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THE COMPANIES ACT 1985
PUBLIC COMPANY LIMITED BY SHARES

ARTICLES OF ASSOCIATION
,.OF.
STERLING PUBLISHING GROUP PLC® o
INTERPRETATION

The headings hereto shall not affect the construction hereof, and in these Articles
‘unless there be something in the subject or context inconsistent therewith:

"Act" means the Companies Act 1985 and every statutory modification or re-
enactment thereof for the time being in force;

Iraddress” in relation to electronic communications, has the meaning given by

section 262 of the Act

"these Articles” means these Articles of Association or other the articles of _
association of the Company from time to time in force;

" Auditors' means the Auditors for the time being of the Company;
"Directors" means the Directors for the time being of the Company;
MDividend" includes bonus;

3electronic communications" has the meaning given by section 15 of the Electronic
Communications Act 2000

"Month" means calendar month;
"Office” means the registered office for the time being of the Company;
"Paid-up" includes credited as paid up;

"Register" means the Register of Members to be kept pursuant to Section 352 of the
Act;

The name of the Company was changed from “The Sterling Group PLC" by special resolution passed on 24 May 1990.
This definition was inserted by 2 Special Resolution passed on 31 July 2002.
This definition was inserted by a Special Resclution passed on 31 July 2002,

Ch\Documents and Scitings\Derek WiLocal Seliings\Temporary [nternet FilesOLK farticies 200702 ¢lean v1.dos 1




the Regulations" means the Uncertificated Securities Regulations 2001 (SI 2001
No. 3755) including any modification thereof or any regulations in substitution
therefor made under Section 207 of the Companies Act 1989 and for the time being in
force.

"Secretary” includes an assistant or deputy secretary, and any person appointed by
the Directors to perform the duties of the Secretary;

References herein to a share (or to a holding of shares) being in uncertificated form or
in certificated form are references, respectively, to that share being an uncertificated
unit of a security or a certificated unit of a security.

For the purposes of these articles, a dematerialised instruction is properly
authenticated if it complies with the specifications referred to in paragraph 5 of
schedule 1 to the Regulations.

Whether any A Preference Shares are in certificated form or uncertificated form on the
Redemption Date shall be determined by reference to the Register as at 12.01 am on
the Redemption Date or such other time as the directors may {(subject to the facilities
and requirements of the relevant system concerned) in their absolute discretion
determine.

Words and expressions defined in the Act or in the Regulations shall, unless the
context otherwise requires, have the same meanings in these Articles and where words
and expressions are defined both in the Act and in the Regulations then, unless the
context otherwise requires, the definition in the Act shall take precedence.

"in writing" and "written” includes printing, lithography, electronic

communication and other modes of representing and reproducing words in a visible
form including communications as defined within the Electronic Communications Act
2000.

Words importing the singular number only include the plural number and vice versa.
Words importing the masculine gender only include the feminine gender.
Words importing persons include corporations.

_ 2. TABLE "A" NOT TO APPLY

None of the regulations contained in Table "A" in the Schedule to the Companies
(Tables A to F) Regulations 1985 shall apply to the Company except so far as
embodied in any of the following Articles, which shall be the regulations for the
management of the Company.

PART II: SHARE CAPITAL

This definition was amended by a Special Resolution passed on 31 July 2002.
This definition was amendeded by a Special Resolution passed on 31 July 2002.
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3.

4.1

©The capital of the company is £25,112,722.10 divided into 188,045,642 ordinary
shares of 5p each ("ordinary shares"), 10,436,628 6% convertible cumulative
redeemable preference shares 2000 of £1 each ("a preference shares") and 5,273,812
cancelled shares.

The special rights and restrictions attaching to the a preference shares are as follows:

Income

The holders of the A Preference Shares shall be entitled to receive out of the profits of
the Company available for distribution and from time to time resolved to be
distributed a fixed cumulative preferential dividend at the rate of 6 per cent. per
annum on the nominal amount of the capital for the time being paid up or credited as
paid up thereon (exclusive of any associated tax credit) in priority to any payment of
dividend on any other class of shares in the Company payable half yearly in equal
amounts on 31 May and 30 November ("Fixed Dividend Dates") in respect of the six-
month periods ("Dividend Period") ending on those respective dates (save that the
first such payment shall be made on 30 November, 1990 on a pro rata basis in respect
of the period from the date of first allotment of A Preference Shares to 30 November,
1990).

