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Cengage Learning (EMEA) Limited Registered number: 00903535

Strategic report

The directors present their strategic report on Cengage Learning (EMEA) Limited (“the company”) for the
year ended 31 March 2020.

Review of the business :

The principal activity of the company continued to be the provision of high quality content, innovative
print and digital teaching and learning solutions, software and associated educational services, archives
and databases. These are provided in the Europe, Middle East and Africa regions through the adaptation
of Cengage Learning (US) products and the publication of indigenous content and other learning related
products developed with local authors.

Results and performance

- The results for the financial year and financial position are set out on pages 10 and 11 and show profit
and total comprehensive income of £4,175,000 (2019 - £5,227,000). The shareholders’ funds total
£26,697,000 (2019 - £22,522,000).

Turnover was lower by 1.9% compared to the prior year, primarily due to the initial impact of COVID-19
on sales in March 2020. Earnings before interest, tax, depreciation & amortization less capital expenditure
(a key performance indicator) decreased by 14.9% and net profit before tax has decreased by 19.6% both
largely as a result of lower than expected sales and increased bad debt and returns provisions due to
CovID-19.

The company closely controls overheads and continues to monitor its sales, operational and
administration groups to ensure that the most efficient operational structure is maintained, and that new
investments are strategically targeted.

Business environment .

In the majority of our markets, conditions remained a challenge. University enrolments in core Western
European markets are increasing, but slowly, and public spend on education and libraries is subject to
budgetary pressures. Economic & political difficulties in countries where Cengage Learning (EMEA) Limited
maintains material revenue bases continue to provide a challenge to winning new business.

The impact of COVID-19 on the company's operational and financial performance will depend on future
developments, including the duration and spread of the outbreak, impact on our customers and our sales
cycle, and impact on our partners or employees, all of which are highly uncertain and cannot be accurately
predicted. As of 31 March 2020, the COVID-19 impact on our results was modest. However, it provides no
insight into prospects for the key autumn selling season, given where we are in the academic cycle. At this
point, we do not know with any precision what the impact of COVID-19 will be in the autumn. We, together
with our customers, face acute uncertainty around student enrolment.

Against this, we see opportunities to accelerate the transition to digital in support of our customers and,
beyond that, for retraining or reskilling in response to increased unemployment. We plan to take
advantage of these two tailwinds with our digital solutions and other products and services.

Going Concern

COVID-19is likely to have a material impact on the company's future turnover and results. The risks and
mitigating actions that the company have taken with regard to COVID-19 are detailed above in "Business
environment” and below in “Principal risks and uncertainties”. The company closely manages and
monitors cashflows in order to ensure that it can continue as a going concern. Longer term forecasts are
prepared and reviewed regularly, as the COVID-19 business environment continues to develop, taking
account of reasonably possible changes in trading performance. Ali of these forecasts indicate that the
company can continue as a going concern.
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Strategic report (continued)

Key performance indicators (KPIs)
The directors use a range of basic key performance indicators to measure the performance of the
business. The main KPis are set out below.

Year ended Yearended Year ended
31 March 31 March 31 March

2020 2019 2018
Turnover £'000 54,447 55,506 59,404
Gross profit margin % 44 46 44
Earnings before interest, tax, depreciation &
amortization less capital expenditure £'000 6,270 - 7,369 6,671
Digital sales % of total sales % 36.6 36.7 321

Gross profit percentage decreased compared to 2019 as a result of increased inventory and returns
provisions as a result of COVID-19 impacts.

Digital sales include the sale of E Books, provision of content online and other methods of delivering
content other than by traditional printed means. The 2020 percentage of sales is consistent with 2019 and
management are satisfied with the long-term progress made on this KPI.

Principal risks and uncertainties

Socio Political risk

The company sells into a broad range of countries and has exposure to significant socio-political issues.
To the extent government funding is reduced or becomes inaccessible due to debt or civil unrest, the
company’s efforts to drive sales will be unfavourably impacted.

Market development risk

A further risk is the acceleration of market demand from print to digital. The company is investing
considerable time and resource into creating digital products that will appeal to students, librarians and
faculty, particularly in light of the current COVID-19 environment. This remains an area in transition, for
the company and the industry, with new competitors and new expectations.

Minimum price risk

Continuing high prices for US-sourced titles due to the International Price Floor are likely to impact
turnover unfavourably. To the extent that the company’s direct competitors are not subject to such
minimum pricing, there is a risk that market share may be lost. The company mitigates this risk by driving
the transition from print to digital, negotiating specific Price Floor exemptions and investing in indigenous
publishing.
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Strategic report (continued)

Principal risks and uncertainties (continued)

Risk that intellectual property and proprietary rights are not adequately protected under current laws

The company’s products are largely comprised of intellectual property content delivered through a variety
of media, including textbooks, digital learning solutions and the Internet. The company relies on copyright,
trademark and other intellectual property laws to establish and protect its proprietary rights in these
products. The company's intellectual property rights in the UK and Europe are well-established. However,
the company also conducts business in other countries, in the Middle East and Africa, where the extent of
effective legal protection for intellectual property rights is uncertain. Despite copyright and trademark
protection, third parties may be able to copy, infringe, illegally distribute, import or resell or otherwise
profit from the company’s proprietary rights without its authorization. In addition, the lack of Internet-
specific legislation relating to intellectual property protection creates an additional challenge for the
company in protecting its proprietary rights relating to its online business processes and other digital
technology rights. The steps taken by the company to protect its proprietary information may not be
adequate to prevent misappropriation of its content or technology. In addition, the company’s proprietary
rights may not be adequately protected because:

e people may not be deterred from misappropriating its technologies despite the existence of laws or
contracts prohibiting it,

¢ policing unauthorised use of its intellectual property can be difficult, expensive and time-consuming,
and the company may be unable to determine the extent of any unauthorized use, and

e the laws of other countries in which the company may market its products may offer little or no
effective protection for its proprietary technologies and rights.

The company may also be required to initiate expensive and time-consuming litigation to defend its
intellectual property. If there is an increase in the scale of unauthorized copying and redistribution of its
products, or if the company were unable to adequately protect and enforce its intellectual property rights,
it would adversely impact product sales and reduce revenue, thereby adversely affecting results of
operations and financial condition, as well as the company’s competitive position.

