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THE HESLEY GROUP LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors present the strategic report and financial statements for the year ended 31 Oecember 2019.

Fair Review of the Business

We aim to present a balanced and comprehensive review of the development and performance of the company
during the year and its position at the year end. Qur review is consistent with the size and relatively noncomplex
nature of our business and is written in the context of the risks and uncertainties that we face.

The principal activities of the company are the provision of schools and colleges offering care, education and
vocational opportunities for young people aged 8 to 25 and flexible and specialist residential services for adults.
All the people we support have autism and intellectual disability with complex needs and behaviour that may

challenge.

The mission of the Hesley Group is to enable people with complex needs to achieve their full potential. We are
driven by our values to provide services and support that is person-centred, outcome focused and quality driven

and keep people safe.
Business Activities

The Hesley Group Limited is the immediate subsidiary of Hesley Care and Education Limited. Cedar Luxco
S.a.rl, which was considered by the directors to be the ultimate parent undertaking during the year and the
largest group for which consolidated accounts included The Hesley Group Limited are prepared. Honour Project
Holdco Limited is the smallest group for which consolidated accounts including The Hesley Group Limited are

prepared.
Key Performance Indicators

The headline figures for the year are as follows:

2019 2018 2017

£m £m £m

Turnover 54.7 50.3 45.1

Operating Profit 6.8 9.1 7.4

Net Assets 18,899 13,734 7,895
Period end occupancy:

Full time residential 202 191 186

Financial Performance
Occupancy at all services has continued to rise.

Revenue is driven by occupancy and the fees for providing education and residential care services to the people
we support.

Our skilled and caring workforce are important in delivering these services and an annual pay award in excess
of the Government National Living Wage was given to reward their contribution to the success of the business

and delivering its values.

The business has invested in its properties and capital projects. During this year £6.0m was invested in
enhancing its existing sites and developing new sites at Easingwold and Wakefield.




THE HESLEY GROUP LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Non - Financial Performance
All our services have either been rated '‘Good' or 'Outstanding’ for care or education by either OF STED or CQC.

As at 31 December 2019, the number of registered beds available across the group was 223. This compares to
occupancy at the period end of 202 or 90%. Due to the nature of the people we support practical occupancy at
any point in time can vary but is always lower than the number of registered beds.

In total we have welcomed 25 new people for support across our services. 5 have transitioned from our schools
to our adult services and we have said goodbye to 14 people that we had supported, who have been able to
move to new services outside of the Hesley Group often closer to their families and with iess intense support

packages.
Principal Risks and Uncertainties

The Company focuses upon specialist services in the provision of heaithcare and education for young people
and adults with behaviour that may challenge. As such, the performance of the company can be impacted by
external factors. The principal factors are changes in the National and Local policy towards third party
contraction by commissioners of education, health and social care, alongside changes in the regulatory
environment, competitive threats from both private and public providers and the loss of key employees. The
following are the most significant risks and uncertainties facing the company.

Loss of revenue from contracts with UK local authorities, CCGs and other NHS bodies

The company’s revenue derives from public funded bodies, such as Local Education Authorities, Local Authority
Social Care and Clinical Commissioning Groups ('CCGs'). The Company expects that the reliance upon such
sources will continue indefinitely, and as such relies upon the abilities of these bodies to pay for the group’s
services.

In order to mitigate these risks, the Company regularly assess services in conjunction with funders to ensure
that they represent value for money and meet the specific needs to individuals which are placed. The company
also works with policy makers on consultations regarding changes in policy.

Failure to comply with law and regulation

The Company is subject to law and regulation. OFSTED Care and Education are the regulator of the Schools
and the Care Quality Commission are the regulator of the Adult Services. All services also seek compliance with
Safeguarding and other national regulatory bodies such as the Health & Safety Executive, Disclosure and Baring
Service and UK employment legislation.

Regulatory inspections are carried out both unannounced and announced, dependent upon the specific
regulatory provision. The main regulators work on a ration system and failure to achieve a 'Good' rating requires
an improvement plan by the service and organisation. Failure to correct defects could result in the revocation of
the registration of any service or decrease / embargo in the services provided by the Company.

In order to mitigate these risks, the company has in place extensive and comprehensive policies and procedures
which are based upon regulators' standards and UK law. The adherence to these policies and procedures is
subject to self-audit by local management and to audit by an internal team of experienced professionals and
external consultants. Other regulation and legislation is implemented and monitored by the relevant department.




THE HESLEY GROUP LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Financial Risk Management

The use of financial instruments is managed under policies and procedures which have been approved by the
Board. These refate primarily to credit, interest and liquidity risks which arise in the course of normal business.
Financial risks are also considered under the risk management policies of the Company.

Credit risk

Financial instruments which expose the company to credit risk consists of cash and trade receivables.
Cash is deposited with major financial institutions that satisfy certain credit criteria.

