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’•K•\ C r o w n  O f f i c e  « e i  .

I N  T H E  H I G H  C O U R T  O F  J U S T I C E  .

Q U E E N ' S  B E N C H  D I V I S I O N  

b e t w e e n  :
• R E G I N A

a n d  '

s e c r e t a r y  o f  s t a t e  F O R  T R A D E  

E X  P A R T E  E R I C  D A V I D  J A C O B S

X ,  G E R H A R D  A D O L F  W E I S S  o f  U 3  t h e  Q u a d r a n g l e  C a m b r i d g e

S c u a r e ,  L o n d o n  W . 2 .  MAKE O A TH  a n d  s a y  a s  f o l l o w s .

,  I  a m  a  f e l l o w  o f  t h e  I n s t i t u t e  o f  C h a r t e r e d

■ . E n g l a n d  a n d  H a l e s  h a v i n g  q u a l i f i e d  a s
A c c o u n t a n t s  i n  E n g l  ^

a  C h a r t e r e d  A c c o u n t a n t  i n  19*1 f .  i

P a s t  C h a i r m a n  a n d  p r e s e n t  C o u n c i l  M e m b e r  o f  b h e  I n s o l  

v e n c y  P r a c t i t i o n e r s  A s s o c i a t i o n .  I  a m  a  c o n s u  a

!  o f  t h e  i n s o l v e n c y  L a w  R e v i e w  C o m m i t t e e  u n d e r  t h e

h o  o f  S i r  K e n n e t h  C o r K ,  G . B . E . .  s e t  u p  b y  t h e  
C h a i r m a  C h a i r m a n  o f
S e c r e t a r y  o f  S t a t e  l o i  ai

t h a t  c o m m i t t e e ' s  A c c o u n t a n t s  P a n e l .  _

2  I  h a v e  b e e n  a  P a r t n e r  i n  t h e  f i r m  o f  W . H . C o r k

G u l l y  A C o . ,  s i n c e  1 9 5 M  a n d  a m  n o w  a l s o  a  P a r t n e r  i n

t h e  f i r m  o f  C oo p e rs  & L y b r a n d .  I  h a v e  s p e c i a l i s e d  i  

I n  I s p e c t s  O f  i n s o l v e n o ,  I n c l u d i n g  R e c e i v e r s h i p s  a n d

L i q u i d a t i o n s  s i n c e  1 9 5 2 .

,  I  h a v e  h a d  c o n s i d e r a b l e  e x p e r i e n c e  i n  a t t e m p t i n g

t  j u d g e  W h e th e r  t h e  b u s i n e s s  o f  a  c o m p a n y  o r  a  p a r t i c u l a r

f  , 5 3  b u s i n e s s  I s  e c o n o m i c  a s  a  g o i n g  c o n c e r n  
p a r t  o f  ^  3 3  a  s e p a r a t e  b u s i n e s s .

W h L ' a ' R e L l v e r  a n d  M a n a g e r  i s  a p p o i n t e d  t o  a  c o m p a n y  

T h L h  I S  s t i l l  o p e r a t i n g  a  b u s i n e s s  i t  w i l l  i n v a r i a b l y  b e  

h i s  f i r s t  f u n c t i o n  t o  c o n s i d e r  w h e t h e r  t h a t  b u s i n e s s  c a n

b e  s o l d  a s  a  g o i n g  o o n e e r n .  I f  t h e  R e c e i v e r

t h a t  f o r  o n e  r e a s o n  o r  a n o t h e r  t h i s  m a y  n o t  b e  p o s s i b l  , 
t h a t  f o r  o n e  r  ^  p u r c h a s e r

e i t h e r  b e c a u s e  i t  i s  x i t t e j - y  ^
^  n f  i t  a r e  o b v i o u s l y  u n e c o n o m ic ,  i t

i r : : : :  : r : x r e : r e d “ : f ^ m  t o  e x a m m e

t h e  p o s s i b i l i t y  o f  t r y i n g  t o

: r i r a r a " : r n r r e r r s : : ;  : : U o n s  a s  n e  m a y  c o n s i d e r  

e co n o m ic  a n d  s a l e a b l e .

, ’ ' f  t h i s  e x e r c i s e  t h e  R e c e i v e r  w i l l
H F o r  t h e  p u r p o s e  o f  t h i s  e x e r c x s  ^ ^  .