COVID-19 risk

The global spread of COVID-19 has created significant volatility and uncertainty and economic disruption.
On 11 March 2020, the World Health Organization announced that infection of COVID-19 had become a
pandemic. The continued proliferation, and ultimately widespread infection, of COVID-19 globally, has the
potential for catastrophic impact on the general economy and human health. Governmental authorities
have mandated social distancing and imposed quarantine and isolation measures on significant portions
of the population, including mandatory business closures.

The extent to which the COVID-19 pandemic impacts our business, operations and financial results will
depend on numerous evolving factors that are beyond our knowledge or control or that we may not be
able to accurately predict. These include the duration and scope of the pandemic and governmental,
business and individuals' actions in response thereto, including the shutdown of educational institutions
and K-12 schools, the effect on our supply chain, customers and print providers (including as a result of
travel restrictions and our employees, customers and providers working from home or remotely) and the
demand for, and the ability of our customers to pay for, our products, all of which could have a material
adverse impact on our business, results of operations, financial condition and cash flows. Failure to
adequately protect the health, safety and well-being of our employees, learners and other stakeholders
could adversely impact our reputation, profitability and future growth.
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Strategic report (continued)
Principal risks and uncertainties (continued)

COVID-19 risk (continued)

The company took immediate action to mitigate risk to staff in March by closing the office to administrative
staff and transitioning to a working from home model. The warehouse was closed for most of April 2020
in order to safeguard staff, but re-opened at the end of April, with precautions taken in accordance with
government guidelines, to enable orders to continue to be fulfilled.

Financial risk management

The company's operations expose it to a variety of financial risks that include the effects of changes in
interest rates, liquidity risk, credit risk and foreign exchange risk. Given the size of the company, the
directors have not delegated the responsibility of monitoring financial risk management to a sub-
committee of the board. The policies set by the board of directors are implemented by the company’s
finance department. The department has its own policy, or refers to Cengage group policies, that set out
specific guidelines to manage financial risks.

Interest rate risk

The company earns and pays interest on intercompany deposits and borrowings at a rate of interest
determined by the group. No financial instruments were used by the company during the year to manage
interest rate costs and therefore no hedge accounting has been applied.

Liquidity risk

The company maintains short-term finance from a fellow group company that is designed to ensure the
company has sufficient available funds for operations and planned expansions. Access to long-term
finance from fellow group companies is available if required.

Credit risk

The company has implemented policies that require appropriate credit checks on potential customers
before trading takes place and the amount of exposure to any individual counterparty is monitored and
reassessed regularly by the company’s management.

Foreign exchange risk

The company is exposed to movements in foreign exchange rates as a result of transactions with a
number of foreign suppliers and customers. In particular, the company’s operations generate turnover
primarily in GBP or the applicable local currency of the customer, but inventory is purchased primarily in
United States Dollars. If the company does not effectively hedge such foreign currency exposure, the
results of the company will be adversely affected by an increase in the value of the United States dollar,
or favourably affected by a decrease in the value of the United States dollar.

The company has a policy in place as regards the use of foreign exchange contracts to manage exposure
to market risks arising from changes in foreign currency exchange rates, under which exposures are never
hedged if they are less than £5 million per annum in aggregate for each foreign currency.
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Strategic report (continued)

Post balance sheet events

On 1 May 2019, Cengage Learning Holdings I, Inc. (“Cengage”), Cengage Learning Holdco, Inc. (“Cengage
Intermediate Holdco “), Cengage Learning, Inc. (“Cengage Issuer”), McGraw-Hill Education, Inc. (“McGraw-
Hill"), and McGraw-Hill Global Educations Holdings, LLC (“"McGraw-Hill Issuer”) entered into an Agreement
CENGAGE LEARNING HOLDINGS Il, INC. and Plan of Merger (the “Merger Agreement”). Pursuant to and
subject to the terms and conditions of the Merger Agreement, upon completion of the proposed
transaction, Cengage would merge with and into McGraw-Hill Issuer (the “Merger”), with McGraw-Hill
Issuer continuing as the surviving entity following the Merger.

On 3 May 2020, Cengage and McGraw-Hill announced that its merger agreement had been terminated by
mutual agreement due to a prolonged regulatory review process and the inability to agree to a divestitures
package with the U.S. Department of Justice. Under the terms of the merger agreement, neither Cengage
nor McGraw-Hill will be responsible for any payments to the other party as a result of the termination of
the merger agreement.

Future developments

The COVID-19 pandemic continues to impact future developments within the business. It has already had
a significant impact on results and the ultimate impact will depend on uncertainties such as the duration
and spread of the outbreak and the impact on our customers. It does, however, present future
opportunities to accelerate our customers transition to digital content, and to provide retraining resources
as a result of increased unemployment.

Directors duties

The directors of the company, as those of all UK companies, must act in accordance with a set of general
duties. These duties are detailed in s172(1) of the UK Companies Act 2006. The directors consider, both
individually and together, that they have acted in a way they consider, in good faith, would be most likely
to promote the success of the company for the benefit of its members as a whole (having regard to the
stakeholders and matters set out in s172(1)(a-f) of the Act) in the decisions taken during the year ended
31 March 2020.

The following paragraphs summarise how the directors fulfil their duties.

Risk management

As our business develops changes and becomes more complex, it is vital that risks are effectively
identified, evaluated, managed and mitigated and that our approach to risk management continues to
evolve to support the long term strategy of the company. Details of our principal risks and uncertainties
and our approach to managing them are noted above.

Culture

Culture and values underpin how a company creates and sustains value over the longer term and are key
elements of how it maintains a reputation for high standards of business conduct. The directors have
engendered a culture that values engagement, empowerment and discovery and one that is accountable
to and for each other. The culture throughout Cengage is one that promotes the power and joy of learning
and is focused on enriching the relationship between educators and students by advancing the way
students learn, in a measurable and repeatable fashion.