Credit risk is considered insignificant given that substantially ali revenues are derived from publicly funded
entities.

Liquidity risk

The Group prepares annual budgets including profit and loss, balance sheet and cash flow forecasts which
reflect all known and anticipated commitments. Borrowing facilities are in place as necessary to finance

requirements, including unutilised facilities which cover capital spend and working capital. The company has
sufficient available facilities and cash flows from profits to fund current and anticipated commitments.

Interest rate risk )
The Group finances its operations through share capital, retained earnings, bank facilities and loan notes.

During this period the group had to maintain a number of financial covenants. The group complied with these
covenants.

From the 29 November 2018 the bank facilities were refinanced with the new facilities introduced having a 5
year term. Interest on the facilities consists of LIBOR + a Margin. The new facilities are held in another group

company.

Future Developments

The medium to long-term development plan of the company is to continue to grow occupancy at its existing
facilities and develop new facilities in new locations and acquire companies operating in similar market sectors.

Section 172 Companies Act statement

The Companies (Miscellaneous Reporting) Regulations 2018 (2018 MRR') require directors to explain how they
considered the interests of key stakeholders and the broader matters set out in section 172(1) (A) to (F) of the
Companies Act 2006 ('S172') when performing their duty to promote the success of the company under S172.
This inciudes considering the interest of other stakeholders which will have an impact on the long-term success
of the company. The Board welcomes the direction of the UK Financial Reporting Council (the ‘FRC’). This $172
statement, which is reported for the first time, explains how the company's directors

* have engaged with employees, suppliers, customers and others; and

» have had regard to employee interests, the need to foster the company’s business relationships with
suppliers, customers and other, and the effect of that regards, including on the principal decisions taken
by the company during the financial year.




THE HESLEY GROUP LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

When making decisions, each director ensures that he/she acts in the way he/she considers, in good faith,
would most likely promote the company's success for the benefit of its members as a whole, and in doing so
have regard (among other matters) to:

S$172(1) (A) “The likely consequences of any decision in the long term”

The directors understand the business and the complex needs of the people we support. The mission of the
company is to enable people with complex needs to achieve their full potential. The long-term strategy of the
company is to continue growth at its existing facilities and the development of new facilities so that it can
continue to support people with complex needs who require Hesley's services.

The directors fully recognise that while investing in the future we must continue to deliver today's exceptional
levels of care and education to the people we support. As such, the directors take decisions to deliver the long-
term growth strategy, that they also believe best support the continued delivery of the company’s mission.

S$172(1) (B) “The interests of the company's employees”

The directors recognise that the company's employees are fundamental and core to our business. The success
of our business depends on attracting, retaining and motivating employees. From ensuring that we remain a
responsible employer, from pay and benefits to our health, safety, safeguarding and workplace environment, the
directors factor the implications of decisions on employees and the wider workforce, where relevant and

feasible.

The company is dedicated to improving the performance and self-esteem of its staff in a way that directly
improves the quality of life of the people we support. To this end our workforce development department (Hesley
People) provides and commissions an extensive programme of workforce development activities. This
combination of learning opportunities range from e-learning, individual coaching and mentoring, apprenticeships,
learning events and updates, open learning and attendance at accredited courses.

S$172(1) (C) "The need to foster the company'’s business relationships with suppliers, customers and others”
Delivering our strategy requires strong mutually beneficial relationships with suppliers, iocal authorities, CCGs
and other NHS bodies. The company continuously assesses the priorities related to those with whom we do
business. i

S172(1) (D) "The impact of the company’s operations on the community and the environment”

We pride ourselves on our unique provision of residential support. We consider that positive physical
‘environments demonstrate our commitment to those who live in or otherwise access our services. What is more,
we see that such environments have a strongly positive influence in creating the best therapeutic milieu for the
people who live within them and for the staff to work in.

Single person and small group occupancy of high-quality accommodation is the model of living arrangements
throughout all provisions, in both young people’s and adult services. R

Sufficient space within, as well as around, the schools, colleges and homes of those we support is a key
environmental consideration, as is the opportunity to individualise one's own living areas or room.

For some, the more rural locations of the Hesley Village, Low Laithes or Wilsic Hall, for example, may be ideal.
For others, the more urban settings and more immediate community access of Fullerton House, King Street, or
Copperclay Mews may best match their needs and wishes.

Whatever the context of the care setting, the impact on the community and wider environment is inherent in our
planning. As such, the company receives information on these topics to both provide relevant information for
specific Board decisions. Each site is included within the facilities management program, which ensures full
compliance with environmental regulation and any local authority requirements.
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

S172(1) (E) “The desirability of the company maintaining a reputation for high standards of business conduct”
The delivery of our mission requires some unique qualities. A wealth of experience and specialist expertise,
high-quality therapeutic environments and resources, all in a place that's safe, stimulating, with positive well-
considered risk management where individually tailored support, education and therapies can come together to
give each and everyone the skills and confidence they need to be who they want to be. Most of all, it takes care
- lots of it. It's why valuing the person and offering the best care is ingrained into everything we do.

