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DORLING KINDERSLEY LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

Introduction

- The directors present thelr Strategic Report for Dorling Kmdersley Limited (“the Company” or “DK”) for the year
ended 31 December 2021.

Principal activities
The Company is a subsidiary of Penguin Random House Limited ("PRHL"), a company owned 100% by -
Bertelsmann SE & Co KGaA at the year end and registered in the United Kingdom. The Company is UK
domiciled and registered in the United Kingdom. The prlnC|pa| activity of the Company .continues being a global
publisher of illustrated reference content and travel information across a range of platforms in print and digital.

Business review

The results and financial position of the Company are set out in the. attached financial statements. The Cbmpany
made an operating profit for the year of £ 2,763,266 (2020: £ 1,675,005 loss). The company made a loss for the
financial year of £ 116,414 (2020: £ 1,053,374).

" The balance sheet on page 16 of the financial statements shows the company’s financial position at the end of
the year. . .

'Key performance indicators (‘KPF’s’)

The Company monitors progress and performance during the year using KPI's. During the year, the Company's
turnover was £ 121,818,740 (2020: £ 112,803,990). During the year the gross profit margin was 35.01% (2020:
31.99%).

Principal risks and uncertainties

3

The Company is subject to risk management procedures and an annual risk assessment implemented by the
ultimate parent company, Bertelsmann SE & Co KGaA. The Company has procedures in place to make the
directors aware of the various risks to the Company’s business. The risks are monitored and reported to
management. The changing book market and particularly the transition to digital is creating both challenges and
opportunities for the Company, notably regarding thé latter in terms of new markets and sales channels. The
Company is facing increased pressure on margins. Other risks arise from the entry of non-traditional publishers
into the market, the decline in retail space in high street bookshops and economic uncertainty.

COVID-19

The safety of our employees is a major concern for us and the Company has implemented a comprehensive
program of employee safety management and communication through each developing stage in the fight against
this global pandemic. We follow governmental advice on safe working conditions and good business practice

The directors of the Company do not see COVID-19 impacting their view that the Company will contlnue to
operate as a going concern through 2022 and the foreseeable future

. . , - Page 1
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'DORLING KINDERSLEY LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER2021

Directors' section 172 statement

The Directors of the company must act in accordance with a set of general duties, as detailed in section 172 of
the UK Companles Act 2006, summarised as follows: :

‘A director of a company must act in the way they consider, in good faith, would be most likely to promote the
success of the company for the benefit of its shareholders as a whole and, in doing so have regard (amongst
other matters) to:

« the likely consequences of any decisions in the long-term;

« the interest of the Company’s employees;

« the need to foster the Company’s business relationships with supphers customers and others;

« the impact of the Company’s operations on.the community. and environment;

« the desirability of the company maintaining a reputation for high standards of busmess conduct; and
« the need to act fairly as between the shareholders of the company.’

The directors fulfil these duties as follows:
The interest of the company’s employees

The board recognises that employees are central to the long-term success of the company. The company
systematically provides employees with information on matters of concern to them, consulting them or their
representatives regularly, so that their views can be taken into account when making decisions that are likely to
affect their interests. Employee involvement in the company is encouraged, as achieving a common awareness
on the part of all employees of the financial and economic factors affecting the company plays a major role in
maintaining - its prosperity. The Company encourages the involvement of employees by means of regular
meetings with staff and staff representatives to keep them informed of the Company’s progress. The company is
committed to employment policies, which follow best practice, based on equal opportunltles for all employees,
irrespective of sex, race, colour, disability or sexual orientation.

Business relationships with suppliers, customers and others

The directors appreciate the importance of fostering business relationships with key stakeholders, such as
customers and suppliers, and focus on the maintenance and growth of these relationships in their decision-
making and strategic planning. The company employs dedicated relationship managers to foster these
relationships which also ensures the board has a high degree of visibility to take stakeholder considerations into
account.