* ' . _ _ cj a *1 m a v  b e  a v a i l a b l . e .

M l
:]j
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I n  t h e  c a s e  o f  t h e  d i s p o s a l  o f  a  p a r t  o f  a  b u s i n e s s  

o f  a  c o m p a n y  t h e  r e c o r d s  m a y  n o t  b e  s u c h  a s  t o  d i s ­

c l o s e  a l l  t h e  i n f o r m a t i o n  w h i c h  a  R e c e i v e r  w o u l d  

i d e a l l y  w i s h  t o  h a v e .  H e  m a y  h a v e  t o  m a k e  c e r t a i n  

a s s u m p t i o n s  a b o u t  s u c h  m a t t e r s  a s  t o  a l l o c a t i o n  o f  

o v e r h e a d s  a n d  o t h e r  c o s t s  t o  t h e  b e s t  o f  h i s  a b i l i t y ,

5 .  T h e  R e c e i v e r  w i l l  e n d e a v o u r  t o  f o r m  a  v i e w  a b o u t

w h e t h e r  t h e  b u s i n e s s  o r  p a r t  o f  t h e  b u s i n e s s  i s  

e c o n o m i c  a s  a  g o i n g  c o n c e r n  b y  l o o k i n g  a t  t h e  r e c o r d s  

o f  p a s t  t r a d i n g  a n d  u s i n g  t h e m  t o  m a k e  a n  a s s e s s m e n t  

o f  f u t u r e  p r o f i t a b i l i t y .  I t  i s  i n  m y  o p i n i o n  u n ­

r e a l i s t i c  t o  b a s e  o n e ' s  a s s e s s m e n t  e n t i r e l y  u p o n  t h e  

p e r f o r m a n c e  o f  t h e  b u s i n e s s  d u r i n g  t h e  p a s t  y e a r ,  

h a l f - y e a r  o r  a n y  p a r t i c u l a r  p e r i o d .  I t  i s  n e c e s s a r y  

t o  e x a m i n e  t h e  h i s t o r y  o f  t h e  b u s i n e s s  f o r  s e v e r a l  

y e a r S j  c o n s i d e r  w h e t h e r  t h e  r e s u l t s  i n  a n y  p a r t i c u l a r  

p e r i o d  a r e  a t t r i b u t a b l e  t o  c a u s e s  w h i c h  a r e  u n l i k e l y  

t o  p e r s i s t  i n  t h e  f u t u r e  a n d  t h e n  f o r m  a  v i e w  a b o u t  

w h e t h e r  t h e  b u s i n e s s  i s  l i k e l y  t o  b e  p r o f i t a b l e .

6 .  D i f f e r e n t  v i e w s  m a y  b e  h e l d  o n  w h e t h e r  a  b u s i n e s s

i s  e c o n o m i c  a s  a  g o i n g  c o n c e r n  b e c a u s e  o w n e r s  m a y  

d i f f e r  i n  t h e  e x t e n t  t o  w h i c h  t h e y  a r e  w i l l i n g  t o  

a c c e p t  s h o r t - t e r m  l o s s e s  i n  t h e  e x p e c t a t i o n  o f  m e d i u m  

o r  l o n g - t e r m  p r o f i t s ,  b u t  i n  m y  o p i n i o n  a  b u s i n e s s  

c a n  c e r t a i n l y  b e  c o n s i d e r e d  e c o n o m i c  a s  a  g o i n g  c o n ­

c e r n  i f  i t s  c o n t i n u a n c e  i s  u n l i k e l y  t o  i n v o l v e  t h e  

i n j e c t i o n  o f  s u b s t a n t i a l  s u m s  o f  c a s h  t o  f i n a n c e  

l o s s e s  i n  t h e  s h o r t - t e r m  a n d  i f  t h e  b u s i n e s s  i s  l i k e l y  

t o  p r o d u c e  a  p r o f i t  ( c a l c u l a t e d  a c c o r d i n g  t o  n o r m a l  

a c c o u n t i n g  p r i n c i p l e s )  i n  t h e  m e d i u m  t e r m . , I t  m a y  

b e  f o r  e x a m p l e  t h a t  a  b u s i n e s s  i s  c u r r e n t l y  m a k i n g  a  

l o s s ,  c a l c u l a t e d  a c c o r d i n g  t o  n o r m a l  a c c o u n t i n g  