The company undertakes to carry out a range of quality assurance measures, including unannounced visits by
members of the senior management team who assess the performance of the service against the national
standards and our own high expectations. We will always aim to exceed minimum standards for involvement and
consultation, care, management, staffing, safety and the condition of the environment. A range of visits are
conducted to services including during the night by senior managers to help assess the quality and safety of the

service we provide.

An Independent Person undertakes monthly visits to the children’s homes as required under Regulation 45 of
the Children's Homes Regulations 2015. Other agencies also carry out periodic inspections, for example Health
and Safety teams and Environmental Health Food Safety Officers. An independent external  assessor is
contracted to undertake regular assessment of the standard of education provided by the company.

The company's services are also registered with and are subject to regular inspection by external regulatory
bodies. These are Care Quality Commission (CQC) in respect of adult services and the Office for Standards in
Education (Ofsted) Social Care in respect of children’s residential care provision and Ofsted Education in
respect of the quality of service in our schools. The company has a quality board which is chaired by an
independent non executive director. The purpose of the board is to ensure high quality service provision for
everyone that is positive in terms of the service-user experience and is caring, safe, effective, well-led and
responsive.. The quality board meets quarterly and the main actions discussed at the quality board are also
discussed at the main board.

The company’s Board members also undertake visits to services in order to understand how well they are being
led, how effectively we are supporting people, the staff and managers views and the condition of the
environment. This, complemented by the ways the Board is informed and monitors compliance with relevant
governance standards help assure its decisions are taken and that the company acts in ways that promote high
standards of business conduct.

S172(1) (F) "The need to act fairly as between members of the company”

After weighing up all refevant factors, the directors consider which course of action best enables delivery of our
mission and strategy through the long-term, taking into consideration the impact on stakeholders. In doing so.
our directors act fairly between the company's members whilst also considering other stakeholders.

Covid-19
The company's consideration of the impact of Covid-19 is set out in detail in the consolidated financial

statements of its parent company, Honour Project Holdco Limited.

On behalf of the board

C McSha

520




THE HESLEY GROUP LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors present their annual report and financial statements for the year ended 31 December 2019.

This report should be read in conjunction with the strategic report which contains disclosures regarding future
developments and financial risk management.

Principal activities

The principal activity of the company continued to be the provision of schools offering care, education and
vocational opportunities for young people aged 8 to 25 and flexible and specialist residential services for adults,
the majority with autism, who have an intellectual disability and complex needs and behaviour that may be

challenging.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

D B Maynard
C McSharry
S McLean

G Smith

A G Robinson
H Miller (Appointed 1 February 2019)

Results and dividends
The results for the year are set out on page 11.

No ordinary dividends were paid (2018 - £nil). The directors do not recommend payment of a final dividend
(2018: £nil).

Qualifying third party indemnity provisions
The company has made qualifying third party indemnity provisions for the benefit of its directors during the year.
These provisions remain in force at the reporting date.

Disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of
the applicant concerned. In the event of members of staff becoming disabled, every effort is made to ensure that
their employment within the company continues and that the appropriate training is arranged. It is the policy of
the company that the training, career development and promotion of disabled persons should, as far as possible,
be identical to that of other employees.

Employee involvement

The company recognise the critical contribution that the employment of quality and well motivated employees
has on the delivery of the company's services. In order to ensure that the people we support receive the best
quality care, it is necessary to ensure that employees are all well trained and engaged in the values of the
company.

Employees are, under terms of the company's policy, provided with information about the company through
regular meetings and consultation held between management and employees. This facilitates a free flow of
information and ideas on matters of concern to the employees and allows the views of the employees to be
taken into account when decisions are being made which are likely to affect their interests. Additionally, this
encourages the involvement of the employees of the financial and economic factors affecting the performance of

the company.




THE HESLEY GROUP LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Auditor
In accordance with the company's articles, a resolution proposing that RSM UK Audit LLP be reappointed as

auditor of the company will be put at a General Meeting.

Matters of strategic importance
Information is not shown within the Directors’ Report as it is instead included within the Strategic Report on

pages 1-5 under S414¢(11).

Statement of disclosure to auditor
So far as each person who was a director at the date of approving this report is aware, there is no relevant audi
information of which the company's auditor is unaware. Additionally, each director has taken all the necessary
steps that they ought to have taken as a director in order to make themselves aware of all relevant audit
information and to establish that the company’s auditor is aware of that information.

On behalf of the board

C McSharry
Director

Date: ()—7/ OY/LO .............