Employees

The company is committed to being a responsible business and our behaviour is aligned with the
expectations of our employees, customers and investors. For the business to succeed, we need to manage
our employee’'s performance and develop and bring through talent whilst ensuring we operate as
efficiently as possible. All employees are set individual goals and annual development reviews are
undertaken. The company carries out regular engagement surveys, the results of which are shared with
employees and used to help formulate future strategy.
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Strategic report (continued)
Directors duties (continued)

Business Relationships

The company's strategy is designed to have a long term beneficial impact on the company and aims to
promote growth by accelerating penetration of our high-quality digital content, by leading the industry in
affordability and monetising existing print base and by evolving towards a technology-first organisation
and operating. model. Our English Language Teaching business, operating as National Geographic
Learning, focuses on expanding Cengage’s market share by concentrating investment on flagship products
and on Go-To-Market teams addressing the most profitable segments in our region. Our digital archive
business, operating as Gale, serves a research industry experiencing increased demand for digital content
with enhanced functionality, accessibility, authority, and depth that are differentiated from free content
available on the Internet. Increasingly, libraries are investing in technologies to organize and manage vast
amounts of digital content and to provide analytical tools for scholarly research.

These strategies are driven and supported by a sales force of approximately 60 sales consultants who
directly interact on a daily basis and maintain longstanding relationships with our adopting instructors,
institutions and customers. Our sales force scope and relationships allow us to sell multiple products
across our industry and more easily introduce and train customers on our new digital product offerings.
In addition, our customer support and services organization works directly with customers to support
product adoption, customization and implementation. In any given season, we directly interact with
customers in hundreds of institutions to introduce and explain our products, secure adoptions, ensure
product availability through an-site and off-site channel partners, and support implementation and usage
of our solutions. We are a best-in-class provider of services to faculty and institutions to help them set-up,
customize and grow usage of their adopted digital solutions. Our distribution network and customer
relationships are distinct competitive advantages. Our long-standing relationships with customers
additionally provide a source of stability for our business through repeat business across the industry.

Environment

The company is committed to being a responsible business and minimising its impact on the environment,
in line with the expectations of our stakeholders. The company contracts with independent printers and
binders for their services, to take advantage of their economies of scale, and our operations are generally
not.otherwise materially affected by environmental laws and regulations. Details of our greenhouse gas
emissions and energy efficient actions are noted in the Directors Report.

On behalf of the board

AL

D L Rae
Director 07 October 2020
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Directors’ report

The directors present their report and audited financial statements of the company for the year ended 31
March 2020.

Post balance sheet events
Post balance sheet events are discussed in the strategic report.

Future developments
Likely future developments in the business of the company are discussed in the strategic report.

Dividends
No dividends (2019 - £9,045,000) were paid during the year. The directors do not recommend the payment
of a final dividend (2019 - £nil).

Directors
The directors of the company who held office since 1 April 2019 and up to the date of signing the

financial statements are named below:

C M Bonney
H A Broich
DL Rae

Financial risk management
The company’s approach to financial risk management is discussed in the Strategic report.

Overseas branches
The company operates overseas branches in Dubai and Sweden.

Streamlined energy and carbon reporting (SECR) disclosure
In the year we took the following energy efficient actions:

e Thermostat temperature in server rooms, where air conditioning operates 24 hours a day, has been
raised from 18 to 20 degrees.

e Regular maintenance of all air conditioning systems is undertaken to ensure efficient operation.

¢ Maintenance was carried out on sealing machines to ensure oven and heating knifes are working at
optimal temperatures.

e 3 physical servers have been decommissioned and replaced with virtual servers.

Greenhouse gas and energy data Year ended 31 March 2020
Associated scope 1 emissions (tCO2e) 181
Associated scope 2 emissions (tCO2e) 144
Associated scope 3 emissions (tCO2e) 37
Total energy use (kWh of electricity, gas

and transport use) 1,692,929
Intensity ratio (tCO2e / FTE) 1.8

Associated greenhouse gas emissions reporting is in line with the Greenhouse Gas (GHG) Protocol!
Corporate Accounting and Reporting Standard. The company used the UK Government GHG Conversion
Factors for Company Reporting for 2019 and 2020 in calculating the above.
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Directors’ report (continued)

Statement of directors’ responsibilities in respect of the financial statements
The directors are responsible for preparing the Annual Report and the financial statements in accordance

with applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have prepared the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland"”, and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true 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 financial statements, the directors are required to:

+ select suitable accounting policies and then apply them consistently;

e state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been
followed, subject to any material departures disclosed and explained in the financial statements;

* make judgements and accounting estimates that are reasonable and prudent; and

* prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

The directors are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006.

Directors' confirmations
In the case of each director in office at the date the Directors’ Report is approved:

* sofar as the director is aware, there is no relevant audit information of which the company’s auditors
are unaware; and

s they have taken alf the steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the company’s auditors are aware of
that information.

On behalf of the Board

A,

D L Rae
Director
07 October 2020

Registered Office:
Cheriton House, North Way, Andover, Hampshire, SP10 5BE



Independent auditors’ report to the members of Cengage
Learning (EMEA) Limited

Report on the audit of the financial statements

Opinion
In our opinion, Cengage Learning (EMEA) Limited’s financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 March 2020 and of its profit for the year then
ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and

e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report, which comprise: the Balance sheet as at 31
March 2020; the Statement of comprehensive income, the Statement of changes in equity for the year ended; and the
notes to the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which [SAs (UK) require us to report to you
where:

« the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the
company’s ability to continue as a going concern.

Reporting on other information

The other.information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent
otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or
material misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the
financial statements or a material misstatement of the other information. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact. We have
nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us
also to report certain opinions and matters as described below.
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Reporting on other information (continued)
Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the year ended 31 March 2020 is consistent with the financial statements and has been prepared in
accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we
did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities in respect of the financial statements set out on page
9, the directors are responsible for the preparation of the financial statements in accordance with the applicable
framework and for being satisfied that they give a true and fair view. The directors are also responsible for such internal
control as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
s0.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered -
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

we have not received all the information and explanations we require for our audit; or

¢ adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us; or .

e  certain disclosures of directors’ remuneration specified by law are not made; or

o the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

W Gellyer

Kevin Godfrey (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Southampton

=T October 2020



Cengage Learning (EMEA) Limited

Statement of comprehensive income for the year ended 31 March 2020

Turnover
Cost of sales -
Gross profit

Distribution costs
Administrative expenses

Operating profit

Interest receivable and similar income
Interest payable and similar expenses

Profit before taxation
Tax on profit

Profit for the financial year

All of the above activities relate to continuing operations.

