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Cambian Heritage II Limited
Strategic report

The Directors present the Strategic report for Cambian Heritage II Limited (“the Company”) together with the
audited financial statements for the year ended 31 December 2016.

Principal activities

The Company’s principal activities is the generation of capital growth through development of and investment in,
fit for purpose, well designed, high quality properties used in the childcare sector.

Business review
The profit and loss account of the Company is set out on page 8.
The Company’s Key Performance Indicators (“KPIs”) are net assets and profit before tax.

Movement in the KPIs in the year were as follows:

2016 2015 Movement
Net assets 198,896,646 247,407,909 (20%)
(Loss)/profit before tax (45,229,580) 12,235,093 (470%)

During the course of the year, Cambian Heritage 11 disposed of a number of properties as part of a wider corporate
reorganisation within the Cambian Group. An impairment charge of £12.6m was incurred on the properties sold,
and a further £45.0m impairment was required on other properties. For this reason, the company made a loss this
financial year.

Business risks and strategy

The Company holds a portfolio of freehold assets which are subject to fluctuations in the UK real estate market
which will affect the value of the real estate assets that the Company holds.

Entities have large intergroup balances which could negatively impact going concern. This risk is mitigated
through the assurance that for at least twelve months from the date of approval of these financial statements, that
they will not seek repayment of the amounts currently due.

The Company is a wholly-owned subsidiary of the ultimate holding company, Cambian Group Plc, which is listed
on the London Stock Exchange. Details of the Group’s business risks and strategy can be reviewed in the Annual
Report which is available on the Group’s website.

Approved by the Board of Directors and signed on behalf of the Board

S Asari
Divector
15 September 2017

N



Cambian Heritage II Limited
Directors’ report

The Directors present their annual report on the affairs of the Company, together with the audited financial
statements for the year ended 31 December 2016.

Going concern

The Directors have a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future. Although the Company made a loss of £48.5m (2015: £9.8m profit), its parent
company, Cambian Group Holdings Ltd, has confirmed that it will continue to provide financial support to the
Company for at least twelve months from the date of approval of these financial statements. Thus, they continue to
adopt the going concern basis in preparing the annual financial statements. Thus they continue to adopt the going
concern basis in preparing the annual financial statements.

Further details regarding the adoption of the going concern basis can be found in Note 2 of the financial statements.
Future Developments

Cambian Heritage 11 Limited intends to continue its activities in the development of and investment in, fit for
purpose, well designed, high quality properties used in the childcare sector. Further details of the Group’s future
plans can be found in the Group’s annual report which can be obtained as set out in note 18.

Financial risk management objectives and policies
Credit risk

The Company's principal financial assets are bank balances, intergroup debtors and investments. Cash is only
deposited with major financial institutions. Credit risk is considered to be insignificant.

Ligquidity risk

In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future
developments, the Group, of which the Company is a member, uses a mixture of long-term and short-term debt
finance. The Group prepares and monitors a cash flow forecast which reflects known commitments and ensures
financial instruments are arranged as necessary to facilitate the requirements.

Post balance sheet events

There have been no significant events after the balance sheet date in the current year.
Dividends

The Directors do not recommend the payment of a dividend (2015: £nil).

Directors

The Directors, who served during the year were as follows:

M Asaria

AM Carrie (appointed 28 December 2016)
A Griffith (resigned 27 April 2016)

A Kang (appointed 12 July 2017)

M McQuaid (resigned 28 December 2016)
A Romero (resigned 28 December 2016)

Directors’ indemnities

The Company has made qualifying third party indemnity provisions for the benefit of its Directors which were
made during the year and remain in force at the date of this report.

(%)



Cambian Heritage II Limited
Directors’ report (continued)

Auditor

Each of the persons who is a Director at the date of approval of this report confirms that:

e so far as the Director is aware, there is no relevant audit information of which the Company's auditor is
unaware; and

o the Director has taken all the steps that he/she ought to have taken as a Director in order to make himself/herself
aware of any relevant audit information and to establish that the Company's auditor is aware of that
information.

