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HARMSWORTH PENSION SCHEME

TRUSTEE’S REPORT

Constitution of the Scheme

The Harmsworth Pension Scheme (the "Scheme”) is a defined benefit scheme providing salary-
related benefits for the employees of certain subsidiary companies of Daily Mail and General
Trust plc ("DMGT”). It is established under and governed by a Trust Deed and Rules
administered by a Trustee specially appointed for this purpose. The Scheme is a registered

pension plan under the Finance Act 2004. To the Trustee’s knowledge there is no reason why
such registration should be prejudiced or withdrawn.

The Scheme is contracted-out of the State Second Pension.

Contingent asset following merger

The Trustee executed a Transfer Agreement dated 30 November 2007 that merged the Mail

Newspapers Pension Scheme (MNPS) into the Scheme. This event was accounted for as a
group transfer-in of assets and liabilities in 2008.

As a condition of this merger, DMGT has provided a letter of credit for £40 million during the
period to 1 December 2011. The Trustee has a call on this contingent asset in the event that

the Scheme begins to be wound up before 1 December 2011 and the assets of the Scheme are
Insufficient to provide benefits in full for all members.

Membership

Membership of the Scheme under the various categories is shown below:

2008 Additions Withdrawals 2009

Members in service 4,555 335 (1,012) 3,878
Deferred members 7,750 664 (304) 8,110
Retired members* 9,420 634 (399) 9,655
TOTAL 21,725 1,633 (1,715) 21,643

*Includes widow(er)s, adult dependants and children receiving a pension from the Scheme.

Actuarial valuation and Scheme Specific Funding

Every three years the Scheme carries out an actuarial valuation. This is a financial assessment
of the Scheme undertaken by the Scheme Actuary. The Actuary looks at the value of the
assets of the Scheme and compares these with the value of the benefits that are either already
being paid or are to be paid in the future i.e. the liabilities. A number of assumptions are
made by the Actuary and these are agreed with the Trustee in advance of the valuation.

The last valuation was completed as at 31 March 2007 and this was the first valuation
undertaken in accordance with the Scheme funding provisions under the Pensions Act 2004
This replaced the Minimum Funding Requirement legislation and introduced 3 requirement for
the trustees of defined benefit occupational pension schemes to enter into discussions with the
scheme sponsor to determine a suitable, prudent, ongoing funding basis for the Scheme. In

addition, where a deficit exists on that basis, there is a requirement to agree an appropriate
recovery plan for removing it.

The agreed funding strategy made allowance for assumed future investment returns on the
Scheme’s assets of 3.3% p.a. above price inflation, compared with the real return of some
2.6% p.a. implicit within the calculations of the Technical Provisions (i.e. the value of the
Scheme’s benefit liabilities). The Trustee agreed that this margin could be covered by a
contingent asset and the Company has put in place a letter of credit (to be updated annually)
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of an amount sufficient to cover any potential shortfall in this additional investment return
arising prior to the next triennial valuation. At 31 March 2009, the letter of credit had a value
of £32.1 million.

In addition the employer has paid annual contributions of 18% of members’ Scheme Salaries
up to 31 December 2008. From 1 January 2009, in accordance with the Schedule of
Contributions certified by the Actuary on 10 June 2008 and following agreement by most active
members to accept a salary sacrifice arrangement, contributions paid by the employer for
those employees in the new arrangement were increased by an amount equal to the
contributions that would have been paid by the employee. Contributions for all other
employees remained unchanged.

The funding target now in place is higher than that in place prior to the valuation date.

Market movements in the very difficult financial condition of recent months have reduced the
proportion of performance-seeking assets (i.e. equities, property and various alternative assets
such as hedge funds) to just above 70% of the tota] portfolio. In June 2009 the Trustee
agreed to adjust its asset allocation so that 72% of the portfolio is in performance seeking
assets. This relatively high exposure was agreed by the Trustee given the strength of covenant
of DMGT, an assessment of which has been carried out with help from specialists at Watson
Wyatt. Following the impact of the credit crunch on companies and markets, the Trustee
decided to monitor the covenant strength of DMGT more closely. Accordingly this is now being
monitored at quarterly intervais and, at least twice each year, an independent covenant adviser
from Watson Wyatt assists the Trustee in analysing quarterly presentations and reports to the
Trustee from the Deputy Finance Director.