p r i n c i p l e s ,  w h i c h  m a k e  a  p r o p e r  p r o v i s i o n  f o r  d e p r e ­

c i a t i o n .  B u t  p r o v i s i o n  f o r  d e p r e c i a t i o n  d o e s  n o t  

i n v o l v e  t h e  e x p e n d i t u r e  o f  e a s h  a n d  s u c h  a  b u s i n e s s  

i s  i n  m y  o p i n i o n  e c o n o m i c  a s  a  g o i n g  c o n c e r n ,  i f  i t  

i s  l i k e l y  i n  t h e  m e d i u m  t e r m  t o  g e n e r a t e  e n o u g h  

i n c o m e  t o  p r o d u c e  a  p r o f i t  c a l c u l a t e d  a c c o r d i n g  t o  

n o r m a l  a c c o u n t i n g  p r i n c i p l e s ,  ■
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7 . I n  o r d e r  t o  e n a b le  me t o  e x p re s s  a v ie w  i n  t h i i  

ca se  I  i ia v e  examined.; th e  f o l l o w i n g  d o c u m e n ts  w h ic h  

a re  now p ro d u c e d  and shown t o  me as e x h i b i t s : -

( a )

( c )

Id)

I n f o r m a t i o n  memorandum is s u e d  by SG W a rb u rg  

t o  a p p ro v e d  p r o s p e c t i v e  p u r c h a s e r s  o f  a l l  o r  

p a r t  o f  T im e s  W ewsnapers L im i t e d  (* * th e  

W a rb u rg  Memorandum* ) (GAW s) .

Management a c c o u n ts  o f  T im e s  N ew sp a pe rs  L i m i t e d  

f o r  t h e  m on th  and y e a r  ended 3^ D ecem ber 1980 

( " t h e  1 9 8 0  u n a u d i t e d  a c c o u n t s " )  (GAW 2 ) .

a c o m p a r a t iv e  s ta te m e n t  p re p a re d  by T im e s  

N ew spape rs  L i m i t e d  o f  th e  u n a u d i te d  f i n a l  .

1 9 8 0  r e s u l t s  ( d r a f t )  and th e  f o r e c a s t  i n  

th e  W a rb u rg  Memorandum (GAW 3)«

d r a f t  management p la n  f o r  The Sunday T im e s  

( i n c l u d i n g  m a g a a in e )  f o r  1981 and 1982 (GAW 4 ) .

I  h a ve  a l s o  c o n s id e r e d  th e  w e e k ly  management a c c o u n t s  

o f  The Sunday T im es  and Sunday T im e s  M a g a z in e  f o r  J u l y  

t o  2 1 s t  Decem ber* I 9 6 0 ,  t h e  m o n th ly  r e p o r t s  t o  t h e  

B o a rd  o f  T im e s  N ew sp a pe rs  L td  and th e  r e s u l t s  o f  t h e  

Sunday T iroes ( i n c l u d i n g  m a g a z in e )  f o r  A u g u s t  t o  

D ecem ber I 9 8 O and v a r i o u s  o t h e r  i n f o r m a t i o n  memoranda 

and d i s c u s s i o n  p a p e rs  c o n c e r n in g  th e  1980 r e s u l t s  and 

ca sh  f l o w  and th e  p r o s p e c t s  f o r  1 9 8 I .  These  d o c u m e n ts  

a re  n o t  s p e c i f i c a l l y  r e f e r r e d  t o  i n  t h e  r e m a in d e r  o f  

t h i s  a f f i d a v i t .  -

8 .  I. have  n o te d  th e  d i s c l a i m e r  i n  t h e  I n t r o d u c t i o n

t o  th e  W a rb u rg  Memorandum and th e  1 9 8 O a c c o u n ts  t o  

w h ic h  I  have  r e f e r r e d  re m a in  u n a u d i t e d .  B u t  I  l i a v e  

t o  fo rm  an o p in i o n  upon th e  a v a i l a b l e  m a t e r i a l  and so

f a r  as I  am a w a re ,  more 

a v a i l a b l e  t o  a n y o n e .