THE HESLEY GROUP LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors are responsible for preparing the Strategic Report and the Directors' Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards 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
these financial statements, the directors are required to:

« select suitable accounting policies and then apply them consistently;

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

+ state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

» 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 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. They
are also responsibie for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF THE HESLEY GROUP
LIMITED

Opinion

We have audited the financial statements of The Hesley Group Limited (the ‘company') for the year ended 31
December 2019 which comprise the statement of income and retained earnings, the statement of financial
position and notes to the financial statements, including a summary of significant accounting policies. The
financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including FRS 102 "The Financial Reporting Standard applicable in the UK and Republic
of ireland" (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:
+ give a true and fair view of the state of the company's affairs as at 31 December 2019 and of its profit for the
year then ended,
* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
« have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC's
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the |ISAs (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 .
+ 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.

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information. Our opinion
on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion 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 such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in 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 in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
« the information given in the strategic report and the directors' report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
+ the strategic report and the directors' report have been prepared in accordance with applicable legal
requirements.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF THE HESLEY GROUP
LIMITED (CONTINUED)

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report and the directors’ report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, in our opinion:

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

 the financial statements are not in agreement with the accounting records and returns; or

« certain disclosures of directors' remuneration specified by law are not made; or

* we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 8, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the directors 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 so.

Auditor's responsibilities for the audit of the financial statements

Qur 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 auditor's 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 Financial
Reporting Council's website at: http://www.frc.org.uk/auditorsresponsibilities. This description forms part of our

auditor's report.

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company's members, as a body, for our audit work, for this report, or for the opinions we have formed.

REfm UK Oudik LLP

Daniel Varley (Senior Statutory Auditor)

For and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

Central Square

Sth Floor

29 Wellington Street

Leeds

LS14DL
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THE HESLEY GROUP LIMITED

STATEMENT OF INCOME AND RETAINED EARNINGS
FOR THE YEAR ENDED 31 DECEMBER 2019

Turnover

Other operating income

Staff costs

Depreciation

Exceptional other operating expenses
Other operating expenses

Operating profit

Interest receivable and similar income
Interest payable and similar expenses

Profit before taxation

Taxation

Préfit for the finar;cial year

" Retained earnings brought forward

Retained earningé carried forward

Notes

~N o0

10
11

12

20

2019
£

54,667,147
16,465
(36,324,510)
(3,709,182)
(176,324)
(7.684,593)
6,789,003
606,248
(1,348,828)
6,046,423
(881,638)
5,164,785
13,734,151

18,898,936

2018
£

50,274,865
3,666

(32,396,379)
(1,257,690)

(7.481,548)
9,142,914

403,855
(2,402,580)

7,144,189
(1,304,969)

5,839,220

7,894,931

13,734,151

The Statement of Income and Retained Earnings has been prepared on the basis that all operations are

continuing operations.

-11-



THE HESLEY GROUP LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2019

Company Registration No. 02665377

Fixed assets.
Tangible assets

Current assets

Debtors
Cash at bank and in hand

Creditors: amounts falling due within
one year

Net current liabilities

Total assets less current liabilities
Provisions for liabilities

Net assets

Capital and reserves

Called up share capital

Profit and loss reserves

Total equity

The financial statements were approved by the board of directors and authorised for issue on 17/05

and are signed on its behalf by:

C McSharry
Director

Notes

13

14

15

16

18
20

2019
£ £
33,002,905
24,067,014
5,155,813
29,222,927

(42,412,078)

A G Robinson
Director

(13,189,151)
19,813,754

(914,816)

18,898,938

2
18,898,936

18,898,938

2018

£ £
30,682,600
21,844,616
2,116,897
23,961,513

(39,886,671)

(15,925,158)
14,757,442

(1,023.289)

13,734,153

2
13,734,151

13,734,153

W
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THE HESLEY GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

1 Accounting policies

Company information

The Hesley Group Limited ("the company") is a private company limited by shares and is registered and
incorporated in England and Wales. The registered office is Central Services, Hesley Hall, Tickhill,
Doncaster, DN11 9HH.The company's principal activities and nature of its operations are disclosed in the
Directors' Report.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 "The Financial Reporting
Standard applicable in the UK and Republic of lreland” (“FRS 102") and the requirements of the
Companies Act 2006, including the provisions of the Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared on the historical cost convention. The principal accounting
policies adopted are set out below.

Reduced disclosure

This company is a qualifying entity for the purposes of FRS 102, being a member of a group where the
parent of that group prepares publicly available consolidated financial statements, including this company,
which are intended to give a true and fair view of the assets, liabilities, financial position and profit or loss
of the group. The company has therefore taken advantage of exemptions from the following disclosure
requirements:

» Section 7 'Statement of Cash Flows' — Presentation of a statement of cash flow and related notes

and disclosures;
* Section 33 ‘Related Party Disclosures’ — Compensation for key management personnel.

