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ADVANCED CHILDCARE SERVICES LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2019

The directors present their annual report and financial statements for the year ended 30 September 20189.

Principal activities
The principal actlvity of the company continued to be that of a holding company for the subsidiaries providing
specialist care services for children.

Results and dividends
The results for the year are set out on page 2.

No ordinary dividends were paid. The directors do not recommend payment of a final dividend.

Strategic report exemption
The company has taken advantage of the small companies exemption under S414B of the
-‘Companies Act 2006 -from the reguirement-to prepare a strategic report. e —m

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

C K Dickinson {Appointed 28 March 2019)
J ivers {Appointed 28 March 2018)
F Sheikh (Appointed 28 March 2019)
H Sheikh (Appointed 28 March 2019)

J D Wiles {(Appointed 18 October 2018)
M S Asaria (Resigned 18 October 2018)
A M Carrie (Resigned 30 June 2019)

A Kang {Resigned 18 October 2018)

Qualifying third party indemnity provisions
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 reporting date.

On behalf of the board

C K Dickinson
Director




ADVANCED CHILDCARE SERVICES LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Year

ended

30 September

2019

Notes £000¢

investment income 5 1,014

Profit before taxation 1,014

Tax on profit 6 (123)

financial year 1 821

Period
ended

30 September
2018

£'000

The income statement has been prepared on the basis that all operations are continuing operations,




ADVANCED CHILDCARE SERVICES LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 30 SEPTEMBER 2019

Notes

Non-current assets
Investments 7

Current assets
Trade and other receivables 9

Current liabilities
Taxation and social security

Net current assets
Total assets less current liabilities
Net assets

Equity
Called up share capital 10
Retained earnings 1

Total equity

2018
£'000

11,352

22,338

364

21,974

33,326

33,326

78,795
(45,469)

33,326

2018
£'000

32,505

32,605

78,795
(46,290)

32,505

For the financial year ended 30 September 2019 the company was entitled to exemption from audit under

secticn 479A of the Companies Act 2006 relating to subsidiary companies.

The directors acknowledge their responsibilities for complying with the requirements of the Companies Act 2006
with respect to accounting records and the preparation of financial statements.

The members have not required the company to obfain an audit of its financial statements for the year in

question in accardance with section 476.

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

and are signed on its behalf by:

C K Dickinson
Director

Company Registration No. 67559570

1g/et /o




ADVANCED CHILDCARE SERVICES LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 SEPTEMBER 2019

Balance at 1 January 2018

Period ended 30 September 2018:
Profit and total comprehensive income for the period

Balances at 30 September 2018

Period ended 30 September 2019:
Profit and total comprehensive income for the period

" Balances at 30 September 2019 T T

Share Retained Total
capital  earnings
£'000 £'000 £'000
78,795 (46,891) 31,904
- 601 G601
78,795 (46,290) 32,505
- 821 821
78,795" (45,469)

33326




ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2019

1.1

Accounting policies

Company information

Advanced Childcare Services Limited is a private company limited by shares incorporated in Engiand and
Wales, The registered office is 5th Floor, Metropolitan House, 3 Darkes Lane, Potters Bar, Hertfordshire,
ENBG 1AG.

Accounting convention

The financial statements have been prepared in accordance with Financiai Reporting Standard 101
Reduced Disclosure Framework (FRS 101) and in accordance with applicable accounting standards.

The financial statements are prepared in sterling, which is the functional currency of the company.
Manetary amounts in these financial statements are rounded te the nearest £'000.

The financial statements have been prepared on the historical cost basis except that certain financial
instruments are stated at their fair vaitte. The principal accounting policies adopted are set out below.

The company has taken advantage of the following disclosure exemptions under FRS 101:

« the requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share based Payment;

» the requirements of paragraphs 62, B64(d), B64(e), B64(g), B64(h), B64{j) to B64{m), B64(n)(ii), B64
(o)(i¥}, B64(p), B64(q}(ii), B66 and R67of IFRS 3 Business Combinations. Equivalent disclosures are
included in the consolidated financial statements of its ultimate parent company, CareTech Holdings
PLC in which the entity is consolidated;

» the requirements of paragraph 33 (c) of IFRS 5 Non current Assets Hekl for Sale and Discontinued
Operations;

* the requirements of IFRS 7 Financial Instruments: Disclosures;