The combined accumulated assets of the Scheme as at 31 March 2007 represented 99% of the
combined Scheme’s Technical Provisions in respect of past service benefits. However, in
common with the majority of defined benefit schemes, there was a sharp deterioration over the
following twelve months, with the equivalent funding level falling to 84% as at 31 March 2008.

The next full valuation of the Scheme is scheduled for 31 March 2010.

The key financial assumptions used in the 2007 actuarial valuation are shown below:

2007 2007
Nominal Real
% pa % pa
Financial Assumptions
Price inflation 3.0 -
Pension increases (on excess over GMP) 3.0 0.0
General increases in pensionable earnings 4.3 1.25
Increases in pensionable earnings
deductions 3.0 0.0
Discount Rates: ,
- Pre-retirement 6.4 3.3
- Post-retirement 4.8 1.8

Review of Actuarial Factors

Following completion of the valuation and agreement between the Trustee and the Company
concerning an appropriate funding strategy, a review has been undertaken of early and late
retirement factors, together with the commutation factors used to convert pension to cash at
retirement. A key reason for this review is to reflect the greater value attributed to Scheme
benefits by the increases in longevity.
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Having taken actuarial advice, the revised factors were approved by the Trustee on 12 June
2008 and have been used as the basis for benefit calculations that have an effective date on or
after 1 September 2008.

Asset Allocation
In parallel with the scheme specific funding discussions between the Trustee and the Company

a comprehensive review of the investment strategy has been undertaken with the aim of
delivering at least the annual return iImplied by the agreed funding basis.

his detailed and complex work has now been completed, with implementation successfully
achieved on 1 June 2008, as planned. Further information is contained in the Investment
Report on page 11.

Financial Development of Scheme

The net assets of the Scheme decreased by £374.2 million, or 26.2%, from £1,428.2 million to
£1,054.0 million.

£m £m

Contributions and transfers receivable 33.0

Benefits payable and payments to and on account of leavers (68.3)

Net withdrawals S (35.3)
Investment income 19.1

Change in market value of investments (354.6)

Investment management expenses (3.4)

Net returns on investments (338.9)
Net decrease in the fund during the period (374.2)

The financial statements have been prepared and audited in compliance with Regulations 41
(1) and 41 (6) of the Pensions Act 1995.

Member Contributions

Pension contributions paid by members in the Pension+ section of the Scheme are 7.5% of
Scheme Salary. Contributions for members in the Standard section are 5% of Scheme Salary.

However, as explained on page 7, from 1 January 2009 most active members agreed to accept
a salary sacrifice arrangement under which contributions paid by the employer were increased
by an amount equal to the contributions that would have been paid by those members.
Contributions for all other employees remained unchanged.

Transfer Payments from Other Pension Arrangements

The Trustee has resolved not to accept payments from other pension arrangements in respect
of active Scheme members. This change, which became effective from 1 April 2006, reflects
the broader range of options available to individuals in the pensions market from “A Day” and
the potential cost to the Scheme of offering a final salary benefit in return for a transfer
payment that was often being received from a money purchase pension plan.

Additional Voluntary Contributions (AVCs

An AVC facility is available in the Scheme to replace the facility in the DMGT AVC Plan
previously available to Scheme members. However, the investment options in this new facility
exclude the With Profit fund, which was closed to new investment within the DMGT AVC Plan
with effect from 31 March 2006.(Existing with profits AVC benefits were retained in that plan
with the segregated assets invested to support these benefits.) Since that date, the ownership
of various AVC insurance policies has been altered by deed to reflect this change.

8

O \WPDOCS\2008\Finance\Fund accounts\HPS-2009.doc



HARMSWORTH PENSION SCHEME

Based on professional advice, the Trustee is of the view that the various fund options being
offered to members for AVC investment are appropriate regarding diversity and performance
although the addition of a cash fund is likely to be considered shortly. However, as part of its
ongoing monitoring procedures, the Trustee has undertaken to carry out a further review of
these fund options.

Pension Increases

The level of increase to pensions in payment granted during the year was in accordance with
the rules of the Scheme. Accordingly, the basic increase awarded in April this year was 0.9%,
in line with the movement in the Retail Prices Index in the last calendar year. This increase
has been applied to the pension, excluding any Guaranteed Minimum Pension in payment.