j r e c i s e  f i g u r e s  have  n o t  been

9 T h is  i n f o r m a t i o n  i n c l u d e d  d e t a i l s  o f  t h e  t r a d i n g

r e s u l t s  o f  The Sunday T im e s  and Sunday T im es  m a g a z in e  

( r e f e r r e d  t o  i n ’ t h e . f o l l o w i n g  p a ra g ra p h s  as "T h e  Sunday
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T im es '*  )b a s e d  on t h e i r  a d v e r t i s i n g  and c i r c u l a t i p n  

r e v e n u e s ,  c o s t s  d i r e c t l y  i n c u r r e d  by them o r  a l l o c a t e a  

f r o m  common "N e w s p a p e r ”  d e p a r tm e n ts  ( p r o d u c t i o n  

m a n ag e m e nt, m a r k e t i n g ,  a d v e r t i s i n g ,  s a le s  s u p p o r t )  and 

an a p p o r t i o n m e n t  o f  th e  o v e rh e a d  c o s t s  o f  T im e s  n e w s­

p a p e rs  L i m i t e d ,

The a p p o r t i o n m e n t  o f  o v e rh e a d  c o s t s  o f  T im e s  N ew sp a pe rs  

L i m i t e d  b e tw e e n  th e  v a r i o u s  t i t l e s  i s  baaed on f i x e  

p e r c e n ta g e s  w h ic h  w ere  d e te r m in e d  i n  1975 by r e f e r e n c e  

t o  t h e  sp a c e  o c c u p ie d  by each  t i t l e  o r ' t h e  p r o d u c t i o n  

l e v e l s  o r  num ber o f  e m p lo y e e s  i n v o l v e d .  I t  i s  n o t  

p o s s i b l e  t o  d e te r m in e  f ro m  th e  I n f o r m a t i o n  a v a i l a b l e  

w h e th e r  t h i s  a l l o c a t i o n  i s  r e a s o n a b le  o r  w h a t  i n c r e a s e s  

o r  r e d u c t i o n s  w o u ld  r e s u l t  f r o m  th e  s e p a r a te  p u b l i c a t i o n  

o f  The Sunday T im e s ,  T h e re  i s  no m a t e r i a l  upon w h ic h  

one c o u ld  fo rm  th e  o p i n i o n  t h a t  s e p a r a te  p u b l i c a t i o n  

w o u ld  r e s u l t  i n  o v e rh e a d s  g r e a t e r  th a n  th o s e  p r e s e n t l y  

a l l o c a t e d  t o  th e  Sunday T im e s ,

10 , An e x a m in a t io n  o f  th e  above  m e n t io n e d  i n f o r m a t i o n  

show s t h a t  a c c o r d in g  t o t h e  Management A c c o u n ts  The 

S unday  T im e s  can be r e g a r d e d  as  h a v in g  made a p r o f i t  

o f  £ 6 8 5 , 0 0 0  f o r  th e  c a le n d a r  y e a r  1 9 8 0  b e f o r e  t a k i n g  

i n t o  a c c o u n t  ( a )  incom e  f ro m  o t h e r  s o u rc e s  (b ) .  i n t e r e s t  ^

on c a p i t a l  e m p loyed 'c )  d e p r e c i a t i o n , now

i ^ B v i f G A . W  S}  c 3.X c X s ^ o np ro d u c e d  and shown t o  me m arkea  o ;  ^

s h o w in g  how t h i s  f i g u r e  i s  d e te r m in e d .

I K  Incom e f ro m  o t h e r  s o u rc e s  w h ic h  can  be r e g a r d e d

a s ' r e a s o n a b l y  a t t r i b u t a b l e  to  The Sunday T in e s  t o t a l s

£ 7 5 2 , 0 0 0  w h ic h  i s  made up o f  : -
Revenue T r a d in g  p r o f i t

£ ' 0 0 0  £ ^ 0 0 0

t  1 562 ^ ^ 7G u a r d ia n  c o n t r a c t  ' ■
. , 0 5 6  3 O0S e l e c t i v e  M a r k e t p la c e  »

752

The incom e  f ro m  th e  G u a r d ia n  c o n t r a c t  c o m p r is e s  p a ym e n ts  

f o r  t h e  week day  use  o f  t h r e e  o f  The Sunday T in e s  p r e s s e s  

and i s  d i s c l o s e d  s e p a r a t e l y  i n  t h e  m anagement a c c o u n t s .