The A Preference Shares shall not confer any further right to participate by way of
dividend in the profits of the Company.

Each holder of A Preference Shares shall have the right, in respect of any dividend
accruing or payable on the A Preference Shares on the eight Fixed Dividend Dates
commencing on (and including) 31 May, 1991 to elect to receive Ordinary Shares,
credited as fully paid, instead of a cash dividend. The number of Ordinary Shares to be
allotted in respect of each such election shall be determined by reference to the
"average quotation” of an Ordinary Share established by taking the average of the
prices at which business was done in the Unlisted Securities Market (save that in the
event that there are three or less prices recorded which would otherwise as aforesaid
fall to be averaged, then the average quotation shall be determined to be that price
which the Directors reasonably consider to be the average of the market prices for the
period having regard to the prices shown during that period by the "SEAQ" system of
The Stock Exchange and to any prices recorded at which, and any conditions under
which, business was done during the period) or, if the Ordinary Shares have been
admitted to the Official List, the middle market quotations for a fully paid Ordinary
Share as derived from the Daily Official List of The Stock Exchange for the five
business days commencing on and including the business day 24 business days before
the relevant Fixed Dividend Date (or, if the Fixed Dividend Date is not a business day,
the preceding business day) provided that if the average quotation is less than 5p then
it will be deemed to be 5p and if more than 85p then it will be deemed to be 85p for
the purposes of such calculations. For the avoidance of doubt this method of
determination shall also apply in cases where the dividend accrues on the relevant
Fixed Dividend Date but it is not paid until a later date.

This Article was inserted by a Special Resolution passed on 24 May 1990 and amended by Special Resolutions passed on 22 April 1991 and
17 October 1996,
This Article was inscrted by a Special Resolution passed on 24 May 1990 and amended by Special Resolutions passed on 22 April 1991 and
17 October 1996.
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4.2

4.3

At least 15 business days before each Fixed Dividend Date the Directors shall
despatch a form of election to each holder of A Preference Shares other than to any
holder of A Preference Shares who has already lodged an irrevocable and continuous
election in respect of the relevant period. The form of election shall specify the
procedure to be followed and place at which, and the latest time by which (which shall
not be more than five business days prior to any Fixed Dividend Date or later than the
business day before the Fixed Dividend Date) elections must be lodged in order to be
effective. The right to receive Ordinary Shares instead of a cash dividend shall not be
affected by any conversion of A Preference Shares into Ordinary Shares to the extent
that any dividend has accrued as aforesaid. Save to the extent that Articles 142.2.2 and
142.2.3 are varied by the above, the provisions of Article 142 other than Article
142.2.8 shall apply to the above election and to the procedure to be adopted by the
Directors in respect thereof.

Capital

On a return of capital on winding up or otherwise (other than on a conversion of share
capital carried out by means of a redemption of shares followed by the immediate
reissue of share capital in consideration of the subscription of the whole of the
redemption proceeds) the assets of the Company available for distribution among the
members shall be applied in priority to any repayment to the holders of any other class
of shares in the capital of the Company in paying to the holders of the A Preference
Shares (other than any A Preference Shares in respect of which the right of election
mentioned in sub-paragraph 4.3.11 below shall have been duly exercised):

(1)  all arrears, deficiencies or accruals, if any, of the said fixed cumulative
preferential dividend on the A Preference Shares held by them respectively to
be calculated down to and including the date of commencement of the winding
up (in the case of a winding up) or the return of capital (in any other case) and
to be payable whether or not such dividend has been declared or earned; and

(2)  asum equal to the capital paid up or credited as paid up on the A Preference
Shares held by them respectively.