" " 'This confirmation is given-and-should be interpreted in accordance with the provisions of s418 of the Companies
Act 2006. ' :

Deloitte LLP have indicated their willingness to be reappointed for another term and appropriate arrangements are
being made for them to be deemed reappointed as auditor under s487 of the Companies Act 2006 unless the
members exercise their statutory rights to prevent reappointment.

Approved by the Board of Directors and signed on its behalf by:




Cambian Heritage II Limited
Directors’ responsibilities statement

The Directors are responsible for-preparing the annual 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), including FRS 101 “Reduced
Disclosure Framework”. 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:

e select suitable accounting policies and then apply them consistently;

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

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

e 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 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 the maintenance and integrity of the corporate and financial information included on
the Company’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.



Cambian Heritage II Limited
Independent auditor’s report to the members of Cambian Heritage 11
Limited

We have audited the financial statements of Cambian Heritage 11 Limited for the year ended 31 December 2016
which comprise the Profit and loss account, the Balance sheet, the Statement of changes in equity and the related
notes | to 18. The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including
FRS101 “Reduced Disclosure Framework”.

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
mattcrs 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 thc Company’s
members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and auditor

As explained more fully in the Directors’ responsibilities statement, the Directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility
is to audit and express an opinion on the financial statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices
Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the Company’s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the Directors; and the overall presentation of the financial statements. In addition,
we read all the financial and non-financial information in the annual report to identify material inconsistencies with
the audited financial statements and to identify any information that is apparently materially incorrect based on, or
materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:

e give a true and fair view of the state of the Company’s affairs as at 31 December 2016 and. of its loss for
the year then ended; .

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

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

Opinion on other matter prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e 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

e the Strategic report and the Directors’ report have been prepared in accordance with applicable legal
requirements.

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 any material misstatements in the Strategic report and the Directors’ report.



Cambian Heritage II Limited
Independent auditor’s report to the members of Cambian Heritage 11
Limited (continued)

Matters on which we are required to report by exception

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:

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

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

o 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.

Mark Beddy FCA (Senior Statutory Auditor)

for and on behalf of Deloitte LLP
Statutory Auditor

London, United Kingdom

15 September 2017



Cambian Heritage 11 Limited

Profit and loss account
For the year ended 31 December 2016

Note
Turnover
Cost of sales
Gross profit
Administrative expenses
Operating (loss)/profit 4
Interest receivable and similar income 5
Impairment of investment property 9
Interest payable and similar charges 6
Loss/(profit) before taxation
Tax on (loss)/profit 7

(Loss)/profit after taxation

The profit and loss account has been prepared on the basis that all operations are continuing operations.

2016 2015
£ £
15,425,591 15,181,841
)] -
15,425,582 15,181,841

(5,572,840) (5,008,950)
(34,127,932) 10,172,891
1,496,790 3,203,405
(57,578,704) -
(408) (1,141,203)
(45,229,580) 12,235,093
(3,281,683) (2,426,799)
(48,511,263) 9,808,294

There was no comprehensive income other than that passing through the profit and loss account in either year.

Accordingly no separate Statement of comprehensive income has been prepared.

The notes on pages 11 to 22 form an integral part of these financial statements.



Cambian Heritage II Limited

Balance sheet
As at 31 December 2016

Fixed assets
Tangible assets -
Investment property
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors: Amounts falling due within one year
Provision for liability

Net current assets

Total assets less current liabilities

Net assets

Capital and reserves
Called up share capital
Share premium account
Revaluation reserve
Profit and loss account

Shareholders’ funds

The notes on pages 11 to 22 form an integral part of these financial statements.