The financial statements of the company are consolidated in the financial statements of Honour Project
Holdco Limited. These consolidated financial statements are available from its registered office, Central
Services, Hesley Hall, Tickhill, Doncaster, DN11 SHH.

Going concern

At 31 December 2019, the company had net current liabilities of £13,189,151 (2018 - £15,925,158). At the
time of approving the financial statements, the directors have a reasonable expectation that the company
has adequate resources to continue in operational existence for the foreseeable future. Thus the directors
continue to adopt the going concern basis of accounting in preparing the financial statements.

Turnover

Turnover is recognised at the fair value of the consideration received for services provided in the normal
course of business, and is shown net of VAT and other sales related taxes. Sales are recognised at the
point at which the company has fulfilled its contractual obligations to the customer. income is deferred at
the year end where income is received in advance of contractual obligations being met.

Grant income
Revenue based grants received are credited to the profit and loss account over the life of the project to
which they relate, on a cost basis.

-13-



THE HESLEY GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1 Accounting policies (Continued)

Tangible fixed assets
Tangible fixed assets are initially measured at cost and subsequently measured at cost net of depreciation
and any impairment losses.

Depreciation is recognised so as to write off the cost of assets less their residual values over their useful
lives on the following bases:

Freehold land and buildings 2% straight line. Land is not depreciated
Fixtures and fittings Over S years straight line

Computer equipment Over 3 years straight line

Motor vehicles 20% reducing balance

Properties in the course of construction are carried at cost, less any identified impairment loss. Cost
includes professional fees and other directly attributable costs that are necessary to bring the property to
its‘operating condition. Depreciation commences when the properties are ready for their intended use.

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to profit or loss.

During the year, a review was undertaken on fixtures and fittings and it was determined that it would be
more appropriate to be split into fixtures and fittings and computer equipment. The depreciation policy for
fixtures and fittings was previously 15% reducing balance but was amended to be straight line over 5 years
and a new policy of 3 years straight line was introduced for computer equipment to better reflect the useful
economic life of the assets. See note 3 for more information.

Borrowing costs related to fixed assets

Borrowings are initially recognised at the transaction price, including transaction costs, and subsequently
measured at amortised cost using the effective interest method. Interest expense is recognised on the
basis of the effective interest method and is included in interest payable and other similar expenses.

All other borrowing costs are recognised in the profit or loss in the period in which they are incurred.

Impairment of fixed assets

At each reporting period end date, the company reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit} is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease.

<14 -



e —— st

THE HESLEY GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1 Accounting policies (Continued)

Financial instruments
The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section
12 ‘'Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised when the company becomes party to the contractual provisions of
the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when
there is a legally 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 the liability simultaneously.

Basic financial assets v

Basic financial assets, which include trade and other debtors, amounts owed by group undertakings and
cash and bank balances, are initially measured at transaction price including transaction costs and are
subsequently carried at amortised cost using the effective interest method unless the arrangement
constitutes a financing transaction, where the financial asset is measured at the present value of the future
receipts discounted at a market rate of interest.

Impairment of financial assets
Financial assets are assessed for indicators of impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a resuit of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. 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 profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire
or are settled, or when the company transfers the financial asset and substantially all the risks and rewards
of ownership to another entity, or if some significant risks and rewards of ownership are retained but
control of the asset has transferred to another party that is able to sell the asset in its entirety to an
unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting all of its liabilities.

Basic financial liabilities

Basic financial liabilities, including trade and other creditors, bank loans, amounts due to group
undertakings and amounts due to participating interests are initially recognised at transaction price unless
the arrangement constitutes a financing transaction, where the debt instrument is measured at the present
value of the future payments discounted at a market rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.
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THE HESLEY GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1 Accounting policies (Continued)

Derecognition of financial liabilities
Financial liabilities are derecognised when, and only when, the company's contractual obligations are
discharged, cancelled, or they expire.

Equity instruments

Equity instruments issued by the company are recorded at the fair value of proceeds received, net of
transaction costs. Dividends payable on equity instruments are recognised as liabilities once they are no
longer at the discretion of the company.

Taxation .
The tax expense represents the sum of the current tax expense and deferred tax expense. Current tax
assets are recognised when tax paid exceeds the tax payable.

Current and deferred tax is charged or credited to profit or loss, except when it relates to items charged or
credited to other comprehensive income or equity, when the tax follows the transaction or event it relates to
and is also charged or credited to other comprehensive income, or equity.

Current tax assets and current tax liabilities and deferred tax assets and deferred tax liabilities are offset, if
and only if, there is a legally enforceable right to set off the amounts and the entity intends either to settle
on the net basis or to realise the asset and settle the liability simultaneously.

Current tax is based on taxable profit for the year. Taxable profit differs from total comprehensive income
because it excludes items of income or expense that are taxable or deductible in other periods. Current tax
assets and liabilities are measured using tax rates that have been enacted or substantively enacted by the

reporting date.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled based on tax rates that have been enacted or substantively enacted by the
reporting date. Deferred tax is not discounted.