» the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement,

= the requirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements' to present comparative
infarmation in respect of: (i) paragraph 79(a) {iv) of IAS 1, (ii) paragraph 73(e) of IAS 16 Property Plant
and Equipment (jii) paragraph 118 (e) of 1AS 38 Intangibles Assets, (iv) paragraphs 76 and 79(d) of IAS
40 Investment Property and (v) paragraph 50 of I1AS 41 Agricuiture;

= the requirements of paragraphs 10(d), 10(f), 16, 38A to 38D, 39 to 40 ,111 and 134-136 of IAS 1
Presentation of Financial Statements;

+ the requirements of IAS 7 Statement of Cash Flows;

« the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors;

+ the requirements of paragraph 17 of IAS 24 Related Party Disclosures;

= the requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered
into between two or more members of a group, provided that any subsidiary which is a party to the
transaction is wholly owned by such a member ; and

= the requirements of paragraphs 134(d)-134(f} and 135(c)-135(e) of IAS 36 Impairment of Assets.

The company has taken advantage of the exemption under section 400 of the Companies Act 2006 not to
prepare consolidated accounts. The financial statements present infermation about the company as an
individual entity and not about its group,

Advanced Childcare Services Limited is a wholly owned subsidiary of CareTech Holdings PLC and the
results of Advanced Childcare Services Limited are included in the consolidated financial statements of
CareTech Holdings PLC which are available from as set cut in note 12,




ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2018

1 Accounting policies {Continued)

As permitted by FRS 101, the company has taken advantage of the disclosure exemptions available under
that standard in relation to share based payments, financial instruments, capital management, presentation
of a cash flow statement, presentalion of comparative information in respect of certain assels, standards
not yet effective, impairment of assets, business combinations, discontinued operations and related party
transactions.

Where required, equivalent disclosures are given in the group accounts of CareTech Holdings PLC. The
group accounis of CareTech Holdings PLC are available to the public and can be obtained as set out in
note 12.

1.2 Going concern
The directors have at the time of approving the financial statements, a reasonable expectation that the

" company has adequate resources {0 confinue in operational existence for the foreseeable future. Thusthey

continue to adopt the going concern basis of accounting in preparing the financial statements.

1.3 Non-current investments
Interests in subsidiaries, associates and jointly controlled entities are initially measured at cost and
subsequently measured at cost less any accumulated impairment losses. The investments are assessed
for impairment at each reporting date and any impairment losses or reversals of impairment losses are
recognised immediately in profit or loss,

A subsidiary i5 an entity controlled by the company. Control is the power to govern the financial and
operating policies of the entity so as to obtain benefits from its activities.

1.4 Falr value measurement
IFRS 13 establishes a single source of guidance for all fair value measurements. IFRS 13 does not change
when an entity is required to use fair value, but rather provides guidance on how to measure fair value
under IFRS when fair value is required or permitted. The company is exempt under FRS 101 from the
disclosure requireaments of IFRS 13, There was no impact on the company from the adoption of IFRS 13,

1.5 Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term liguid
investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are
shown within borrowings in current liabilities.

1.6 Financial assets
Financial assets are recognised in the company's statement of financial position when the company
becomes party to the contractual provisions of the instrument. Financial assets are classified into specified
categories, depending on the nature and purpose of the financial assets.

At initial recognition, financial assets classified as fair value through profit and loss are measured at fair
value and any transaction cosls are recognised in profit or loss. Financial assets not classified as fair value
through profit and loss are Initially measured at fair value plus transaction costs.

Financial assets at fair value through profit or loss

When any of the above-mentioned conditions for classification of financial assets is not met, a financial
asset is classified as measured at fair value through profit or loss. Financial assels measured at fair value
through profit or loss are recognized initially at fair value and any transaction costs are recognised in profit
or loss when incurred. A gain or loss on a financial asset measured at fair value through profit or loss is
recognised in profit or loss, and is included within finance income or finance costs in the statement of
income for the reporiing period in which it arises.




ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2019

17

Accounting policies {Continued)

Financial assets held at amortised cost

Financial instrumenis are classified as financial assets measured at amortised cost where ihe objeclive is
to hold these assets in order to collect contractual cash flows, and the contractual cash flows are solely
payments of principal and interest. They arise principally from the provision of goods and services to
customers {eg trade receivables). They are initially recognised at fair value plus transaction costs directly
attributable to thelr acquisition or issue, and are subsequently carried at amortised cost using the effective
Interest rate method, less provision for impairment where necessary.