Conversion

43.1 Subject as hereinafter provided each holder of A Preference Shares shall be
entitled at the times and in the manner set out in this paragraph 4.3 to convert
all or any of his A Preference Shares into fully paid Ordinary Share capital of
the Company at the rate (which, subject to adjustment under sub-paragraphs
4.3.10,4.3.11, 4.3.12 and 4.3.14 below and to a maximum in any circumstance
of 76.92, is hereinafter referred to as the "Conversion Rate") of 66.67 Ordinary
Shares for every 100 A Preference Shares and so in proportion for any greater
or lesser number of A Preference Shares.

4.3.2 For the purpose of the following provisions of this paragraph 4.3:

{1)  a"Conversion Date" shall, except where sub-paragraph 4.3.6, 4.3.11 or
4.3.14 below applies, be 28 February, 31 May, 31 August and 30
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2)
(3)
(4)
(2a)
433 (1)
(2)

November in each year commencing on the date falling 28 days after
the date on which the accounts for the accounting period ending 31
March, 1991 shall have been audited and sent to holders of the A
Preference Shares and finishing on 31 May, 2000. Provided that if any
Conversion Date falls in any event on a Saturday, Sunday or a day
which is a public holiday in England such Conversion Date shall be the
next day which is not of such description;

a "Conversion Period” shall be the period of 28 days ending on a
Conversion Date or where sub-paragraphs 4.3.6, 4.3.11 or 4.3.14 below
apply, during the period specified therein;

a "Conversion Notice" means, in relation to any A Preference Shares
that in certificated form on any Conversion Date, a Certificated
Conversion Notice (as defined in sub-paragraph 4.3.3(1) of this Article
or, in relation to any A Preference Shares that are in uncertificated
form on any Conversion Date, an Uncertificated Conversion Notice (as
defined in sub-paragraph 4.3.3(2) of this Article); and

whether any A Preference Shares are in certificated form or
uncertificated form on a Conversion Date shall be determined by
reference to the Register as at the close of business on the relevant
Conversion Date or such other time as the Directors may {subject to the
facilities and requirements of the relevant system concerned) in their
absolute discretion determine.

In relation to any A Preference Shares that are in certificated form on
any Conversion Date the right to convert shall be exercisable on that
Conversion Date by completing the Notice of conversion endorsed on
the certificate relating to the A Preference Shares to be converted or a
notice in such other form as may from time to time be prescribed by the
Board in lieu thereof (a "Certificated Conversion Notice") and
delivering the same together with the relevant share certificate to the
Registrars for the time being of the company at any time during the
Conversion Period, together with such other evidence, if any, as the
Board may reasonably require to prove the title of the person exercising
such right.

In relation to any A Preference Shares that are in uncertificated form on
any Conversion Date, the right to convert shall be exercised (and
treated by the Company as exercised) on the Conversion Date if an
Uncertificated Conversion Notice is received as referred to below at
any time during the Conversion Period ending on that Conversion
Date. For these purposes, an "Uncertificated Conversion Notice" shall
mean a properly authenticated dematerialised instruction and/or other
instruction or notification received by the Company or by such person
as it may require in such form and subject to such terms and conditions
as may from time to time be prescribed by the Directors (subject
always to the facilities and requirements. of the relevant system
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concerned). The directors may, in addition, determine when any such
properly authenticated dematerialised instruction and/or other
instructions or notification is to be treated as received by the Company
or by such person as it may require for these purposes (subject always
to the facilities and requirements of the relevant system concemed).
Without prejudice to the generality of the foregoing, the effect of the
properly authenticated dematerialised instructions and/or other
instruction or notification referred to above may be such as to divest
the holder of the A Preference Shares concerned of the power to
transfer such A Preference Shares to another person. The Company
shall give to the holders of the A Preference Shares that are in
uncertificated form a form of Uncertificated Conversion Notice
prescribed by the Board not less than 28 days prior to the Conversion
Date next occurring after any A Preference Shares become
uncertificated.

(3)  ®A Conversion Notice once given may not be withdrawn without the
consent in writing of the Company. If the Board wish to prescribe some
form of Certificated Conversion Notice different from that endorsed on
the certificate relating to the A Preference Shares, 28 days’ prior notice
in any manner in which notice may lawfully be given of such change
must be sent, accompanied by a copy of the Certificated Conversion
Notice so prescribed to all the holders of the A Preference Shares.