Deferred tax liabilities are recognised in respect of all timing differences that exist at the reporting date.
Timing differences are differences between taxable profits and total comprehensive income that arise from
the inclusion of income and expenses in tax assessments in different periods from their recognition in the
financial statements. Deferred tax assets are recognised only to the extent that it is probable that they will
be recovered by the reversal of deferred tax liabilities or other future taxable profits.

Emplc;yee benefits
The costs of employee benefits are recognised as a liability and an expense, unless those costs are
required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee's services
are received.

Termination benefits are recognised immediately as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

Retirement benefits

Defined contribution plans

For defined contribution schemes the amount charged to profit or loss is the contributions payable in the
year. Differences between contributions payable in the year and contributions actually paid are shown as
either accruals or prepayments.
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THE HESLEY GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1

Accounting policies (Continued)

Teachers' Pension Scheme ('TPS')
Retirement benefits to employees of the company are provided by the Teachers' Pension Scheme which

are multi-employer defined benefit schemes.

The TPS is an unfunded scheme and contributions are calculated so as to spread the cost of pensions
over employees' working lives with the company in such a way that the pension cost is a substantially level
percentage of current and future pensionable payroll. The contributions are determined by the Government
Actuary on the basis of quadrennial valuations using a projected unit method. The TPS is a multi-employer
scheme but there is insufficient information available to use defined benefit accounting, it is therefore
treated as a defined contribution scheme for accounting purposes and the contributions recognised in the
period to which they relate. Differences between contributions payable in the year and contributions
actually paid are shown as either accruals or prepayments.

Leases

Rentals payable under operating leases, including any lease incentives received, are charged to income
on a straight line basis over the term of the relevant lease except where another more systematic basis is
more representative of the time pattern in which economic benefits from the lease asset are consumed.

Judgements and key sources of 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.

The company makes estimates and assumptions concerning the future. The resulting accounting estimates
and assumptions 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 discussed below.

Critical accounting estimates and uncertainties

Useful life of assets

The annual depreciation charge for tangible 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. No changes to useful economic lives or residual values have been determined
necessary this year. Details of depreciation rates can be found in note 1 (accounting policies) and the
depreciation charge in note 12 (tangible fixed assets).

Critical judgements
The following judgements (apart from those involving estimates) have had the most significant effect on
amounts recognised in the financial statements. ‘

Property, plant and equipment expenditure

The company incurs significant expenditure in maintaining and improving it's property, plant and equipment.
Repairs and maintenance costs are expensed unless the replacement is expected to provide incremental
future benefits to the company. During the year the company capitalised £5,810,331 of costs (2018 -
£10,273,764) and expensed £1,059,863 of costs (2018 - £1,022,991). '
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THE HESLEY GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

3 Change in accounting estimate

During the year, a review was undertaken on fixtures and fittings and it was determined that it would be
more appropriate to be split into fixtures and fittings and computer equipment. The depreciation policy for
fixtures and fittings was previously 15% reducing balance but was amended to be straight line over 5 years
and a new policy of 3 years straight line was introduced for computer equipment to better reflect the useful
economic life of the assets. The net book value and depreciation charge for these assets in the year was
£3,621,555 and £1,563,041 respectively. If no change had been made the net book value and depreciation
on these assets would have been £5,577,575 and £820,320 respectively. Additionally, in the year assets
with a net book value of £1,500,408 were written off as they no longer had any economic value or were no
longer deemed to be owned by the company.

4 Turnover and other revenue

All of the company's turnover £54667147 (2018 - £50274865) is derived in the UK from the provision of
care services.

5 Employeeé

The average monthly number of persons (including directors) employed by the company during the year

was:
2019 2018
Number Number
Staff based at head office 126 114
Staff based at sites delivering care and education services 1,511 1,415
1,637 1,529

Their aggregate remuneration comprised:
2019 2018
£ £
Wages and salaries ‘ 31,601,388 27,807,357
Social security costs 2,386,435 2,099,692
Pension costs 801,592 629,941
Compensation for loss of office - 29,426

34,789,415 30,666,416

Employee costs above exclude agency staff costs.

Staff costs in the Statement of Income and Retained Earnings include agency staff costs.
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THE HESLEY GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

6 Directors' remuneration

2019 2018

£ £

Remuneration for qualifying services ) 1,081,448 1,077,449
Company pension contributions to defined contribution schemes 39,231 38,316

1,120,679 1,115,765

The number of directors for whom retirement benefits are accruing under defined contribution schemes
amounted to 4 (2018 - 4).