Note

11

12
13

2016 2015

£ £

204,342 296,520
129,711,731 220,691,245
8,923,167 8,637,013
138,839,240 229,624,778
64,021,306 52,513,969
11,958 48,424
64,033,264 52,562,393
(3,437,376)  (34,097,280)
(538,482) (681,982)
60,057,406 17,783,131
198,896,646 247,407,909
198,896,646 247,407,909
4,650,100 4,650,100
105,580,100 105,580,100
80,034,071 102,368,598
8,632,375 34,809,111
198,896,646 247,407,909

The financial statements of Cambian Heritage 11 Limited (registered number 03898254) were approved by the Board

of Directors and authorised for issue on 15 September 2017.

Signed on behalf of the Board of Directors,

15 September 2017



Cambian Heritage II Limited

Statement of changes in equity

As at 31 December 2016

Restated balance at 1 January 2015
Profit for the year and total
comprehensive income

Issue of share capital

Balance at 31 December 2015
Loss for the year and total

comprehensive loss .
Transfer from revaluation reserve

Balance at 31 December 2016

Called up Share
share premium Revaluation Profit and
capital account reserve loss account Total
£ £ £ £ £
4,493,100 105,580,100 102,368,598 25,000,817 237,442,615
- - - 9,808,294 9,808,294
157,000 - - - 157,000
4,650,100 105,580,100 102,368,598 34,809,111 247,407,909
- - - (48,511,263) (48,511,263)
(22,334,527) 22,334,527
4,650,100 105,580,100 80,034,071 8,632,375 198,896,646

The notes on pages 11 to 22 form an integral part of these financial statements.



Cambian Heritage II Limited

Notes to the financial statements
For the year ended 31 December 2016

1. General information

Cambian Heritage Il Limited is a private company limited by shares incorporated in the United- Kingdom
under the Companies Act 2006 and is registered in England and Wales. The address of the registered office is
given on page 1. The nature of the Company’s operations and its principal activities are set out in the strategic
report on page 2.

These financial statements are presented in pound sterling because that is the currency of the primary
economic environment in which the Company operates.

The Company is included in the consolidated financial statements of Cambian Group Plc, a company
registered in Great Britain. Accordingly the Company has taken advantage of the exemption given in 5400 of
the Companies Act 2006 from preparing and delivering Group financial statements. The financial statements
present the results of the Company as an individual entity and not the results of the Group.

The Company has applied Financial Reporting Standard (FRS 101) ‘Reduced Disclosure Framework’ issued
by the Financial Reporting Council.
ADOPTION OF NEW AND REVISED STANDARDS

Amendments to IFRSs that are mandatorily effective for the current year

In the current year, the Company has applied a number of amendments to 1FRSs issued by the International
Accounting Standards Board (IASB) that are mandatorily effective for an accounting period that begins on or
after 1 January 2016. Their adoption has not had any material impact on the disclosures or on the amounts
reported in these financial statements.

Annual Improvements IFRS 5 Non-current Assets Held for Sale and

to IFRSs: 2012-2014 Discontinued Operations, IFRS 7 Financial
Instruments: Disclosures, 1AS 19 Employee Benefits
and 1AS 34 Interim Financial Reporting.

Accounting for Acquisitions of Interest in Joint Amendments to IFRS 11 Joint Arrangements
Operations
Clarification of Acceptable Method of Amendments to IAS16 and IAS38
Amortisation
Equity method in separate financial statements Amendments to 1AS 27
Investment Entities: Applying the Consolidation | Amendments to IFRS 10, IFRS 12 and 1AS 28
Exception
Disclosure Initiative Amendments to 1AS 1

2. Significant accounting policies

Basis of accounting

The Company meets the definition of a qualifying entity under Financial Reporting Standard (FRS 101)
‘Reduced Disclosure Framework’ issued by the Financial Reporting Council.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under
that standard in relation to financial instruments, capital management, presentation of comparative
information in respect of certain assets, presentation of a cash-flow statement, standards not yet effective,
impairment of assets and related party transactions.