The inco m e  f r o m  S e l e c t i v e  M a r k e t p la c e  has  been assumed 

r e a s o n a b ly  t o  r e l a t e  s o l e l y  t o  The Sunday T im e s .  S e l e c t i v e
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 ̂ nacrp 12  o f  th e  W arbuTg
M a r k e t p la c e  i s  e x p la in e d  o p g , . ”
Mei^orandum and i s  a lm o s t  e n t i r e l y  a s s o c a a

j  T>-imoc5 The inco m e  has been c a l c u l a t e d  
The Sunday T im e s .  The i n c o  W a rb u rg
nn th e  b a s i s  o f  th e  re v e n u e  f o r e c a s t  i n  th e  W a rb u rg  
on th e  o a s is  i t  m a r g in .  The ^
i n f o r m a t i o n  memorandum and a 1 0 /* p

r>r%nt e a rn e d  i s  l i k e l y  t o  have  been a c t u a l  n e t  p r o f i t  e a rn e a  ^
h ig h e r  th a n  th e  £ 3 0 5 , 0 0 0  show n.

,2  o n  t h e  b a s is  o f  t h e  a s s u m p t io n s  i n  p a ra g ra p h

n ' t h e  p r o f i t  e a rn e d  by The Sunday T im e s  w o u ld  be

in c r e a s e d  t o  £ 1 , 4 3 7 , 0 0 0 .

■|3 I n t e r e s t  on w o r k in g  c a p i t a l  i s  c a l c u l a t e d  f

' oedP t h i s  s t a te m e n t  on an a s s e s s m e n t  o ft h e  p u rp o s e  o .  t h i s  s l

w h a t w o u ld  r e a s o n a b ly  be r e q u i r e d  f o r  ^u n  y

as a s e p a r a t e  o p e r a t i o n .  We have  ta k e n  t h i s  as
ss^ocks o f  n e w s p r in t  and c o n -  • m e a n in g  t h a t  f o u r  weeks s t .o cks

• that* d e b to r 's *  a c c o u n tsw o u ld  be c a r r i e d  and t h a t  ^
su m a b le s  w ou iQ  u w e e k s ,  w h e re a s
M o u ld  be p a id  a f t e r  an a v e ra g e  o f  e i g h t  weelcs

i t s  own c r e d i t o r s  a f t e r  f o u r  
t h e  company w o u ld  pay i t  p e a u i r e m e n t

n r i t fn iv p s  a n e t  w o r k in g  c a p i t a l  r e q u i r e m e n t  uppUq T h i s  i n v o l v e s  a sset o
' I f  t h ’ s has t o  be b o r ro w e d  on c u r r e n to f  f*7 2  m i l l i o n .  ohm-s uao
' • 1- op*;! r a t e  o f  l67o p e r  annum may h ave  t oa c c o u n t , a n  i n t e r e s t  r a t e  o i  /

be a p p l i a h .

pp, 1 o u l a t i n g  an i n t e r e s t  l i i  F o r  th e  p u rp o s e s  o f  c a l c u i a i m f e

c h a rg e  on f i x e d  c a p i t a l  I  have  assumed a f i x e  cap
o ••s i- ico  f i g u r e  shown i n  t h e

r e q u i r e m e n t  o f  £7 « H i ° h .  ^he  f i g u  
W a rb u rg  i n f o r m a t i o n  memorandum f o r  t h
o f  T im ea  N ew spape rs  L i m i t e d ' s  f i x e d  a s s e t s  fu n d s  ^ 

t o  £5 m i l l i o n  e q u i t y  and £2 m i l l i o n  lo a n  cap  ^
• „  w n n ld  O b v io u s ly  b r i n g  a c o r r e s p o n d in gh i g h e r  g e a r i n g  w o u ld  o b v i  y

m o r e a s e  i n  t h e  i n t e r e s t  c h a rg e  r e l a t i n g  t o  f i x e
!  1 NO d e d u c t io n  has  been  made f o r  f i x e d  a s s e t s  

c a p i t a l .  No d e d u c t  a lo n e  and t h e
M h lo h  m ig h t  be a t t r i b u t e d  t o  The 
a c t u a l  r e q u i r e m e n t  m ig h t  t h e r e f o r e  be e s s .  
c o m p e n s a te  f o r  any In c r e a s e  i n  o v e rh e a d  a l l o c a t i