The notes on pages 15 to 30 are an integral part of these financial statements.
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Note

X}

10

2020 2019
£000 £'000
54,447 55,506
(30.452) {(30,020)
23,995 25,486
(808) (906)
(18,185) (18,291)
5,002 6,289
213 200
M -
5,214 6,489
(1,039) (1,262)
4,175 5,227




Cengage Learning (EMEA) Limited

Balance sheet as at 31 March 2020

Fixed assets
Intangible assets
Tangible assets

Current assets

Inventories

Debtors - amounts falling due after more than one year
Debtors - amounts falling due within one year

Cash at bank and in hand

Creditors - amounts falling due within one year
Net current assets

Total assets less current liabilities

Creditors - amounts falling due after more than one year

Provisions for liabilities

Net assets

Capital and reserves
Called up share capital
Share premium account
Capital contribution reserve
Retained earnings

Total shareholders’ funds

The notes on pages 15 to 30 are an integral part of these financial statements.

Note

11
12

13
14
15

16

17

18

21

Registered number: 00903535

2020 2019
£'000 £000
4,065 5,090
1,382 1,627
5,447 6,717
4,526 3,949

300 285
26,905 25,301
1,498 1,922
33,229 31,457
(11,393) (14,954)
21,836 16,503
27,283 23,220
(572) (685)
(14) (13)
26,697 22,522
7.728 7,728
7.877 7,877
11,092 6,917
26,697 22,522

The financial statements on pages 12 to 30 were approved by the board of directors on 07 October 2020

and were signed on its behalf by:

AL,

D L Rae
Director



Cengage Learning (EMEA) Limited Registered number: 00903535

Statement of changes in equity for the year ended 31 March 2020

Called Share Capital _ Total

up share premium contribution Retained shareholders’
Note capital account reserve Earnings funds
£'000 £000 £'000 £'000 £'000
Balance as at 1 April 2018 - 7,728 7,877 10,735 26,340
Profit and total
comprehensive income for
the financial year - - - 5,227 5,227
Dividend paid - - - (9,045) (9,045)
Total transactions with
owners, recognised directly A
in equity - - - (9,045) (9,045)
Balance at 31 March 2019 - 7,728 7877 . 6,917 22,522
Balance at 1 April 2019 - 7,728 7,877 6,917 22,522
Profit and total
comprehensive income for
the financial year - - - 4,175 4,175
Dividend paid 21 - - - - -
Total transactions with :
owners, recognised directly
in equity - - - - -
Balance at 31 March 2020 - 7,728 7,877 11,092 26,697

The notes on pages 15 to 30 are an integral part of these financial statements.
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Cengage Learning (EMEA) Limited Registered number: 00903535

Notes to the financial statements

1. General information

Cengage Learning (EMEA) Limited (“the company”) provides high quality content, innovative print and
digital teaching and learning solutions, software and associated educational services in the Europe, Middle
East and Africa regions through the adaptation of Cengage Learning (US) products and the publication of
indigenous content and other learning related products developed with local authors.

The company is a private company limited by shares, incorporated and domiciled in the United Kingdom.
The address of its registered office is Cheriton House, North Way, Andover, Hampshire, SP10 5BE.

2, Statement of compliance

The individual financial statements of the company have been prepared in compliance with United
Kingdom Accounting Standards, including Financial Reporting Standard 102, “The Financial Reporting
Standard applicable in the United Kingdom and the Republic of Ireland” (“FRS 102") and the Companies
Act 2006, under the provision of the Large and Medium-sized Companies and Groups (Accounts and
Reports) Regulations 2008 (SI 2008/410).

3. Summary of significant accounting policies
The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to alf the years presented, unless otherwise stated.

Basis of preparation
The financial statements are prepared on the going concern basis, under the historical cost convention.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying
the company’s accounting policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the financial statements are disclosed in note
4,

Going concern

The company meets its day-to-day working capital requirements through its group financing facilities. The
company's forecasts and projections, taking account of reasonably possible changes in trading
performance, show that the company is able to operate within the level of its current facilities. After
making enquiries, the directors have a reasonable expectation that the company has adequate resources
to continue in operational existence for the foreseeable future. The company therefore continues to adopt
the going concern basis in preparing its financial statements.

Exemptions for qualifying entities under FRS102

The company has taken advantage of the exemption, under FRS 102 paragraph 1.12(b), from preparing a
statement of cash flows, under FRS 102 paragraph 1.12(c), from certain financial instrument disclosures,
under FRS 102 paragraph 1.12(d) from certain disclosure requirements in respect of share based
payments and under FRS 102 paragraph 1.12(e) from disclosure of key management personnel
compensation on the basis that its ultimate parent company, Cengage Learning Holdings [l Inc., includes
equivalent disclosures in its own consolidated financial statements.

Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable and represents the
amount receivable for goods supplied or services rendered, net of returns, discounts and rebates allowed
by the company and value added taxes.

The company recognises revenue when (a) the significant risks and rewards of ownership have been
transferred to the buyer; (b) the company retains no continuing involvement or control over the goods; (c)
the amount of revenue can be measured reliably; (d) it is probable that future economic benefits will flow
to the entity and (e) when the specific criteria relating to the each of company’s sales channels have been
met, as described below.

Sale of goods

Revenue is recognised either on despatch of goods in the case of one-off product sales such as books, or
proportionately over the subscription period for products sold through a subscription. The subscription
revenue for certain print publications is recognised on an issue-by-issue basis on publication, where each
issue is of equal and determinable value.
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Notes to the financial statements (continued)

3. Summary of significant accounting policies (continued)

Revenue Recognition (continued)

Sale of online products

Where the company hosts the product, online subscriptions are recognised evenly over the life of the
subscription. Where a third party hosts the product, revenue is recognised at a point in time when the
company has fulfilled the conditions noted above.

Employee benefits
The company provides a range of benefits to employees, including annual bonus arrangements, paid
holiday arrangements and defined contribution pension plans.

i. Short term benefits
Short term benefits, including holiday pay and other similar non-monetary benefits, are recognised as an

expense in the period in which the service is received.

ii. Defined contribution pension plan

The company operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the company pays fixed contributions into a separate entity. Once the
contributions have been paid the company has no further payment obligations. The contributions are
recognised as an expense when they are due. Amounts not paid are shown in accruals in the balance
sheet. The assets of the plan are held separately from the company in independently administered funds.

iii. Annual bonus plan '

The company operates an annual bonus plan for employees. An expense is recognised in the profit and
loss account when the company has a legal or constructive obligation to make payments under the plan
as a result of past events and a reliable estimate of the obligation can be made.

iv. Share based payments

The company participates in a share-based payment arrangement established by a group company and
the company takes advantage of the alternative treatment allowed under Section 26 of FRS 102. The
company recognises the share-based payment expense based on an allocation of its share of the group’s
total expense, calculated in proportion to the number of participating employees. The corresponding
credit is recognised in retained earnings as a component of equity.