Where relevant, equivalent disclosures have been given in the group financial statements of Cambian Group
Plc. The group financial statements of Cambian Group Plc are available to the public and can be obtained as
set out in note 18.



Cambian Heritage I1 Limited

Notes to the financial statements (continued)
For the year ended 31 December 2016

2. Significant accounting policies (continued)
Basis of accounting (continued)

The financial statements have been prepared on the historical cost basis. Historical cost is generally based
on the fair value of the consideration given in exchange for the goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating the fair value of an asset or a
liability, the Company takes into account the characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the asset or liability at the measurement date.
Fair value for measurement purposes in these financial statements is determined on such a basis, except for
measurements that have some similarities to fair value but are not fair value, such as value in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value measurements are observable and the significance
of the inputs to the fair value measurement in its entirety, which are described as follows:
e Level I inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the entity can access at the measurement date;
e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for
the asset or liability, either directly or indirectly; and
e Level 3 inputs are unobservable inputs for the asset or liability.

The principal accounting policies adopted are set out below.
Going concern

The Directors have, at the time of signing the financial statements, a reasonable expectation that the
Company has adequate resources to continue in operational existence for the foreseeable future. Although
the Company made a loss of made a loss of £48.5m (2015: £9.8m profit), its parent company, Cambian
Group Holdings Ltd, has confirmed that it will continue to provide financial support to the Company for at
least twelve months from the date of approval of these financial statements. Accordingly, they have adopted
the going concern basis of accounting in preparing the financial statements. The Directors have considered
the Company’s cash flow forecasts and profit projections and are satisfied that the Company should be able
to operate within its current facilities. The financial statements do not include any adjustments that would
result from the basis of preparation being inappropriate. Turnover :

Turnover for the provision of rental services is recognised on a straight-line basis over the period of the
lease.

Investments
Fixed asset investments are held at cost less any provision for impairment.
Tangible fixed assets

Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment. Depreciation
is provided on all tangible fixed assets, at rates calculated to write off the cost of each asset on a straight-line
basis over its expected useful life, as follows:

Computer equipment 3 years
Fixtures fittings & equipment 4-5 years

No depreciation is charged on assets under construction until the assets are ready for use.



Cambian Heritage II Limited

Notes to the financial statements (continued)
For the year ended 31 December 2016

2.

Significant accounting policies (continued) -

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the profit and loss account because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The company’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
balance sheet date.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts
of assets and liabilities in the financial statements and the corresponding tax bases used in the computation
of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available against which deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from the
initial recognition of goodwill or from the initial recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to
be recovered. '

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled
or the asset is realised based on tax laws and rates that have been enacted or substantively enacted at the
balance sheet date. Deferred tax is charged or credited in the profit and loss account, except when it relates
to items charged or credited in other comprehensive income, in which case the deferred tax is also dealt with
in other comprehensive income.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from
the manner in which the company expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the company intends to settle its current tax assets and liabilities on a net basis.

Leases

Rentals under operating leases are charged on a straight-line basis over the lease term, even if the payments
are not made on such a basis. Benefits received and receivable as an incentive to sign an operating lease are
similarly spread on a straight-line basis over the lease term.

Finance costs

instruments at a constant rate on the carrying amount.
Investment property

Investment property comprise significant portions of freehold office buildings that are held for long-term
rental yields and/or for capital appreciation



Cambian Heritage Il Limited

Notes to the financial statements (continued)
For the year ended 31 December 2016

2.

Significant accounting policies (continued)
Investment property (continued)

Investment properties are initially recognised at cost and subsequently carried at cost less accumulated
depreciation and accumulated impairment losses. Depreciation is calculated using a straight-line method to
allocate the depreciable amounts over the estimated useful lives of 50 years. The residual values, useful
lives -and depreciation method. of investment properties are reviewed, and adjusted as appropriate, at each
balance sheet date. The effects of any revision are included in profit or loss when the changes arise.