Remuneration disclosed above include the following amounts paid to the highest paid_director:

2019 2018
£ £
Remuneration for qualifying services 491,002 485,561
Company pension contributions to defined contribution schemes 10,000 10,000
7 Operating profit
2018 2018
Operating profit for the year is stated after charging/(crediting): £ £
Depreciation of owned tangible fixed assets 2,208,774 1,257,690
Write off of fixtures and fittings 1,500,408 -
(Profit)/loss on disposal of tangible fixed assets (201,508) 120,056
Operating lease charges - 30,271
8 Auditors' remuneration
2019 2018
Fees payable to the company's auditor and its associates: £ £
For audit services
Audit of the company's financial statements _ 27,500 27,500
For other services
Other assurance services 4,750 4,750
Taxation compliance services 15,000 15,350
Other taxation services : 106,863 63,850
All other non-audit services 23,124 27,332
149,737 111,282
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THE HESLEY GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

9 Exceptional costs

Other exceptional costs

Other exceptional costs relates to legal & professional fees.

10 Interest receivable and similar income

Interest income
Interest receivable from group companies

11 Interest payable and similar expenses

Interest on bank overdrafts and loans
Interest payable to group undertakings

2019° 2018

£ £

176,324 -

2019 2018

£ £

606,248 403,855

2019 2018

£ £

2,803 1,790,029

1,346,025 612,551
1,348,828

2,402,580
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

12

Taxation

Current tax

UK corporation tax on profits for the current period
Adjustments in respect of prior periods

Total current tax

Deferred tax

Origination and reversal of timing differences

Adjustment in respect of prior periods

Total deferred tax

Total tax charge

2019 2018

£ £
990,820 1,240,827
(709) 570
990,111 1,241,397
(157,522) 64,357
49,049 (785)
(108,473) 63,572
881,638 1,304,969

The total tax charge for the year included in the income statement can be reconciled to the profit before tax

multiplied by the standard rate of tax as follows:

Profit before taxation

Expected tax charge based on the standard rate of corporation tax in the UK
of 19.00% (2018: 19.00%)

Tax effect of expenses that are not deductible in determining taxable profit
Tax effect of income not taxable in determining taxable profit

Adjustments in respect of prior years

Effect of change in corporation tax rate

Group relief

Deferred tax adjustments in respect of prior years

Deduction for land remediation expenditure -

Taxation charge for the year

2019 2018

£ £
6,046,423 7,144,189
1,148,820 1,357,396
69,550 144,003
(624) (32,416)
(709) (215)
18,531 (7.571)
(400,892) (154,007)
49,049 ' .
(2,087) (2,.221)
881,638 1,304,969
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13 Tangible fixed assets’

Freehotd land Assets under Fixtures and Computer Motor vehicles Total
and buildings  construction fittings equipment
£ £ £ £ £ £

Cost
At 1 January 2019 25,689,703 5,986,334 10,953,742 525,406 961,092 44,116,277
Additions 1,160,289 2,526,285 1,594,288 306,048 373,586 5,960,496
Disposals - - (7,467,873) - (234,329) (7,702,202)
Transfers 4,185,804 (4,185,804) - - - -
At 31 December 2019 : 31,035,796 4,326,815 5,080,157 831,454 1,100,349 42,374,571
Depreciation and impairment
At 1 January 2019 6,009,608 - 6,857,498 © 71,420 495,151 13,433,677
Depreciation charged in the year 525,705 - 1,278,736 284,305 120,028 2,208,774
Eliminated in respect of disposals - - (6,101,903) - (168,882) (6,270,785)
At 31 December 2019 6,535,313 - 2,034,331 , 355725 446,297 9,371,666
Carrying amount
At 31 December 2019 : 24,500,483 4,326,815 3,045,826 475,729 654,052 33,002,905

At 31 December 2018 19,680,095 5,986,334 4,096,244 453,986 465,941 30,682,600
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13

14

15

16

Tangible fixed assets (Continued)

The company has provided security against all assets including all tangible fixed assets with a net book
value of £32,279,382 (2018 - £30,682,600) to secure the group's banking facilities.

Debtors
Amounts falling due within one year:

Trade debtors

Corporation tax recoverable

Amounts owed by group undertakings
Other debtors

Prepayments and accrued income

Creditors: amounts falling due within one year

Trade creditors

Amounts due to participating interests
Amounts due to group undertakings
Corporation tax

Other taxation and social security
Other creditors

Accruals and deferred income

Deferred taxation

2019 2018

£ £
8,115,898  *7,319,317
- 11,362
14,433,040 13,944,740
97,674 17,578
1,420,402 551,619
24,067,014 21,844,616
2019 2018

£ £

972,500 1,776,820
8,600 8,600
34,046,490 31,678,347
(117,624) -
612,218 528,608
453,588 105,436
6,436,306 5,788,860
42,412,078 39,886,671

Deferred tax assets and liabilities are offset where the company has a legally enforceable right to do so.
The following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:

Balances:

Accelerated capital allowances
Other timing differences

Liabilities Liabilities
2019 2018

£ £
914,816 1,035,481
- (12,192)

914,816 1,023,289
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16

17

Deferred taxation (Continued)

2019
Movements in the year: £
Liability at 1 January 2019 1,023,289
Credit to profit and loss (108,473)
Liability at 31 December 2019 914,816

The deferred tax liability of £1,023,289 (2018 - £1,023,289) is expected to reverse over a period greater
than 12 months and relates to accelerated capital allowances.