W h ich  m ig h t  be n e c e s s a ry  i n  v ie w  o f  wha s

p a r a g r a p h  9

.C nn th e  b a s i s - o f  t h e  c a l c u l a t i o n s  i n  p a r a g r a p h s
^ a i  i n t e r e s t  r e q u i r e m e n t  f o r  

1-3 and 14 above  th e  t o t a l  i n t
! o  The Sunday T im e s  w o u ld  h ave  been  1980 a t t r i b u t a b l e -  t o  The 5 una y ,

1 • i . •'I,. -- •’

f m k
f M
iK-
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e r s£ 1 , 4 0 0 , 0 0 0 .  W h i l s t  i t  i s  known t h a t  T iroes 

L i r o i t e d  do n o t  pay any i n t e r e s t  on a d v a n c e s  

p a r e n t  company i t . i s  r e c o g n is e d  t h a t  i n  c o n s i d e r i n g  

th e  e c o n o m ic  v i a b i l i t y  o f  an o r d i n a r y  c o ro ro e rc ia l  ■ 

b u s in e s s  s t a n d in g  on i t s  own th e  r e q u i r e m e n t  t o  pay 

i n t e r e s t  c a n n o t  be o v e r lo o k e d .  The n o t i o n a l  i n t e r e s t  

w i l l  t h e r e f o r e  re d u c e  th e  p r o f i t  t o  £ 3 7 , 0 0 0 .

16. I n  oiy o p i n i o n  a p o t e n t i a l  p u r c h a s e r  o f  th e  

Sunday T im e s ,  i f  he had r e g a r d  t o  t h e ,  1 9 8 O f i g u r e s  

a t  a l l ,  w o u ld  c o n s id e r  t h i s  p o s i t i o n ,  t h a t  i s  b e fo r e  

a n y t h i n g  i s  c h a rg e d  f o r  d e p r e c i a t i o n ,  as an i m p o r t a n t  

f e a t u r e  i n  a r r i v i n g  a t  a d e c i s i o n .  An a d e q u a te  c h a rg e  

f o r  d e p r e c i a t i o n  i s  o b v io u s l y  o f  v i t a l  i r o p o r ta n c e  and 

I  do n o t  s e e k  h e re  t o  d e c r y  i t .  On th e  o t h e r  hand a 

b u y e r  o f  a b u s in e s s  w h ic h  he t h i n k s  i s  r u n n in g  and may 

c o n t i n u e  t o  r u n  a t  a l o s s  u n t i l  he has had an o p p o r t u n i t y  

uO r e —o r g a n i s e  i t  t o  a p r o f i t a b l e  b a s i s ,  w i l l  I n i t i a l l y  

l o o k  a t  h i s  s h o r t - t e r m  ca sh  r e q u i r e m e n t s  r a t h e r  th a n  a t  

a p r o f i t  o r  l o s s  a r r i v e d  a t  on p r o p e r  and o r t h o d o x  
a c c o u n t in g  p r i n c i p l e s .

1 7 , O b v io u s l y  no r a t i o n a l  p u r c h a s e r  w i l l  buy a 

b u s in e s s  u n le s s  he r e g a r d s  i t  as an e co n o m ic  and p r o ­

f i t a b l e  p r o p o s i t i o n  i n  th e  l o n g  r u n .  H o w e v e r ,  f o r  th e  

p e r i o d  p e n d in g  r e - o r g a n i s a t i o n  I  am o f  t h e  o p in i o n  

t h a t  d e p r e c i a t i o n  can be l e f t  o u t  o f  a c c o u n t .  I f  any 

m a jo r  i t e m s  r e q u i r e  r e p la c e m e n t  w i t h i n  t h e  f i r s t  y e a r  

o r  tw o  t h e s e  w i l l  i n  any e v e n t  r e q u i r e  a d d i t i o n a l  

c a p i t a l  o r  b o r r o w in g  and w o u ld  n o t  h ave  been a l lo w e d  

f o r  by a n o rm a l  d e p r e c i a t i o n  c h a r g e .  Such c h a rg e ,  

w h i l e  h a v in g  t o  be made, need n o t  i n  my v ie w  be r e g a r d e d  

as an i m p o r t a n t  c o n s i d e r a t i o n  f o r  im m e d ia te  and s h o r t ­

te rm  p u r p o s e s .