Financial instruments

Financial assets and financial liabilities are recognised in the Company’s balance sheet when the Company
becomes a party to the contractual provisions of the instrument.

Financial assets

All financial assets are recognised and derecognised on a trade date where the purchase or sale of a financial
asset is under a contract whose terms require delivery of the financial asset within the timeframe established
by the market concerned, and are initially measured at fair value, plus transaction costs. All financial assets,
other than cash and cash equivalents, are classified as “loans and receivables”.

Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted
in an active market are classified as loans and receivables. Loans and receivables are measured at amortised
cost using the effective interest method, less any impairment. Interest income is recognised by applying the
effective interest rate, except for short-term receivables when the recognition of interest would be
immaterial. Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are
impaired where there is objective evidence that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future cash flows of the investment have been
affected. :

For certain categories of financial asset, such as trade receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the Company’s past experience of collecting
payments, an increase in the number of delayed payments in the portfolio past the average credit period of
60 days, as well as observable changes in national or local economic conditions that correlate with default
on receivables.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables, where the carrying amount is reduced through the use of an
allowance account. When a trade receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously written off are credited against the
allowance account. Changes in the carrying amount of the allowance account are recognised in profit or
loss.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership
of the asset to another entity. If the Company neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred asset, the Company recognises its retained
interest in the asset and an associated liability for amounts it may have to pay. If the Company retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Company continues
to recognise the financial asset and also recognises a collateralised borrowing for the proceeds received.



Cambian Heritage II Limited

Notes to the financial statements (continued)
For the year ended 31 December 2016

2. Significant accounting policies (continued)
Financial liabilities and equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangement.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Company are recognised at the proceeds
received, net of direct issue costs.

Financial liabilities
All financial liabilities are classified as other financial liabilities.
Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability, or, where
appropriate, a shorter period, to the net carrying amount on initial recognition.

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or they expire.

3. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described in note 2, the directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects both current and future periods.

Critical judgements in applying the Company’s accounting policies

There were no critical judgements, apart from those involving estimations (which are deait with separately
below), that the directors have made in the process of applying the company’s accounting policies.

Key source of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance
sheet date, 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.

Carrying value of investment property

Determining whether investment property is impaired requires an estimation of the value in use, and if
required, estimation of the fair value less costs of disposal. The value in use calculation requires the entity to
estimate the future cash flows expected to arise from the property, plant and equipment, and a suitable
discount rate in order to calculate present value. Key assumptions are detailed in note 9.



Cambian Heritage II Limited

Notes to the financial statements (continued)
For the year ended 31 December 2016

4. Operating profit

Operating profit is stated after charging:

~ Depreciation of tangible fixed assets

Depreciation of investment property -~ = - - - -

Fees payable to the Company’s auditor for:
- the audit of the annual financial statements

2016 2015

£ £

82,804 82,295
5,063,678 4,900,938
7,548 25,610

The average monthly number of employees (Directors are not included, and disclosed in the Director’s

report) during the year was zero (2015: zero).

There were no Directors’ emoluments in the current or previous year. The Directors were remunerated

through other Group companies.

5. Interest receivable and similar income

Interest receivable from group undertakings

2016 2015
£ £

1,496,790 3,203,405

1,496,790 3,203,405

The interest receivable from Group undertakings is accrued and received at a rate of 5% on fixed balances,

whilst other trading balances do not attract interest.

6. Interest payable and similar charges

Bank charges
Interest payable to group undertakings

2016 2015
£ £
408 188
- 1,141,016
408 1,141,203

The interest payable to Group undertakings is accrued and paid at a rate of 5% on fixed balances, whilst

other wrading balances do not attract interest.