Deferred pension benefits were increased by the statutory rate, 5.0%, from the same date,
reflecting the annual increase in the Retail Price Index to September 2008.

A history of recent pension increases is shown below:;

Date %o
1.4.04 2.8
1.4.05 3.5
1.4.06 2.2
1.4.07 4.4
1.4.08 4.0
1.4.09 0.9

Trustee

Details of the Trustee of the Scheme are shown on page 3 of this Report. Northcliffe Trustees
Limited, which was incorporated on 30 June 1997, was appointed Trustee of the Scheme by a
Deed dated 2 September 1997. The Directors of this Company, as listed on page 3, jointly
hold all the issued ordinary shares.

Trustee Directors

On 30 September 2008, Mr Charles Sinclair CBE resigned from the Board of Northcliffe
Trustees Limited following his retirement from the DMGT Group. Mr Sinclair was thanked by
the Board for his contribution to the work of the Trustee over many years. On the same date,
Mr Simon Dyson MBE was appointed as a new, Company Appointed Trustee Director.

In June 2008 the Trustee Board was restructured, prompted by the introduction of new
member-nominated Director (MND) requirements.

Board meetings of the Trustee have been held quarterly. Certain decisions of the Trustee have
been delegated to sub-committees set up under formal terms of reference to deal with
administration, funding, finance & risk and investment.

The Pensions Regulator

The Pensions Regulator was established by the Pensions Act 2004 to oversee the operation of
occupational pension schemes. The Regulator has far reaching powers and is able to intervene
in the running of schemes in the event of any failure by trustees, employers, or professional
advisers regarding their duties. He has the power to issue orders to sponsoring companies
where corporate transactions might impact on the financial position of pension schemes.
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The Pensions Requlator and Pension Protection Fund Levies

The Pensions Regulator (TPR) collects a General Levy from all UK occupational pension
schemes. It also collects an Administration Levy on behalf of the Pension Protection Fund
(PPF). In addition, the PPF collects directly from schemes a Scheme-based levy and a Risk-
based levy. The level of Risk-based levy, although higher than in 2008, was significantly

reduced following the decision by DMGT to offer a parent company guarantee in the form
prescribed for that purpose by the PPF Board.

The total levy for the Scheme is the responsibility of the Trustee but, at present, is reimbursed
by the Company.

Details regarding the levies collected during the year are shown in the table below:

Levy Collected by 2009 2008
£'s £'s
General Levy TPR 14,300 10,600
Admin Levy TPR for PPF 18,400 15,690
Scheme-based levy PPF 226,348 74,096
Risk-based levy PPF 54,472 16,526
313,520 116,912

e ———————

Statement of Trustee’s Responsibilities

The Trustee’s responsibilities in respect of the financial statements are set out in more detail in
the Compliance Statement on page 14.

Further Information

Further information about the Scheme generally, or about members' individual entitlements to
benefit is available from:

The Secretary
Harmsworth Pension Scheme
DMGT Pensions
10 Bedford Street
Covent Garden
London
WC2E 9HE

or from the website www.dmgtpensions.co.uk

By order of the Trustee

/é/ e P

e

Geoffrey Staines
Secretary
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INVESTMENT REPORT

Policy

The Trustee has ultimate responsibility for decision-making on investment matters. However,
an Investment Committee handies the majority of investment matters and makes
recommendations to the Trustee where decisions are required to be taken. The members of
the Investment Committee are listed on page 3.

Only persons or organisations with the necessary skills, information and resources are actively
iInvolved in taking investment decisions affecting the Scheme. The Trustee draws on the
expertise of their internal advisers and, where necessary, employs the skills and expertise of

external advisers, including external sub-committee members, investment managers, the
custodian, the investment consultant and the Scheme Actuary.

A key element of overall investment policy is a scheme-specific asset allocation benchmark.
This benchmark is incorporated in the Statement of Investment Principles (SIP), which is
reviewed annually or otherwise updated as necessary. The assets are monitored so that
overall asset allocation can be maintained in line with this scheme-specific allocation.

The scheme-specific allocation is the Trustee’s long-term strategy for meeting agreed

Investment objectives. As explained in more detail below, during the year a review of

Investment strategy was undertaken which has resulted in a new benchmark allocation being
put in place.