Foreign currency translation
The company’s functional and preparation currency is the pound sterling.

Trading activities denominated in foreign currencies are translated into the functional currency at the
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated into the functional currency at year end rates of exchange. Currency gains or
losses arising from translation are included in the statement of comprehensive income.

Taxation

Taxation expense for the period comprises current and deferred tax recognised in the reporting period.
Tax is recognised in the statement of comprehensive income, except to the extent that it relates to items
recognised in other comprehensive income or directly in equity. In this case tax is also recognised in other
comprehensive income or directly in equity respectively.

Current or deferred taxation assets and liabilities are not discounted.

i. Currenttax

Current tax is the amount of income tax payable in respect of the taxable profit for the year or prior years.
Tax is calculated on the basis of tax rates and laws that have been enacted or substantively enacted by
the period end.

Management periodically evaluates positions taken in tax returns with respect to situations in which

applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.
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Notes to the financial statements (continued)

3. Summary of significant accounting policies (continued)

Taxation (continued)

ii. Deferred tax

Deferred tax arises from timing differences that are differences between taxable profits and total
comprehensive income as stated in the financial statements. These timing differences arise from the
inclusion of income and expenses in tax assessments in periods different from those in which they are
recognised in financial statements.

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions.
Unrelieved tax losses and other deferred tax assets are only recognised when it is probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted by the
period end and that are expected to apply to the reversal of the timing difference.

Intangible assets

Intangible fixed assets are stated at cost less accumulated amortisation as detailed below. Cost includes
the original purchase price of the asset and the costs attributable to bringing the asset to its working
condition for its intended use.

Capitalised plate costs are amortised over the shorter of their useful economic life and 5 years.
Amortisation is charged between 3 or 5 years, either on a straight-line basis, on a 40:20:20:20 basis or on
a 50:30:20 basis for certain assets determined at capitalisation and dependent on the type of asset. Useful
economic life is estimated based on the life of similar assets held in the past.

Publishing rights and customer relations are amortised over the shorter of their useful economic life and
10 years. Amortisation is charged on a straight-line basis. Useful economic life is estimated based on the
life of similar assets held in the past.

Goodwill represents the excess of the cost of the investment in acquired businesses over values attributed
to underlying net tangible assets and publishing rights. Goodwill is amortised over the shorter of its useful
economic life and 10 years. Amortisation is charged on a straight-line basis. Useful economic life is
estimated based on the life of similar assets held in the past.

The company capitalises intangible fixed asset costs incurred in acquiring and developing computer
software for internal use where the software supports a significant business system and the expenditure
leads to the creation of a durable asset, which is amortised over 3 years on a straight-line basis.

Software development costs include the following:

e External direct costs of materials and services consumed in developing or obtaining internal-use

computer software.
e Payroll and payroll-related costs for employees who are directly associated with the computer

software project.
e Upgrades and enhancements to the extent that they result in additional functionality.

Capitalised expenditures relating to computer software development projects are deemed to begin their
useful economic life upon completion of the project. Useful economic life is estimated based on the life of
similar assets held in the past.

Where factors, such as changes in market price or declining sales, indicate that residual value or useful
life have changed, the residual value, useful life or amortisation rate are amended prospectively to reflect
the new circumstances.

The assets are reviewed for impairment if the above factors indicate that the carrying amount may be
impaired.

Amortisation and impairment of capitalised plate assets is recognised in Cost of sales in the Statement of
Comprehensive income. All other amortisation and impairment is recognised in Administrative expenses.
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Notes to the financial statements (continued)

3. Summary of significant accounting policies (continued)

Tangible fixed assets and depreciation

Tangible fixed assets are stated at historical purchase cost less accumulated depreciation and are
depreciated on a straight line basis over their useful economic lives. Cost includes the original purchase
price of the asset and the costs attributable to bringing the asset to its working condition for its intended
use.

i. Freehold buildings
Freehold buildings include a freehold warehouses and offices. Freehold buildings are stated at cost less
accumulated depreciation and accumulated impairment losses.

ii. Equipment and motor vehicles
Equipment and motor vehicles are stated at cost less accumulated depreciation.

iii. Depreciation

Depreciation is calculated, using the straight-line method, to allocate the cost to their residual values over
their estimated useful lives, as follows:

Freehold buildings 50 years

Equipment and motor vehicles 3-7years

The assets’ residual values and useful lives are reviewed, and adjusted, if appropriate, at the end of each
reporting period. The effect of any change is accounted for prospectively.

iv. Subsequent additions and major components

Subsequent costs, including major inspections, are included in the assets carrying amount or recognised
as a separate asset, as appropriate, only when it is probable that economic benefits associated with the
item will flow to the company and the cost can be measured reliably.

The carrying amount of any replaced component is derecognised. Major components are treated as a
separate asset where they have significantly different patterns of consumption of economic benefits and
are depreciated separately over its useful life.

Repairs, maintenance and minor inspection costs are expensed as incurred.

v. Derecognition

Tangible assets are derecognised on disposal or when no future economic benefits are expected. On
disposal, the difference between the net disposal proceeds and the carrying amount is recognised in profit
or loss and included in ‘Administrative expenses'.

Leased assets
At inception the company assesses agreements that transfer the right to use assets. The assessment
considers whether the arrangement is, or contains, a lease based on the substance of the arrangement.

i. Operating leased assets

Leases that do not transfer all the risks and rewards of ownership are classified as operating leases.
Payments under operating leases are charged to the profit and loss account on a straight-line basis over
the period of the lease.

The company has no lease agreements that are not considered to be operating leases.

Impairment of non-financial assets

At each balance sheet date non-financial assets not carried at fair value are assessed to determine
whether there is an indication that the asset (or asset’s cash generating unit) may be impaired. If there is
such an indication the recoverable amount of the asset (or asset’s cash generating unit) is compared to
the carrying amount of the asset (or asset’s cash generating unit).
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Notes to the financial statements (continued)
3. Summary of significant accounting policies (continued)

Impairment of non-financial assets (continued)

The recoverable amount of the asset (or asset’s cash generating unit) is the higher of the fair value less
costs to sell and value in use. Value in use is defined as the present value of the future pre-tax and interest
cash flows obtainable as a result of the asset's (or asset’s cash generating unit) continued use. The pre-tax
and interest cash flows are discounted using a pre-tax discount rate that represents the current market
risk-free rate and the risks inherent in the asset.