Cambian Heritage II Limited

Notes to the financial statements (continued)
For the year ended 31 December 2016

7. Tax
2016 2015
£ £
UK Corporation tax
Current tax on profit for the year 3,193,698 3,219,862
Adjustment in respect of previous years 231,485 (644,999)
FRS 101 adjustment - 78,923
Total current tax 3,425,183 2,653,785
Deferred tax (note 14)
Origination and reversal of timing differences (143,500) (148,063)
Adjustments in respect of previous years - -
FRS 101 adjustment - (78,923)
Total tax charge on profit 3,281,683 2,426,799

The tax assessed for the year is higher (2015: lower) than the standard rate of Corporation tax in the UK
applied to profit before tax. The differences are explained below.

2016 2015
£ £
(Loss)/profit before tax (45,229,580) 12,235,093
Tax on (loss)/profit at standard UK corporation tax rate of
20.00% (2015: 20.25%) (9,045,916) 2,477,187
Effects of:
Expenses not deductible for tax purposes 2,519,606 -
Capital allowances in excess of depreciation (270,534) (227.471)
Ineligible fixed asset difference 9,847,042 822,082
Adjustments to tax charge in respect of previous years 231,485 (644,999)
Origination and reversal of timing differences - -
Total tax charge for the year 3,281,683 2,426,799

On 8 July 2015, the UK Government announced a reduction in the main rate of UK corporation tax to 19%
with effect from | April 2017, and a subsequent 1% reduction to 18% with effect from 1 April 2020. These
rate changes were substantively enacted on 18 November 2015 and reflected in the above calculations.

In March 2016, the UK Government announced a further reduction in the main rate of UK corporation tax to
17% with effect from | April 2020. This rate change was substantively enacted on 6 September 2016.
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8. Tangible fixed assets

Fixtures,
fittings and Asset under
equipment construction Total
£ £ £
Cost T Tt o
At | January 2016 654,165 - 654,165
Additions 765,914 88,539 854,453
Disposals (812,395) (86,724) (899,119)
Transfer 738 (1,815) (1,077)
At 31 December 2016 608,422 - 608,4.22
Depreciation
At | January 2016 357,645 ' - 357,645
Charge for the year 82,804 - 82,804
Disposals (36,371) - (36,371)
At 31 December 2016 404,078 - 404,078
Net book value
At 31 December 2016 204,342 - 204,342
At 31 December 2015 296,520 - 296,520
9. Investment property
Total
£
Cost
At | January 2016 251,703,635 -
Additions 3,071,705
Disposals (33,357,778)
Transfer 1,077
At 31 December 2016 221,418,639
Depreciation
At | January 2016 31,012,390
Charge for the year 5,063,678
Impairment 57,578,704
Disposals (1,947,864)
At 31 December 2016 91,706,908
Net book value
At 31 December 2016 129,711,731
At 31 December 2015 220,691,245
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10.

Investment property (continued)

During the year, the Company received £15,425,591 (2015: £15,181,841) from operating lease rentals of
investment property. ' :

During the year the Group carried out a review of the recoverable amount of its investment property
throughout the business. The recoverable amount, which is the higher of fair value less cost of disposal and
the value in use, has been determined initially based on value in use calculations. These calculations use
cash flow projections for operational assets at the balance sheet date based on the contractual cash flows of
its leasing arrangements for up to 4 years. Cash flows beyond this year are extrapolated using growth rates,
which do not exceed the expected long-term economic growth rate. The review has led to an impairment
loss of £45.0m in land and buildings which has been recognised in profit or loss.

The key assumptions for the value in use calculations are those regarding discount rates and long-term
growth rates. Contractual cash flows are based on leasing agreements with fellow group companies. The
company has assumed a growth rate of 3% into perpetuity when assessing its future cash flows.
Management estimates discount rates using pre-tax rates that reflect the market assessment of the time
value of money as at each balance sheet date, adjusted for the risks specific to the Group.

The discount rate used in measuring value in use was 7.9% per annum.