Retirement benefit schemes

Defined contribution schemes .
The company operates a defined contribution pension scheme for the benefit of employees. The assets of
the scheme are held separately from those of the company in an independently administered fund.

The total contributions payable by the company in the year in respect of this scheme amounted to
£686,525 (2018 - £836.725). The total balance of pension contributions outstanding at the year end is
£58,945 (2018 - £91,570).

Teachers' Pension Scheme

The TPS is an unfunded multi-employer defined benefits pension scheme governed by the Teachers'
Pensions Regulations 2010 and Teachers' Pension Scheme Regulations 2014. Members contribute on a
“pay as you go” basis with contributions from members and the employer being credited to the Exchequer.
Retirement and other pension benefits are paid by public funds provided by Parliament.

Employer and employee contribution rates
The employer contribution rate remained at 16.48% (including a 0.08% administration fees), with an

employer cost cap of 10.9% of pensionable pay.

The Department of Education has also devolved the scheme administration costs to scheme employers in
the form of an administration charge of 0.08% of the employers' salary costs which has resulted in a total

. employer payment rate of 16.48%.

The next revision to the employer contribution rate is not expected to take effect until 1 April 2019. This will
follow on from the previous actuarial valuation which happened on 31 March 2016. This valuation
determined the opening balance of the cost cap fund and provide an analysis of the cost cap as required by
the Public Service Pensions Act 2013.

The pension costs paid to TPS in the year amounted to £148,717 (2018 - £134,783).The total balance of
pension contributions outstanding at the year end is £11,841 (2018 - £11,745),

Under current UK GAAP, the TPS is a multi-employer pension scheme. The company is unable to identify
its share of the underlying assets and liabilities of the scheme.

Accordingly, the company has accounted for its contributions to the scheme as if it were a defined-
contribution scheme. The company has set out above the information available on the scheme and the
implications for the company in terms of the anticipated rates.
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18

19

20

21

22

23

Share capital

2019 2018
£ £
Ordinary share capital
Issued and fully paid
2 Ordinary shares of £1 each 2 2
2 2

The company's ordinary shares, which carry no right to fixed income, each carry the right to one vote at
general meetings of the company.

Financial commitments, guarantees and contingent liabilities

There is a cross guarantee in place between The Hesley Group Limited, Hesley Care & Education Limited
and Hesley Hoidings Limited. At the reporting date, the maximum liability that could have arisen under this
guarantee was £nil (2018 - £nil). The directors consider that it is unlikely that the guarantee will give rise to
an actual liability to the company.

Reserves

Profit and loss reserves
Cumulative profit and loss net of distributions to owners.

Capital commitments

Amounts contracted for but not provided in the financial statements:

2019 2018
£ £
Acquisition of tangible fixed assets ' 3,620,232 1,001,595

Related party transactions

During the year the company invoiced Kisimul Group Limited £234,576 (2018: £nil) in respect of the costs
and expenses of the company’s senior management team. The company's senior management team
provided management services and advice to Kisimul Group Limited during the year. Both entities share
the same ultimate parent company, Cedar Luxco S.a.rl.,, 8 company registered in Luxembourg. At the
reporting date £98,882 (2018 - £nil} was outstanding in relation to these rents.

Directors' transactions

At 31 December 2019, £33 (2018 - £33) was owed by the company to each of C McSharry and D Maynard,
directors of the company. and J Lioyd, a former company director. No interest is charged on the balances
and they are repayable on demand.

At 31 December 2019, £1,058 (2018 - £nil) was owed to the company by C McSharry, a director of the |
company. No interest is charged on the balance and it is repayable on demand.
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Ultimate controlling party

Hesley Care & Education Limited, a company incorporated in the United Kingdom, is the immediate parent
company.

Cedar Luxco S.a.rl., a company registered in Luxembourg, is the ultimate parent company. This is the
parent of the largest group for which consolidated accounts including The Hesley Group Limited are
prepared. The consolidated accounts of Cedar Luxco S.a.rl. can be obtained from the company's
registered office: 37a Avenue J.F. Kennedy, Luxembourg 1855, Luxembourg.

Honour Project Holdco Limited is the parent of the smallest group for which consolidated accounts
including The Hesley Group Limited are prepared. The consolidated accounts of Honour Project Holdco
Limited are available from the company's registered office: Hesley Hall, Tickhill, Doncaster, DN11 SHH.
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