iC ,  F o r  th e  p u rp o s e  o f  a l o n g e r  te rm  c o n s i d e r a t i o n  

o f  t h e  p o s i t i o n  I  c o n s id e r  i t  r e a s o n a b le  t o  assume a 

c h a rg e  f o r  d e p r e c i a t i o n  f o r  The Sunday T im e s  a lo n e  

e q u i v a l e n t  t o  T N L 's  f u l l  d e p r e c i a t i o n  c h a rg e  o f  

£ 1 ,3 ? 3 fO O O . As I  have s a id  i n  p a ra g ra p h  14 i n  r e l a t i o n  

t o  i n t e r e s t  i t  i s  n o t  a p p a r e n t  f ro m  th e  i n f o r m a t i o n  

a v a i l a b l e  how much o f  t h i s  r e l a t e s  t o  f i x e d  a s s e t s  w h ic h  

r e l a t e  w h o l l y  t o  The T iroes and w o u ld  n o t  be r e q u i r e d  by
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n*

a s e p a r a te  Sunday T im es and c o n s e q u e n t l y  t h i s  d e p r e -  , 

c i a t i o n  c h a rg e  may be o v e r  p r u d e n t .

19, A d ju s t e d  on t h i s  b a s is  th e  f i n a l  l o s s  a t t r i ­

b u t a b le  t o  The Sunday T iroes a lo n e  f o r  th e  y e a r  1980 

b u t  s u b j e c t  t o  a l l  t h e  q u a l i f i c a t i o n s  made above  and 

based  s o l e l y  on a r a p id  e x a m in a t io n  o f  th e  i n f o r m a t i o n  

made a v a i l a b l e  as l i s t e d  i n  p a ra g ra p h  7 a b ove  w o u ld  

be £ 1 , 2 3 6 , 0 0 0 .

&

II
i i y

rtis

2 0 .  As I  h ave  s a id  i n  p a ra g ra p h s  9 t o  6 t h e  f a c t  

t h a t  su ch  a l o s s  has been i n c u r r e d  d u r i n g  t h i s  y e a r  

does  n o t  n e c e s s a r i l y  d e te r m in e  w h e th e r  The Sunday 

T im e s  i s  e c o n o m ic  as a g o in g  c o n c e r n .  B e s id e s  th e  

q u e s t i o n a b le  r e le v a n c e  o f  d e p r e c i a t i o n  i n  th e  s h o r t ­

t e r m ,  t h e  n o t i o n a l  l i a b i l i t y  f o r  i n t e r e s t  d e pends  

e n t i r e l y  up on  th e  a s s u m p t io n  one roakes a b o u t  t h e  sums 

w h ic h  w o u ld  h ave  t o  be b o r ro w e d  as opposed  t o  s u b s c r ib e d  

as e q u i t y  c a p i t a l .  I n  my o p in i o n  th e  m os t s i g n i f i c a n t  

q u e s t i o n  i s  th e  e s t im a t e  o f  th e  f u t u r e  p r o f i t a b i l i t y

o f  The Sunday T im e s .  U n t i l  t h e  c l o s u r e  i n  1979 i t  had 

c o n s i s t e n t l y  t r a d e d  as a p r o f i t a b l e  n e w s p a p e r .  I n  

1977 i t  made a p r o f i t  ( b e f o r e  i n t e r e s t )  o f  £ 2 ,2 7 8 ,0 0 0  

and i n  th e  11 m o n th s  t o  th e  3 0 th  Novem ber 1979 i t  made 

a p r o f i t  ( a l s o  b e f o r e  i n t e r e s t )  o f  £ 2 , 8 5 0 , 0 0 0 ,  re d u c e d  

t o  £ 6 ^ 5 ,0 0 0  by th e  December s h u td o w n .  T h e re  i s  

e v id e n c e  i n  t h e  a f f i d a v i t  sw o rn  by Mr J a c o b s  i n  th e s e  

p r o c e e d in g s  t o  s u g g e s t  t h a t  1980 was an e x c e p t i o n a l  

y e a r  o f  r e c o v e r y  f ro m  th e  c l o s u r e  d u r i n g  roost o f  1979 .