4.3.4 A Preference Shares in respect of which the right to convert shall have been
duly exercised shall not rank for any fixed dividend in respect of the Dividend
Period in which the relevant Conversion Date falls. The Ordinary Share capital
to which any holder of A Preference Shares shall become entitled in
consequence of exercising his right to convert shall carry the right to receive
all dividends and. (unless any adjustment shall have been made under sub-
paragraph 4.3.10 or 4.3.11 below in respect thereof) other distributions
declared made or paid upon the Ordinary Share capital of the Company in
respect of the accounting reference period of the Company in which the
relevant Conversion Date falls but not in respect of any earlier period and shall
rank pan passu in all other respects and form one class with the Ordinary Share
capital of the Company then in issue and fully paid.

435 In relation to any A Preference Shares that in certificated form on their
Conversion Date, within 28 days after conversion, the Company shall forward
to each holder, free of charge, a definitive certificate for the appropriate
amount of Ordinary Share capital, credited as fully paid and a new certificate
for any unconverted A Preference Shares comprised in the certificate
surrendered by him and, if appropriate, a cheque in respect of any fractional
entitlement. In the meantime, transfers of such shares will be certified against
the Register. Unless the Board otherwise determine or unless the Regulations
and/or the rules of the relevant system concerned otherwise require, the
Ordinary Shares arising on conversion of any A Preference Shares which were

8 Amended by Special Resolution passed 31 July 2002
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in uncertificated form on the Conversion Date concerned shall be or shall be
issued (as appropriate) in uncertificated form and the cash value of any
fractional entitlements arising on such conversion will be forwarded to the
holder through the relevant system.

43.6 °In the event that 75 per cent or more of the A Preference Shares originally
issued shall have been converted or redeemed or purchased as herein
mentioned, the Company shall be entitled (by not more than six weeks’ and
not less than four weeks’ written notice which includes, subject to applicable
legislation, electronic communication) to require all holders (treating holdings
of the same holder or joint holders in certificated form and uncertificated form
as separate holdings, unless the Board otherwise determines) of the A
Preference Shares either to convert, on the expiry of such notice, all of their A
Preference Shares into Ordinary Shares at the Conversion Rate applicable on
the date of such notice (after making any appropriate adjustment pursuant to
sub-paragraphs 4.3.10, 4,3,11, 4.3.12 or 4.3.14 below) or, subject to the Act, to
agree to early redemption of such A Preference Shares on the expiry of such
notice and requiring holders to elect whether to convert or agree to redeem by
notice (which includes, subject to applicable legislation, electronic
communication) to the Company within two weeks of receipt of notice from
the Company. Upon the expiry of the period of two weeks after the said notice
the holders of the A Preference Shares who shall not have elected for
redemption (or, if redemption at the date of expiry of such notice would not be
lawful under the Act, all holders of A Preference Shares) shall be treated as
having exercised the right to convert in respect of their A Preference Shares on
the basis aforesaid and the provisions of this paragraph 4.3 relating to
conversion shall mutatis mutandis apply as if the date of such expiry were the
Conversion Date concerned. In the event that any holder shall serve notice
upon the Company agreeing to early redemption and such redemption may
lawfully be made on the date of such expiry the provisions of paragraph 4.4
below shall mutatis mutandis apply in respect of the A Preference Shares held
by such holder.

437 The Company shall use all reasonable endeavours to procure that all the
Ordinary Shares arising from conversion are as soon as practicable following
conversion permifted to be dealt in the Unlisted Securities Market or, if the
Ordinary Shares. of the Company are listed on The Stock Exchange at the
relevant time, shall use all reasonable endeavours to procure that all the
Ordinary Shares arising from conversion are admitted to the Official List by
the Council of The Stock Exchange and admitted to listing or the equivalent
on any other stock exchange or securities market on which the Company’s
Ordinary Shares are for the time being listed or traded.