Financial assels at fair value through other comprehensive income

Debt instruments are classified as firancial assets measured at fair value through other comprehensive
income where the financial assets are held within the company's business model whose objective is
achieved by both collecting contractual cash flows and selling financial assets, and the contractual lerms of
the financial asset give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

A debt instrument measured at fair value through other comprehensive income is recognised initially at fair
value plus fransaction costs directly attributable to the asset. After initial recognition, each asset is
measured at fair value, with changes in fair value included in other comprehensive income. Accumulated
gains or losses recognised through other comprehensive income are direclly transferred o profit or loss
when the debt instrument is derecognised.

The company has made an irrevocable election to recognize changes in fair value of invesiments in equity
instruments through other comprehensive incorme, not through profit or loss. A gain or loss from fair value
changes will be shown in other comprehensive income and wili nol be redassified subsequently to profit or
loss. Equity instruments measured at fair value through other comprehensive income are recoghized
initially at fair value plus transaction cost directly attributable to the asset. After initial recognition, each
asset is measured at fair value, with changes in fair value inciuded in other comprehensive income.
Accumulated gains or losses recognized through other comprehensive income are directly transferred to
retained earnings when equity instrument is derecognized or its fair value substantially decreased.
Dividends are recognized as finance income in profit or joss.

Impairment of financial assets
Financial assets, other than those measured at fair value through profit or loss, are assessed for indicators
of impairment at each reporting end 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 estimaied future cash flows of the investment
have been affected.

Derecognition of financial assets

Financial assets are derecognised 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 1o ancther
entity.

Financial liahilities

The company recognizes financial debt when the company becemes a party to the contractual provisions
of the instruments. Financial liabilities are classified as either 'financial liabilities at fair value through profit
or loss' or 'other financial liabilities’.




ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2019

1.8

1.9

Accounting policies (Continued)

Financial liabilities at fair value through profit or loss
Financial liabilities are classified as measured at fair value through profit or loss when the financial liability
is held for trading. A financial liability is classified as held for trading if:

* it has been incurred principally for the purpose of selling or repurchasing it in the near ferm, or

= on initial recognition it is part of a portfolio of identified financial instruments that the company manages
together and has a recent actuai pattern of short-term profit taking, or

- jt is a derivative that is not a financial guarantee contract or a designated and effective hedging
Instrument.

Financiat liabilities at fair value through profit or loss are stated at fair value with any gains or losses arising
on remeasurement recognised in profit or foss.

Other financial liabilities

Other financial liabilities, including borrowings, trade payables and other short-term monetary liabilities, are
initially measured at fair value net of transaction costs directly atlributable to the issuance of the financial
liability. They are subsequently measured at amoriised cost using the effective interest method. For the
purposes of each financial liability, interest expense includes initial transaction costs and any premium
payable on redemption, as well as any interest or coupon payable while the liability is outstanding.

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

Equity instruments
Equity instruments issued by the company are recorded at the proceeds received, net of direct issue 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 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 income statement 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
fiability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
reporting end date.




ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2019

1 Accounting policies {Continued)

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts
of assets and liabiliies 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 assetls 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 recegnised if the temporary
difference arises from goodwill or from the initial recognition of other assets and liabilities in a transactian
that affects neither the tax profit nor the accounting profit,

The carrying amount of deferred tax assets is reviewed at each reporting end 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
asselto 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. Deferred tax is charged or credited in the income
statement, except when it relates to items charged or credited directly to equity, in which case the deferred
tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the company has a legally
enforceable right to offset current tax asselts and liabilities and the deferred tax assets and liabilities relate
to taxes levied by the same tax authority.

2 Adoption of new and revised standards and changes in accaunting policies

In the current year, the following new and revised Standards and Interpretations have been adopted by the
company and have an effect on the current period or a prior period or may have an effect on future periods:

IFRS 15 - Revenue from contracts with customers - Introduction of new standard on Revenue from
Contracts with customers

IFRS 2 - Share-based payment - Amendments to clarify the classification and measurement of share-based
payment transactions

IFRS 7 - Financial instruments: Disclosures - Additional hedge accounting disclosures {and consequential
amendments) resulting from the introduction of the hedge accounting chapter in IFRS 9

IFRS 9 - Financial instruments - Finalised version, incorporating reguirements for classification and
measurement, impairment, general hedge accounting and derecognition

IAS 28 - Investments in associates and joint ventures - Amendments resulting from Annual Improvements
2014-2016 Cycle (clarifying certain fair value adjustments)

IAS 39 - Financial instruments: Recognition and measurement - Amendment to permit an entity to elect to
continue to apply the hedge accounting requirements in IAS 39 for a fair value hedge of the interest rate
exposure of a portion of a portfo¥io of financial assets or financiaf liabilities when IFRS 9 is applied, and to
extend the fair value option to certain contracts that meet the "own use’ scope exception

IAS 40 - Investment property - Amendments to clarify transfers or property to, or from, investment property

The amendments listed above did nat have any impact on the amounts recognised in prior periods and are
not expected fo significantly affect the current or future periods.




ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2019

3

Critical accounting estimates and judgements

In the application of the company’s accounting policies, the directors are required to make judgements,
gstimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and
other faciors 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
peried, or in the period of the revision and future periods if the revision affects both current and future
periods.

The estimates and assumptions which have a significant risk of causing a material adjustment to the
carrying amount of assets and liabilities are outlined befow.

Critical judgements

Current asset provisions

In the course of normal trading activities, judgement is used to establish the net realisable value of various
elements of working capital, principally trade receivables. Provisions are established for bad and doubtful
debts. Provisions are based on the facts available at the time and are also determined by using profiles,
based upon past practise, applied to aged receivables.

Deferred taxation

The company may recognise deferred tax assets in respect of temporary differences arising. This requires
management o make decisions on the recoverability of such deferred tax assets based on future forecasts
of taxable profit. If these forecast profits da not materialise, or there are changes in the tax rates or tc the
period over which the losses or timing difference might be recognised, the value of the deferred tax asset
will need to be revised in a future period.

Key sources of estimation uncertainty

Customer relationships

The company's management team assess each acquisition in the historical financia! information period to
identify the intangible assets that were acquired in each transaction that qualify for separate recognition.
The assessment of the future economic benefits generated from acquired customer relationships, and the
determination of the related amortisation profile, involves a significant degree of judgement based on
management estimation of future potential revenue and profit and the useful lives of the assets. The
valuation method used to value customer relationships is a multi-period excess earnings method. The
useful economic life has been assessed as ranging from 1 to 20 years across the acquisitions. Annual
reviews are performed to ensure the recoverability of this intangible asset.

Property, plant and equipment

it is company policy to depreciate property, plant and equipment to their estimated residual value over their
estimated useful lives. This applies an appropriate matching of the revenue earned with the capital costs of
delivery of services. A key element of this policy is the annual estimate of the residual value of such assets.
Similarly the directors estimate the useful life applied to each category of property, plant and equipment
which, in turn, determines the annual depreciation charge. Variations in residual values or asset lives could
impact significantly company profit through an increase in the depreciation charge.

Employees

The average monthly number of persons (including directors) employed by the company during the year
was nil (2018 nil).

-10 -



ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2019

4 Employees {Continued)

Naone of the directors received any emoluments for their services to the company during the year (2018:

none},

The number of directors to whom pension contributions are accruing is nil {2018: nil).

5 Investment income

2019 2018
£000 £'000
Interest income
Interest receivable from group companies 1,014 900
6 Income tax expense
2019 2018
£'000 £'000
Current tax
UK corporation fax on profits for the current period 193 171
Adjustments in respect of prior periods - 128
Total UK current tax 193 289
The charge for the year can be reconciled to the profit per the income statement as follows:
2019 2018
£'000 £000
Profit before taxation 1,014 900
Expected {ax charge based on a corporation tax rate of 19.00% 193 171
Adjustment in respect of prior years - 128
Taxation charge for the period 193 299
7 Investments
Current Non-current
2019 2018 2019 2018
£'000 £'000 £'000 £000
Investments in subsidiaries - - 11,352 11,352

Fair value of financial assets carried at amortised cost

Except as delailed below the directors believe that the carrying amounts of financial assets carried at

amortised cost in the financial statements approximate to their fair values.

_ 41 -



ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2019

7 Investments

Movements in non-current investments

Cost or valuation
At 1 October 2018 & 30 September 2018

impairment
At 1 October 2018 & 30 September 2019

Carrying amount
AL 30 September 2019

At 30 September 2018

8 Subsidiaries

Detaits of the company's subsidiaries at 30 September 2019 are as follows:

Name of undertaking

Cambian Childcare Properties Limited

Cambian Childcare Limited

interact Care Limited

Independent Childcare Group of Schools
Limited

Clifford House Limited

Continuum Care and Education Group
Limited

Elite Children's Care Limited

Farrow House Limited

Cambian Care (Powys) Limited

Herts Care Group Limited

Registered office

5th Floor Metropolitan
House, 3 Darkes Lane,
Potters Bar, Hertfordshire,
ENG 1AG

As above
As above
As above

As above
As above

As above
As above
As above
As above

Herts Care (Escort and supervision Services) As above

Limited

Herts Care Limited

Herts Care Property Limited
Inhoco 2993 Limited

Green Corns Limited
SACCS Limited

SACCS Care Limited

As above
As above
As above
As above
As above
As above

{Continued)
Shares in
group
undertakings
£000
42,854
(31,502}
11,352
11,352
Nature of % Held
business
Direct Indirect
Trading
100.00 -
Trading 100.00 -
Trading - 100.00
Darmant
- 100.00
Dormant - 100.00
Dormant
- 100.00
Dormant - 100.00
Dormant - 100.00
Dormant - 100.00
Dormant - 100.00
Dormant
- 100.00
Dormant - 100.00
Dormant - 100.00
Dormant - 100.00
Dormant - 100.00
Dormant - 100.00
Dormant - 100.00

-12 -



ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2019

g Trade and other receivables

2019 2018
£'000 £'000
Amounts owed by fellow group underiakings 22,338 21,536
10  Share capital 2019 2018
£ E
Ordinary share capital
Issued and Fully paid
78,794,180 Ordinary shares of £1 each 78,794,180 78,794,180
11 Retained earnings
2019 2018
£000 £'000
At the beginning of the year (46,290) {46,891)
Profit for the year 821 601
At the end of the year (45,469) {46,290)

12 Controlling party

The company's ultimate parent undertaking is CareTech Holdings PLC. The consolidated financiat
statements of this Group are available to the public and may be obtained from Metropolitan House, 3
Darkes lane, Potters Bar, Hertfordshire, ENS 1AG.

The company is included in the consolidated accounts of CareTech Holdings PLC.

-13-



ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2019

13 Financial instruments

These are desighed to reduce the financial risks faced by the company, which primarily relate to credit,
interest and liguidity risks, which arise in the normal course of the company's business.

Credit risk

Financial instruments which potentially expose the company to credit risk consist primarily of cash
equivalents and trade receivables. Cash equivalents are deposited only with major financial institutions that
satisfy certain credit criteria.

Management has a credit policy in place and exposure to credit risk is monitored on an ongoing basis.
Credit evaluations are carried out on ail significant prospective customers and all existing customers
requiring credit beyond a certain threshold. Varying approval levels are set on the exiension of credit
depending upon the value of the sale.

Where the credit risk is deemed to have risen t¢ an unacceptable level, remedial aclions including the
variation of terms of trade are implemented under the guidance of senior management until the level of
credit risk has been normalised.

The company provides credit to customers in the normal course of business with a provision for specific
doubtful receivables. The balance includes the amounts considered recoverable which also equals their fair
value. The company does not require collateral in respect of financial assets. During the year there was no
charge tc the income statement for bad or doubtful debts (30 September 2018: £Nil).

At the balance sheet date, there were no significant concentrations of credit risk. The maximum exposure to
credit risk is represented by the camrying amount of each financial asset.

interest rate risk

The company finances its operations through calfed up share capital, retained profits, intergroup borrowings
and bank borrowings. The company’s income is by ils nature relatively stable and its growth is, inter afia,
impacted by inflation. Company policy is to balance interest rate fixes between the short, medium and leng
term. The benchmark rate for bank borrowings is LIBOR.

-4 -



ADVANCED CHILDCARE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2019

13 Financial instruments {Continued)

Liquidity Risk

The company prepares annual cash flow forecasts reflecting known commitments and anticipated projects.
Borrowing facilities are arranged as necessary to finance requirements. The wider group has available bank
and averdraft facilities, sufficient, with cash flow from profits, to fund present commitments, Term facilities
are utilised to fund capital expenditure and short term flexibility is achieved by the utilisation of overdraft
facilities in respect of financial liabilities. There were no contractual cash flow maturities at 30 September
2019 (30 September 2018: £Nil).

Capital risk management

The company manages its capital to ensure that activities of the company will be able to continue as going
concerns whilst maximising returns for stakeholders through the optimisation of debt and equity. The
company does not currently have any external debt and details of the company's equity are disclosed in the

Statement of Financial Pasition.

Foreign currency risk
The company operates entirety in the UK and is not exposed to any foreign currency risks.

Sensitivity analysis

in managing interest rate risks the company aims to reduce the impact of shor-term fluctuations on the
company’s earnings. Over the longer-term, however, permanent changes in inferest rates would have an
impact on earnings. However, the wider group’s financing arrangements mean that there is not expected to
be a significant impact from interest rate changes on the company.

Falr values
Book values are considered to be equivalent to fair values,

_15 -