2 1 .  The f o r e c a s t  i n c lu d e d  i n  th e  W a rb u rg  i n f o r m a ­

t i o n  memorandum f o r  1981, 1982 and 1983 i n d i c a t e  . 

p o t e n t i a l  p r o f i t s  f o r  th o s e  y e a r s  o f  £ 5 ,9 2 1 , 0 0 0 ,  

£ 1 3 ,2 4 0 ,0 0 0  and £ 1 4 ,4 9 5 ,0 0 0  r e s p e c t i v e l y  b e f o r e  t a k i n g  

i n t o  a c c o u n t  in co m e  f ro m  o t h e r  s o u r c e s ,  i n t e r e s t  and 

d e p r e c i a t i o n .  On t h i s  b a s i s ,  i t  m ig h t  be e x p e c te d  

t h a t  s u b s t a n t i a l  p r o f i t s  w o u ld  be e a rn e d  i n  e ach  o f  

th e s e  y e a r s  even  a f t e r  t a k i n g  i n t o  a c c o u n t  i n t e r e s t  

and d e p r e c i a t i o n  and t h a t  t h e r e  w o u ld  be a p o s i t i v e  

c a s h  f l o w .

2 2 ,  I  u n d e r s ta n d  f ro m  th e  r e p o r t s  and n o te s  s u p p o r t i n g  

W a rb u rg  f i g u r e s  t h a t  th e  e s t im a t e s  f o r  1981 , 1982 

and 1 9 8 3  have  been p re p a re d  on th e  b a s is  o f  c e r t a i n
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a s s u m p t io n s  = r e d u c t i o n s

. ) m a n n in g  ana and
p o i in * « .» 5

• ^ _„r.(ssSl'^G prj.s-,j. lb y „,.i-fsc,
(fe) a g g ie s  « l o s s e s  due t o  d i s p u . e s .no p r o d u c t i o n  lo s s e

t-Q 3 ay w h e th e r  o r  n o t
I t  i s  d i f f i c u l t  f o r  as  ̂ ^ n o t e ,  t h a t

th e s e  a s s u m p t io n s  -  p ro d u c e d  by The Sunday
t h e  d r a f t  managemer. ^P S e p te m b e r 1980 >*:

«T' ■ oes FTCeCUtiVe  ̂ b u t•Jiffies . .

shov4S

ve CoPs®*i' ’-'0 lo w e r  b u ta re  s o s e w n a t  lo w e i
f i g u r e s  w h ic h   ̂ p r o f i t

snows F * -----  S in c e  t h e n ,  u.. f ^
tr» y> rhe le ss  s u b s .a n  ■” ' K,npn e n c o u r a g in g *n e v e r tn e i« < ^  . . .c a r te r  have  been

r n r  t h e  l a s t  q u a ru o i  Qnndav T iroesf i g u r e s  f o r  uu.- Sunaav

« e  o o n e x u s lo n  1  Z ; ; : i t a b l e  i n  th e  medium

IS  l i k e l y  t o  be f i t  l i k e l y  t o  be
t , f «  a l t h o u g h  th e  p f e d l c t e d  u i t h  any

e a rn e d  i n  1981 ^ „ f „ „ . t i o n  on how

ŷ -’ ra c Y  u n t i l  u»»ere • wiemorandutr! a rea c c u r a c y  * W a rb u rg  ^^ernor
f a r  t h e  a s s u m p t io n ^  i n  ,

. t.* ®
l i k e l y  t o  be ..us

- „ h  a s s u m p t io n s - ,  1  c o n s ia e r

2 9 . 0 "  ^ h e se  “ S " ” "  as  a g o in g  c ° n « " '
t h a t  The Sunday T im e s  i s  ed , , t t a l n l y  c o u ld  n o t

and as  a s e p a .*a tc  as a g o in g  e o n -
he s a t i s f i e d  t h a t  U  „ f  „ „ e s

On th e  c o n iw ra ry ,   ̂ ^  c l o s e  down ih e
. -i-rod and d e c id e d  vO j j f g p o s eL i r o i t e u  u a .  , .j i- and t r y i n g  vu

NewspdP'-^® „  Q ^ t i n u i n g  u---
, rr>gmpci i n s t e a d  o i  * nyr,*:pt a c la i f f iSunday T iro© - s h o u ld  e x p e c t  a
. .  ..o a R o in g  c o n c e i . * ,o f  I t  as a go b ^ r e c e i v e r .
. roe f o r  n e g i - g e n ua g a i n s t  me i  ------------------------------------------------

SWORN AT

. day o f  F e b ru a ryt h i s  f t n  u d i

efore  me

)
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)
)
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