4.3.8 Conversion of the A Preference Shares may be effected in such manner as the
Board shall from time to time determine (subject to the provisions of the Act)
and, without prejudice to the generality of the foregoing, may be effected by a
redemption of the A Preference Shares as set out below or by means of

s Article Amended by Special Resolution passed on 31 July 2002
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consolidation and sub-division as provided for below. In the case of a
conversion effected by means of the redemption of A Preference Shares the
Board shall effect redemption of the relevant A Preference Shares at par out of
profits of the Company which would otherwise be available for dividend or
out of the proceeds of a fresh issue of shares made for the purpose of such
redemption or in any other manner for the time being permitted by law
provided that the Board shall first have obtained all requisite authorities for the
purpose of enabling them to allot the Ordinary Shares which fall to be allotted
pursuant to this subparagraph 4.3.8 and/or to grant rights to subscribe therefor.
In the case of redemption out of such profits the A Preference Shares which
are due to be converted by redemption shall confer on the holder thereof the
right and obligation to subscribe for the appropriate number of Ordinary
Shares at the applicable Conversion Rate at such premium as shall represent
the amount (if any) by which the redemption moneys exceed the aggregate
nominal amount of the Ordinary Shares to which the holder is so entitled and
in any such case the Conversion Notice given by the holder of such A
Preference Shares shall be deemed irrevocably to authorise and instruct the
Directors to apply the redemption moneys payable to such holder in his name
in subscribing for the appropriate Ordinary Shares at such premium (if any) as
aforesaid. In the case of redemption out of the proceeds of a fresh issue of
shares the A Preference Shares which are due to be converted by redemption
shall confer on the holder thereof the right and obligation to subscribe and
shall authorise some person selected by the Directors to subscribe and pay for
as agent on the holder’s behalf the appropriate number of Ordinary Shares
(which authority shall include the right to borrow money for such purpose) at
the applicable Conversion Rate at such premium, as shall represent the amount
(if any), by which the redemption moneys exceed the aggregate nominal
amount of the Ordinary Shares to which the holder is so entitled. In any such
case, the Conversion Notice given by or relating to the holder of such A
Preference Shares shall be deemed irrevocably to authorise and instruct the
Directors to apply the redemption moneys payable to the holder in payment to
the said agent to be retained by him or, if applicable, in repaying any moneys
borrowed as aforesaid. Any allotment of Ordinary Share capital pursuant to
this sub-paragraph 4.3.8 shall be made within 14 days of the relevant
Conversion Date.

43.9 '“In the case of a conversion effected by means of consolidation and sub-
division, the requisite consolidation and sub-division shall be effected
pursuant to the authority given by the passing of the resolution to create the A
Preference Shares by consolidating into one share all the A Preference Shares
held by any holder or joint holders in respect of which a Conversion Notice
shall have been delivered (treating holdings of the same holder or joint holders
in certificated form and uncertificated form as separate holdings, unless the
Board otherwise determines) and sub-dividing such consolidated share into
such number of Ordinary Shares of 5p each (or such nominal amount as may
be appropriate as a result of any earlier consolidation or sub-division of
Ordinary Shares) as the holder is entitled to by virtue of the conversion (any

10 Article amended by special resolution passed on 31 July 2002
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fraction of an Ordinary Share arising being dealt with as below) and into one
Non-voting Deferred Share (of a nominal amount equal to the excess of the
nominal amount of the consolidated share over the aggregate nominal amount
of the Ordinary Shares (including any fraction) derived therefrom) having the
rights set out below. Any Non-voting Deferred Share will be in certificated
form (unless the Board otherwise determines).