Asset Allocation

The underlying asset allocation at the beginning and end of the year under review is shown
below, together with the new asset allocation benchmark from 1 June 2008:

31.03.09 31.03.08 Benchmark Benchmark

%0 % % %
Growth assets 75
Global equities*® 45.5 64.6 47
Fund of hedge funds 7.3 - 6
Infrastructure 2.7 1.9 6
Private equity 6.6 3.8 6
Property 9.7 8.9 10
Matching assets 25
Index-linked gilts 16.3 - 15
High alpha bonds 11.9 - 10
Bonds (general) - 20.8 -
100.0 100.0 100 100

*  The Trustee’s aim is to allocate 30% of Global Equities to the UK.

In conjunction with the new scheme-specific asset allocation benchmark, a re-allocation of
Scheme assets commenced early in 2008 with the implementation of a schedule for moving
assets from UK equities into bonds. Later in the year the Scheme made its first investment in
Infrastructure funds. This meant that at the end of 2008 the assets held were not in line with
the benchmark set under the SIP in force at that time. However, the Trustee considered that
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O WPDOCS\2009\Finance\Fund accounts\HPS-2009 doc



HARMSWORTH PENSION SCHEME

this was acceptable in view of the new asset allocation benchmark being developed. For
further details concerning the SIP see page 15.

The majority of asset movements were completed by 1 June 2008.

Variations in actual asset weightings compared with the benchmark can arise due to market
movements.  From 1 June 2008, the Trustee appointed Legal & General Investment
Management Limited to monitor and re-align the weighting between growth and matching
assets to respond to market movements. However, due to extreme market volatility towards
the year-end, automatic re-balancing from matching to growth assets was temporarily
suspended; however this was reinstated in June 2009 based on the actual split between
growth and matching assets, which was 72:28. The temporary suspension of re-balancing
meant that at 31 March 2009 the asset weightings were not in line with the benchmark set
under the SIP in force at the time. Once again, the Trustee considered that this was
acceptable in view of the particular market conditions prevailing.

DMGT Pensions continues to monitor overall asset allocation and to make recommendations for
change as necessary.

Management

The Trustee appoints investment managers to manage assets of the Scheme. A list of the

Investment managers and the asset classes that they manage is shown in Appendix 1 on page
32.

All investment managers appointed by or on behalf of the Trustee to manage Scheme funds
under section 34 (3) of the Pensions Act 1995 are appropriately authorised or exempt under
the Financial Services and Markets Act 2000.

Investment managers' fees, calculated on either a fixed or a diminishing sliding ad valorem
scale in relation to the market value of the portfolio, are paid by the Scheme. Property
managers’ fees are monitored and paid by the Harmsworth Pooled Property Unit Trust.

The Trustee has appointed an Investment Committee which meets quarterly to discuss
Investment matters and review strategy and regular presentations are made to the Committee
by the above managers. An Investment Sub-Committee comprising Trustee Directors only and
having very specific decision-making powers as set out in its mandate, has now been formed.

Investment Managers with an overseas mandate have the option to enter into foreign exchange
contracts in order to hedge, or partially hedge, the value of overseas investments to sterling or
to enhance investment returns. In addition, on 19 December 2008, the Trustees appointed
L&G with @ mandate to hedge back into sterling 100% of certain overseas investment positions
denominated in US dollars, Japanese Yen and Euros.

Investment Review & Performance

Investment performance has been continuously monitored on a quarterly basis by comparing
Scheme returns generated by The WM Company (the performance measurement specialist
retained by the Trustee) with benchmark returns for that quarter.

For the principal markets in the period to 31 March 2009 the FTSE All-Share Index showed a
total annual return of -29.3%, and the MSCI World Index a total return of -19.8%. The FTSE
UK Gilts All Stocks Index showed a total return of -0.8%.

The Scheme itself achieved a return over the year to 31 March 2009 of -24.3% compared with
a return of -21.3% achieved by the benchmark set by the Trustee for the same period. This
means that, proportionally, the Scheme returned -3.8% below the benchmark over the year,
For the three years to 31 March 2009 the Scheme showed an annualised return of -7.1% p.a.,
-0.9% below the benchmark. Over the five years to 31 March 2009 the Scheme achieved an
annualised return of 2.7% p.a., an underperformance of 0.6% p.a. relative to the benchmark.
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