If the recoverable amount of the asset (or asset’s cash generating unit) is estimated to be lower than the
carrying amount, the carrying amount is reduced to its recoverable amount. An impairment loss is
recognised in the profit and loss account, unless the asset has been revalued when the amount is
recognised in other comprehensive income to the extent of any previously recognised revaluation.
Thereafter any excess is recognised in profit or loss.

If an impairment loss is subsequently reversed, the carrying amount of the asset (or asset's cash
generating unit) is increased to the revised estimate of its recoverable amount, but only to the extent that
the revised carrying amount does not exceed the carrying amount that would have been determined (net
of depreciation) had no impairment loss been recognised in prior periods. A reversal of an impairment
loss is recognised in the statement of comprehensive income.

inventories
Inventories are stated at the lower of historical cost and estimated selling price less costs to complete and
sell. Inventories are recognised as an expense in the period in which the related revenue is recognised.

Cost comprises the invoiced cost of bought in titles or the external production cost of paper, printing,
binding and other direct costs. The method of determining cost is the weighted average method.

At the end of each reporting period inventories are assessed for impairment. If an item of inventory is
impaired, the identified inventory is reduced to its selling price less costs to complete and sell and an
impairment charge is recognised in the profit and loss account. Where a reversal of the impairment is
recognised the impairment charge is reversed, up to the original impairment loss, and is recognised as a
credit in the statement of comprehensive income.

Cash and cash equivalents
Cash and cash equivalents includes cash in hand, depaosits held at call with banks, other short-term highly
liquid investments with original maturities of three months or less and bank overdrafts.

Provisions and contingencies

i. Provisions

Provisions are recognised when the company has a present legal or constructive obligation as a result of
past events; it is probable that an outflow of resources will be required to settle the obligation; and the
amount of the obligation can be estimated reliably.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised even
if the likelihood of an outflow with respect to any one item included in the same class of obligations may
be small.

In particular:

e The company recognises the anticipated cost of significant re-instatement of certain assets at the
end of their life. This anticipated cost is capitalised on a present value basis and the unwinding of
the discount is charged to the statement of comprehensive income over the period of the lease.
The associated asset is capitalised within tangible fixed assets, and depreciated in accordance with
the accounting policy for the related asset.

e Restructuring provisions are recognised when the company has a detailed, formal plan for the
restructuring and has raised a valid expectation in those affected by either starting to implement
the plan or announcing its main features to those affected and therefore has a legal or
constructive obligation to carry out the restructuring; and

e Provision is not made for future operating losses.
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Notes to the financial statements (continued)

3. Summary of significant accounting policies (continued)

Provisions and contingencies (continued)

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. Increases in provisions due to passage of time are recognised as finance

costs.

ii. Contingencies .

Contingent liabilities, arising as a result of past events, are not recognised when (i) it is not probable that
there will be an outflow of resources or that the amount cannot be reliably measured at the reporting
date or (ii) when the existence will be confirmed by the occurrence or non-occurrence of uncertain future
events not wholly within the company’s control. Contingent liabilities are disclosed in the financial
statements unless the probability of an outflow of resources is remote.

Contingent assets are not recognised. Contingent assets are disclosed in the financial statements when
an inflow of economic benefits is probable.

Financial instruments
The company has chosen to adopt Section 11 and 12 of FRS 102 in respect of recognition and

measurement of financial instruments.

i. Financial assets

Basic financial assets, including trade and other debtors, cash and bank balances and amounts owed by
group undertakings, are initially recognised at transaction price, unless the arrangement constitutes a
financing transaction, where the transaction is measured at the present value of the future receipts
discounted at a market rate of interest.

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for objective
evidence of impairment. If an asset is impaired the impairment loss is the difference between the carrying
amount and the present value of the estimated cash flows discounted at the asset's original effective
interest rate. The impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been had the impairment not previously been recognised.
" The impairment reversal is recognised in statement of comprehensive income.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset expire
or are settled, or (b) substantially all the risks and rewards of the ownership of the asset are transferred
to another party or (c) control of the asset has been transferred to another party who has the practical
ability to unilaterally sell the asset to an unrelated third party without imposing additional restrictions.

ii. Financial liabilities

Basic financial liabilities, including trade and other creditors and amounts owed to group undertakings,
are initially recognised at transaction price, unless the arrangement constitutes a financing transaction,
where the debtinstrument is measured at the present value of the future receipts discounted at a market
rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Accounts payable are classified as current liabilities if payment is due within

one year or less. If not, they are presented as non-current liabilities. Trade payables are recognised initially
at transaction price and subsequently measured at amortised cost using the effective interest method.
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3. Summary of significant accounting policies (continued)

Financial instruments (continued)
Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancelled or expires.

iii. Offsetting

Financial assets and liabilities are offset and the net amounts presented in the financial statements when
there is an enforceable right to set off the recognised amounts and there is an intention to settle on a net
basis or to realise the asset and settle to liability simultaneously.

Share capital
Ordinary shares are classified as equity.

Distributions to equity holders

Dividends and other distributions to company’s shareholders are recognised as a liability in the financial
statements in the period in which the dividends and other distributions are approved by the company’s
shareholders. These amounts are recognised in the statement of changes in equity.

Related party transactions

The company discloses transactions with related parties which are not wholly owned with the same group.
Under FRS 102 paragraph 1.12(e), it does not disclose transactions with members of the same group that
are wholly owned.