The Non-voting Deferred Shares shall on a return of capital on winding-up or
otherwise entitle the holder only to the repayment of the amounts paid up on
such shares after repayment of the capital paid up on the Ordinary Shares and
the payment of £10,000 on each Ordinary Share and shall not entitle the holder
to the payment of any dividend nor to receive notice of or to attend or vote at
any General Meeting of the Company and such conversion shall be deemed to
confer irrevocable authority on the Company at any time thereafter to appoint
any person to execute on behalf of any holder of such Non-voting Deferred
Shares a transfer thereof (and/or an agreement to transfer the same) to such
person as the Company may determine as custodian thereof and/or to purchase
the same (in accordance with the provisions of the Act) in any case for not
more than Ip for all the Non-voting Deferred Shares without obtaining the
sanction of the holder or holders thereof and pending such transfer and/or
purchase to retain the certificate for such Non-voting Deferred Shares. The
Company may at its option at any time after the later of the creation of any
Non-voting Deferred Shares and three years after the conversion of A
Preference Shares in respect of which they arose redeem all of the Non-voting
Deferred Shares then in issue, at a price not exceeding lp for all the Non-
voting Deferred Shares redeemed, at any time upon giving the registered
holders of such shares not less than 28 days’ previous written notice (which
includes, subject to applicable legislation electronic communication) of its
intention so to do, fixing a time and place for the redemption and at such time
the Company shall pay the redemption monies (if any) to one of the registered
holders to be selected by lot.

43,10 ''Subject as provided below in this sub-paragraph 4.3.10, upon any allotment
of fully paid Ordinary Share capital pursuant to a capitalisation of profits or
reserves (including any share premium account and capital redemption
reserve) to Ordinary Shareholders on the Register on or prior to the final
Conversion Date, the number of Ordinary Shares to be issued in respect of A
Preference Shares converted on any Conversion Date being or following the
record date of such allotment shall be increased in due proportion. Holders of
A Preference Shares shall be notified in any manner in which notice may
lawfully be given within 14 days of any change in the basis of conversion. No
adjustment shall be made in the event of the issue of shares by way of
capitalisation of profits or reserves at the option of a holder of Ordinary Shares
in lieu of cash dividends.

1 Article amended by Special Resolution passed 1 July 2002
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43.11 "So long as A Preference Shares remain capable of being converted into
Ordinary Shares, then:

(1

)

3

43.12 (1)

If any offer or invitation (not being an offer falling within sub-
paragraph 4.3.14 below) is made or extended by way of rights or
otherwise to the holders of the Ordinary Shares the Company shall
make or extend, or so far as it is able, procure that there is made or
extended a like offer or invitation at the same time to each holder of A
Preference Shares as if his conversion rights (conferred by this
paragraph 4.3) had been exercisable and exercised in full at the
Conversion Rate then applicable and as if the Conversion Date for such
conversion had been immediately prior to the record date for such offer
or invitation;

If the Company is placed in liquidation the Company shall forthwith
give written notice (which includes subject to applicable legislation,
electronic communication) thereof to all holders of A Preference
Shares and each holder of A Preference Shares shall in respect of all or
any of his A Preference Shares be entitled within six weeks after the
date of the resolution for winding up the Company or (as the case may
be) after the date of the Order of the Court for the winding up elect to
be treated as if his conversion rights (conferred by this paragraph 4.3)
had been exercisable and had been exercised, at the Conversion Rate
then applicable immediately prior to the commencement of such
winding up and as if the Conversion Date for such conversion had been
immediately prior to such commencement and in that event he shall be
entitled to be paid in satisfaction of the amount due in respect of such
of his A Preference Shares as are to be treated as if converted a sum
equal to the amount to which he would become entitled in such
liquidation if he had been the holder of the Ordinary Shares to which
he would have become entitled by virtue of such conversion and he
shall not be entitled to be paid any arrears, deficiency or accrual of the
fixed dividend on such A Preference Shares whether or not such
dividend has been carned or has become due and payable. At the
expiration of the said period of six weeks, any outstanding A
Preference Shares shall cease to be capable of conversion;

If the Ordinary Shares shall be consolidated or sub-divided then the
number of Ordinary Shares to be issued on any subsequent conversion
of the A Preference Shares shall be reduced or increased pro rata
accordingly and if any doubt shall arise as to the number thereof the
certificate of the Auditors of the Company shall be conclusive and
binding on all concerned.

If the Consolidated EPS (as defined below) in respect of the financial
year of the Company ending on 31 March 1991 (and the Company

Article amended by Special Resolution passed 1 july 2002
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