Certain investment properties were disposed of during the year to the fellow group companies during a
group reorganization in November 2016. An external valuation was carried out as part of this process and
the certain investment properties were impaired to market value through this process. The resultant

impairment was £12.6m

Fixed asset investments

Total
£

Cost
At 1 January 2016 126,686,013
Additions 286,154
At 31 December 2016 126,972,167
Impairment
At 1 January 2016 118,049,000
At 31 December 2016 118,049,000
Net book value
At 31 December 2016 8,923,167

At 31 December 2015 8,637,013

The addition of the fixed asset investment relates the capitalization of a loan between Cambian Heritage 1}
and Cambian Properties 1l Ltd. In settlement of the loan, 286,154 £1 shares in Cambian Properties Il Ltd
were issued to Cambian Heritage 11 Ltd at par value. The value of the investment has increased by this
amount.
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10.  Fixed asset investments (continued)
The Company holds investments in the following companies:
Company Country of Principal activity Class of share % held
registration or :
o ~ incorporation
Cambian Developments 11 Limited S EJ'éréey - Trading Ordinary 100%
Cambian Properties Il Limited Jersey Dormant Ordinary 100%
The registered address for both of the entities listed above is 9 Burrard Street St Helier Jersey JE4 SUE
11.  Debtors
2016 2015
£ £
Amounts owed by Group undertakings 64,019,848 52,513,969
Other debtors 1,458 -
64,021,306 52,513,969
The interest receivable from Group undertakings is accrued and received at a rate of 5% on fixed balances,
whilst other trading balances do not attract interest. Amounts due from Group undertakings are repayable on
demand. Interest of £1,496,790 (2015: £3,203,405) has been received in the year.
12.  Creditors — amounts falling due within one year
2016 2015
£ £
Trade creditors 244412 29,622
Amounts owed to Group undertakings - 28,392,553
Other creditors 1,008
Corporation tax 3,178,333 2,635,421
Accruals and deferred income 16,623 39,684
3,437,376 31,097,280

The interest payable to Group undertakings is accrued and paid at a rate of 5% on fixed balances, whilst
other trading balances do not attract interest. Ail amounts due to Group undertakings are repayable on

demand. Interest of £nil (2015: £nil) has been paid in the current year.
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13. Provision for liabilities

Deferred tax (note 14)

14. Deferred tax

Balance at 1 January
(Credit)/charge for year

Balance at 31 December

The deferred tax liability is made up as follows:

Accelerated capital allowances
The deferred tax liability is recognised as a provision for liability (note 13).

15.  Called up share capital

Allotted, called up and fully paid — 4,650,100
(2015: 4,650,100) ordinary shares of £1 each
Balance at | January

Issued during the year

Balance at 31 December

2016 2015
£ £

538,482 681,982
2016 2015

£ £

681,982 830,046
(143,500) (148,064)
538,482 681,982
2016 2015

£ £

538,482 681,982
2016 2015

£ £
4,650,100 4,493,100
- 157,000
4,650,100 4,650,100
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16.

B

18.

A

Revaluation reserve

The revaluation reserve was established because, prior to the company adopting FRS 101 as its accounting

framework, Cambian Heritage 11 Limited’s accounting policy was to report its land and buildings at fair
value based on periodic external revaluations, rather than at cost less accumulated depreciation. The change
in value of the land and buildings was credited to the revaluation reserve.

Operating lease arrangements. . .

Operating leases relate to investment property owned by the Company with lease terms of 35 years. Total
future minimum lease receivables under non-cancellable operating leases are as follows:

Land and Land and

buildings buildings

2016 2015

£ £

- within one year 11,696,159 15,310,780
- between one and five years 46,784,636 61,243,121
- more than five years 260,053,823 356,301,578

318,534,618 432,855,479

Control

The immediate parent Company is Cambian Heritage 1 Limited. The ultimate parent Company and
controlling party and the smallest and largest group into which the financial statements of the Company are
consolidated is Cambian Group Plc a Company incorporated in Great Britain whose registered address is 4™
Floor, Waterfront Building, Hammersmith Embankment, W6 9RU. Consolidated financial statements are
available on request from this address.
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