4, Critical accounting judgements and estimation uncertainty

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

a. Critical judgements in applying the entity’s accounting policies

i. Capitalisation of internal costs

The time costs of certain company employees that can be directly attributed to the development of new
titles is capitalised as part of capitalised plate cost. The company has calculated the time cost capitalised
based on timesheets completed by the employees and the hourly payroll cost of each employee.

b. Critical accounting estimates and assumptions -

The company makes estimates and assumptions concerning the future. The resuiting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are addressed below.

i. Sales returns provision

The company sells printed learning solutions and materials, some of which are returnable according to
terms and conditions of specific contracts. As a result, it is necessary to consider the potential level of
future returns and the associated provisioning required. When calculating the sales returns provision,
management considers the history of prior sales and returns for a specific period, as well as applying
assumptions around anticipated future returns.

ii. Depreciation and amortisation of tangible and intangible assets

The annual depreciation charge for tangible and intangible assets is sensitive to changes in the estimated
useful economic lives and residual values of the assets. The useful economic lives and residual values are
re-assessed annually. They are amended when necessary to reflect current estimates, based on
technological advancement, future investments, economic utilisation and the physical condition of the
assets. See note 12 for the carrying amount of the property plant and equipment, note 11 for the carrying
amount of intangible assets and note 3 for the useful economic lives for each class of asset.
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4 Critical accounting judgements and estimation uncertainty (continued)

iii. Inventory provisioning

The company publishes printed learning solutions and materials which are subject to changmg customer
demands and their budgetary constraints. As a result it is necessary to consider the recoverability of the
cost of inventory and the associated provisioning required. When calculating the inventory provision,
management considers the nature and condition of the inventory, as well as applying assumptions around
anticipated saleability of finished goods. See note 13 for the net carrying amount of the inventory and
associated provision.

iv. Impairment of debtors

The company makes an estimate of the recoverable value of trade and other debtors. When assessing
impairment of trade and other debtors, management considers factors including the current credit rating
of the debtor, the ageing profile of debtors and historical experience. See notes 14 and 15 for the net
carrying amount of the debtors and associated impairment provisions.

v. Impairment of intangible assets

The company makes an estimate of future revenues to be generated by individual intangible assets or
related asset groups to assess their current carrying value. When assessing impairment of intangible
assets, management considers factors including the historical and forecast sales generated by the asset,
appropriate discount rates for future cash flows, and sensitivity to changes in assumptions. See note 11
for the net carrying amount of intangible assets and associated impairment.

5. Turnover

The company’s turnover originates from the UK and is derived from the following regions:

2020 2019
£000 £'000
Turnover by destination i
United Kingdom 18,325 19,869
Rest of Europe 17,489 14,776
Africa, Middle East and Arab States 15,127 16,227
Rest of the World 3,506 4,634
54,447 55,506

All turnover is derived from the same, single class of business being the provision of high quality
content, innovative print and digital teaching and learning solutions, software and associated
educational services, archives and databases.
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6. Operating profit

Operating profit is stated after charging / (crediting): Note 2020 2019
£000 £'000
Wages and salaries 10,255 10,121
Social security costs ' 977 1,066
Other pension costs 20 380 334
Staff costs 11,612 11,521
Profit on disposal of tangible assets - (6)
Bad debt provision write off 247 166
Impairment of intangible assets (included in cost of sales) 149 239
Inventory recognised as expense 14,594 13,626
Impairment of inventory (included in cost of sales) 312 391
Operating lease charges 289 246
Foreign exchange gains (16) (205)
Audit fees payable to the company’s auditors 46 45
Tax compliance fees payable to the company’s auditors 21 14
7. Employees and directors
Employees

The average monthly number of employees (including executive directors) employed by the company
during the year was:

2020 2019
Number Number
By activity ‘
Sales and marketing 107 110
Administration 32 35
Editorial and production 44 45
Warehouse 16 17
199 207
Directors
The directors’ emoluments were as follows
2020 2019
Total Highest paid Total Highest paid
director director
£000 £000 £'000 £000
Aggregate emoluments 310 310 345 345
Pension contributions (defined contribution) 10 10 10 10
320 320 355 355

During the year, there was 1 director (2019 - 1) to whom retirement benefits were accruing under a
defined contribution scheme. No directors (2019 - nil) exercised share options during the year. No
directors (2019 - nil) are accruing benefits under a long-term incentive scheme.

The other directors did not receive any emoluments in respect of their services to the company, as it was
considered incidental to their services performed for the wider group.
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8. Equity based compensation

Certain employees of the company were granted share options and restricted stock in Cengage Learning
Holdings Il Inc. as compensation for services rendered or to be rendered to the company (“Equity Incentive
Plan”). In accordance with FRS 102, the company accounts for the expense based on a reasonable
allocation of the parent company'’s total expense. The company has calculated its allocation of the parent
company’s total expense based on the number of participating employees in the company compared to
the number of participating employees in the group. The related compensation expense is incurred by
the company since the grantees are employees of the company. The share options are issued for no
consideration and vest in 25% increments annually over four years. The restricted stock is issued for no
consideration and vests in 20% increments annually over five years.

Further disclosure is not provided on the grounds of materiality.

9. Net interest income
a. Other interest receivable and similar income Note 2020 2019
£000 £'000
Interest receivable from fellow group undertakings 213 193
Interest receivable on bank deposits - 7
Total interest receivable and similar income 213 200
b. Interest payable and similar expenses 2020 2019
£000 £'000
Unwinding of discount in provision 18 Q)] -
Total interest payable and similar expenses (1) -
c. Net interest income 2020 2019
£000 £'000
Interest receivable and similar income 213 200
Interest payable and similar expenses M -
Net interest income 212 200
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10. Tax on profit

a. Tax expense included in statement of comprehensive income

2020 2019
£000 £000
Current tax:
- UK corporation tax on profits of the year 1,012 1,238
- Adjustments in respect of prior years 13 12
Total current tax 1,025 1,250
Deferred tax
- Origination and reversal of timing differences 49 56
- Impact of change in tax rate (32) -
- Adjustments in respect of prior years (3 (44)
Total deferred tax 14 12
Tax charge on statement comprehensive income ) 1,039 1,262,

b. Reconciliation of tax charge

Tax assessed for the year is higher (2019: higher) than the standard rate of corporation tax in the UK of

19% (2019: 19%). The differences are explained below:

2020 2019
£000 £'000
Profit before taxation 5,214 6,489
Profit before taxation multiplied by the standard rate of tax in the
UK of 19% (2019 - 19%) 991 1,233
Effects of:
Non-deductible amortisation 61 61
Other non-deductible charges 9 30
Group loss relief utilised (32) (30
Adjustments in respect of prior years 10 (32)
1,039 1,262

Tax charge for the year

c. Tax rate changes
The tax rate for the current year is the same as the prior year.

