011 final dividend, Reed Elsevier PLC ordinary shares and ADRs
26 April NV Ex-dividend date - 2011 final dividend, Reed Elsevier NV ordinary sharesand ADRs
27 April PLC Record date - 2011 final dividend, Reed Elsevier PLC ordinary sharesand ADRs ?
30 April NV Record date-2011 final dividend, Reed Elsevier NV ordinary shares and ADRs 3
21 May PLC Payment date - 2011 final dividend, Reed Elsevier PLC and Reed Elsevier NV ordinary shares §
NV ]
29 May PLC Paymentdate - 2011 final dividend, Reed Elsevier PLC and Reed Elsevier NVADRs g
NV
26 July PLC Announcement of Interim Results for the six months to 30 June 2012
NV
8 August PLC Ex-dividend date - 2012 interim dividend, Reed Elsevier PLC and Reed Elsevier NV ordinary sharesand ADRs
NV
10 August PLC Record date - 2012 interim dividend, Reed Elsevier PLC and Reed Elsevier NV ordinary shares and ADRs
NV
31 August PLC Payment date - 2012 interim dividend, Reed Elsevier PLC and Reed Elsevier NV ordinary shares
NV
.
7 September PLC Payment date - 2012 interim dividend, Reed Elsevier PLC and Reed Elsevier NVADRs E
NV 3
8 November PLC Interim Management Statementissued in relation to the 2012 financial year Fl
NV 5
<
The following tables set out dividends paid (or proposed) in relation to the three financial years 2009-2011.
per PLCordinaryshare per NVordinaryshare Paymentdate
Finaldividend for 2011* 15.90p €0.326 21 May 2012
Interim dividend for 2011 5.65p €0.110 26 August 2011
Finaldividend for 2010 15.00p €0.303 17 May 2011
Interim dividend for 2010 5.40p €0.109 27 August 2010
Finaldividend for 2009 15.00p €0.293 21 May 2010
Interim dividend for 2009 5.40p €0.107 28 August 2009 ®
*Proposed dividend, to be submitted forapprovalatthe respective Annual General Meetings of Reed Elsevier PLC and Reed Elsevier NVin April 2012. §
5
per PLCADR per NVADR Paymentdate e
Finaldividend for 2011 x ok 29 May 2012
Interim dividend for 2011 $0.36860 $0.26875 2 September 2011
Finaldividend for 2010 $0.97236 $0.73118 24 May 2011
Interim dividend for 2010 $0.33480 $0.23512 3September 2010
Finaldividend for 2009 $0.86010 $0.62137 28 May 2010
Interim dividend for 2009 $0.35164 $0.26060 4 September 2009

**Paymentwill be determined using the appropriate £/US$ and €/US$ exchange rate on 21 May 2012.
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PRINCIPAL OPERATING LOCATIONS

Principal operating locations

Reed Elsevier

1-3 Strand

London WC2N 5JR, UK
Tel: +44(0)2079307077
Fax: +44(0)207166 5799

Radarweg 29

1043 NXAmsterdam
The Netherlands

Tel: +31(0)204852222
Fax:+31(0)204852032

125 Park Avenue, 23rd Floor
New York, NY 10017, USA
Tel: +12123098100
Fax:+12123098187

FORFURTHER INFORMATION ORCONTACT

DETAILS, PLEASE CONSULT OURWEBSITE:

WWW.REEDELSEVIER.COM

Elsevier

Radarweg 29

1043 NXAmsterdam

The Netherlands
WWW.ELSEVIER.COM

The Boulevard, Langford Lane
Kidlington, Oxford 0X5 1GB, UK

1600 John F. Kennedy Blvd

Suite 1800, Philadelphia

PA 19103, USA
WWW.US.ELSEVIERHEALTH.COM

3251 RiverportLane
Maryland Heights, MO 63043, USA

LexisNexis Legal & Professional

125 Park Avenue, 23rd Floor

New York, NY 10017, USA
WWW.LEXISNEXIS.COM

9443 Springboro Pike
Miamisburg, OH 45342, USA

HalsburyHouse, 35 Chancery Lane
London WC2A1EL, UK
WWW.LEXISNEXIS.CO.UK

LexisNexis Risk Solutions

1000 Alderman Drive

Alpharetta, GA30005, USA
WWW.LEXISNEXIS.COM/RISK/

Reed Exhibitions

Gateway House, 28 The Quadrant

Richmond, Surrey TW9 1DN, UK
WWW.REEDEXP0.COM

Reed Business Information

Quadrant House, The Quadrant

Sutton, Surrey SM2 5AS, UK
WWW.REEDBUSINESS.CO.UK

Elsevier Reed Finance BV
Radarweg 29

1043 NXAmsterdam

The Netherlands

Tel: +31(0)204852222
Fax:+31(0)20 4852032
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