In the Spring Budget 2020, the Government announced that from 1 April 2020 the corporation tax rate

would remain at 19% (rather than reducing to 17%, as previously enacted). This new law was
substantively enacted on 17 March 2020. The deferred tax assets and liabilities reflect this rate.
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11.  Intangible assets
Capitalised Publishing Customer

plate cost rights relations Goodwill Software Total
£000 £'000 £'000 £'000 £000 £000
Cost
At 1 April 2019 15,435 5,721 79 9,871 605 31,711
Additions 1,151 - - - 34 1,185
At 31 March 2020 16,586 5,721 79 9,871 639 32,896
Accumulated amortisation and impairment
At 1 April 2019 (11,182) (5,290) (51) (9,553) (545) (26,621)
Charge for the year (1,647) (193) (6) (177) (38) (2,061)
Impairment (149) - - - - (149)
At 31 March 2020 (12,978) (5,483) (57) (9,730) (583) (28,831)
Net book amount at 31
March 2020 3,608 238 22 141 56 4,065
Net book amount at 31
March 2019 4,253 431 28 318 60 5,090

Certain capitalised plate assets were impaired on the basis that future cashflows are deemed insufficient

to recover the total investment.

12. Tangible assets
Freehold Equipment and

buildings  motor vehicles Total
£000 £000 £000
Cost
At 1 April 2019 4,529 2,760 7,289
Additions 10 - 10
Disposals (113) (538) (651)
At 31 March 2020 4,426 2,222 6,648
Accumulated depreciation
At 1 April 2019 (3.149) (2,513) (5,662)
Charge for the year (154) (99) (253)
Disposals , 111 538 649
At 31 March 2020 (3.192) (2,074) (5.266)
Net book amount at 31 March 2020 1,234 148 1,382
Net book amount at 31 March 2019 1,380 247 1,627
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13. Inventories
2020 2019
£000 £'000
Raw materials and consumables 32 34
Finished goods 4,494 3,915
4,526 3,949

There is no significant difference between the replacement cost of raw materials and consumables or
finished goods and their carrying amounts.

Inventories are stated after provisions for impairment for obsolete inventory of £2,734,000 (2019: -
£2,845,000).

14. Debtors - amounts falling due after more than one year

2020 2019
£000 £'000
Deferred taxation (note 19) 265 279
Prepayments and accrued income 35 6
300 285

15. Debtors - amounts falling due within one year
2020 2019
£000 £000
Trade debtors 8,239 8,969
Amounts owed by group undertakings 17,224 15,092
Prepayments and accrued income 1,442 1,240
26,905 25,301

Amounts owed by group undertakings are unsecured and payable on demand. One of the accounts with
a group company amounting to £2,199,000 at the year end (2019 - £2,038,000) bears interest at 6.625%
above LIBOR, with a LIBOR floor of 1%. Another account with a group company amounting to
£14,369,000 (2019 - £11,824,000) bears interest at LIBOR less 0.25%. The remaining balance is interest
free.

Trade debtors are stated after provisions for impairment and returns of £3,902,000 (2019 - £2,405,000).
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16.  Creditors - amounts falling due within one year

2020 2019

£000 £'000

Trade creditors 2,259 2,741
Amounts owed to group undertakings 859 2,309
Corporation tax 464 756
Other taxation and social security 21 283
Other creditors 1,857 2,695
Accruals and deferred income 5,743 6,170
11,393 14,954

Amounts owed to group undertakings are unsecured, repayable on demand and interest free.

17. Creditors - amounts falling due after more than one year
2020 2019
£000 £000
Accruals and deferred income ’ 572 ' 685
18. Provisions for liabilities
The company had the following provision during the year
Asset
retirement
obligation
£000
At 1 April 2019 13
Unwinding of discount 1
At 31 March 2020 . 14

An asset retirement obligation provision is made over the life of leases for the estimated cost of
decommissioning leasehold improvements. This provision is expected to be utilised in more than one
year after the balance sheet date.

19. Deferred taxation

Deferred tax is provided for in full on certain timing differences.

The directors consider that it is probable that there will be sufficient taxable profits in the future such as
to realise the deferred tax asset, and therefore the asset has been recognised in these financial
statements.

The company had the following deferred tax asset during the year

£'000
At 1 April 2019 279
Reductions dealt with in profit or loss ‘ (14)
At 31 March 2020 265
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19. Deferred taxation (continued)

The deferred tax asset consists of the following deferred tax assets:

2020 2019
£000 £'000
Accelerated capital allowances 265 279
Deferred tax asset (note 14) 265 279

There are no unused tax losses or tax credits.

The net deferred tax asset expected to reverse in 2020 is £49,000. This relates to the reversal of timing
differences on capital allowances.

20. Post-employment benefits
Defined contribution scheme
The company operates a defined contribution pension scheme. The assets of the scheme are held

separately from those of the company in an independently administered fund. The amounts charged
against profits represent the contributions payable to the scheme in respect of the accounting year.

The total defined contribution pension cost for the company was £380,000 (2019 - £334,000). There were
no contributions outstanding at the year end (2019 - £ nil).

21.  Called up share capital

£ £
tssued and fully paid:
At 1 April 2019 and 1 April 2018 172 ordinary shares of £1
each 172 172
At 31 March 2020 and 31 March 2019 172 ordinary shares
of £1 each 172 172

There is a single class of ordinary shares. There are no restrictions on the distribution of dividends and
the repayment of capital.

Dividend

During the year a dividend of £nil per share (2019 - £52,587) was declared and paid.

2020 2019
£'000 £'000
Equity - ordinary
Dividend paid - 9,045
Total dividends paid - 9,045
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22. Capital and other commitments

The company had the following future minimum lease payments under non-cancellable operating leases
for each of the following years:

2020 2019

£000 £000

Not later than one year 240 182
Later than one year and not later than five years ' 651 626
Later than five years 6,462 6,618
7,353 7,426

23. Related parties

The company is exempt from disclosing related party transactions as they are with other companies that
are wholly owned within the Group.

There were no other transactions with related parties during the year other than those with such entities
as described above.

24. Controlling parties

The immediate parent undertaking is Cengage Learning UK Holdings Limited (“CLUKH").
The ultimate parent undertaking is Cengage Learning Holdings II, Inc. (“CLil") and is the parent undertaking
of the smallest and largest group to consolidate these financial statements. CLIl is a Delaware, USA

Corporation.

Copies of the CLII annual report are available from the Cengage website at www.cengage.com/investor.
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