Community and environment

The company’s approach is to use its position of strength to ensure it is an asset to the communities and people
with which it interacts. The board ensures significant consideration is given to the impact of the company’s
operations on the community and environment in their decision-making. The company strives to create positive
change in reducing the environmental impact of its businesses and to meet the highest level of health and safety
and environmental standards, whilst maintaining effective and continuing business practices. .
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DORLING KINDERSLEY LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

DK Streamlined Energy and Carbon Reporting Disclosure 2021

In compliance with The 'Companies (Directors' Report) and Limited Liability Partnerships (Energy and Carbon Report)
Regulations 2019 ("the 2018 Regulations"), the PRH group reports its global energy use and emissions relating to gas,
electricity and transport fuel for the year ended 31 December2021.

As Dorling Kindel;sley UK Ltd are situated within the Penguin Random House UK Ltd buildings, their scope 1 and scope
2 emissions are reported as part of the PRH SECRdisclosure.

UK Greenhouse gas emissions and energy use data for the period 1 January 2021 to 31 December 2021. The previous
\HDU 2020 KDYH EHHQ LQFOXGHG WR GHPRQVWUDWH 3HQJXLQ SDQGRP +RXVH{V FRPPLWPHQW WR UHGXFLQJ WKHLU HQRUA XVH DQG

greenhouse gas emissions.

Energy Consumption - Green Electricity + PRH made the decision to purchase electricity from Renewable Resources
from October 2018 onwards.

2020 2021
Total Energy Consumption kWh 701,630 1,678,450
Total Electricity Procurement kWh 318,130 707,720
3HUFHQWDJH *UHHQ (OHFWULFLW\’ 100% 7%
Total Heat Procurement in kWh 383,500 739,91

in 2021

e Penguin Random House UK Facilities replace end of life lighting with LED lights as standard practice reducing
usage year on year.

e Installed Solar PV panels on the roof of one of the Distribution Centres. This is predlcted to prowde 13.5% of
WKDW VLWH{V Wotal electricity usage.

e Due to the Covid 19 Virus Penguin Random House employee travel and commuting increased slightly but was
still not as high as in pre pandemicyears.

e There are noticeably higher emissions in scope 3 in 2021, this is due to higher CO2 factors for paper suppliers,
distribution packaging, and transport.

Targets

\
Penguin Random House UK is committed to managing environmental issues effectively across our entire value chain.
We have set three key targets for the future. The details of these are outlined in the PRH Sustainability Policy
https://www.penquin.co.uk/content/dam/company-pages/sustainability-
hub/Spring_21_Penguin_Sustainability ‘Policy.pdf

e Zero by 30: reduce our carbon footprint to become climate neutral in our direct operations by 2021, and in our
wider supply chain by 2030

* Sustainable sourcing: ensure 100% of our paper and other core materials are ethically and sustainably
sourced .

o Content: use the power of our brand, books and authors to amplify the climate emergency and encourage
positive behaviour change '
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DORLING KINDERSLEY LIMITED

STRATEGIC REPORT (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

DK Streamlined Energy and Carbon Reporting Disclosure 2021 (continued)

Site related emissions unit 2020n 2021 A
Scope 1 Stationary F els t CO2e - - -

Scope 1 Refrigerant Losses t CO2e - 0 -

Scope 2 Electricity t CO2e - 13 -

Scope 2 Heat t CO2e 78 256 227%
Total t CO2e 78 269 243%
Employee related emissions unit 2020n 2021 A

Scope 1 Mobile Fuels tTCOZe - - ] - :
Scope 3 Business Travel t CO2e 139 44 -68% ,
Scope 3 Employee Commuting t CO2e 262 48 -82% -
Scope 3 IT Devices t CO2e 52 325 522%
Scope 3 Office Paper t CO2e 5 5 5%
Total t CO2e 458 422 -8%

Product related emissions

Scope 3 Paper Manufacture \ 43%

Scope 3 Printers / Print Materials t CO2e 18,469 32,158 74%

Scope 3 CD/DVD Manufacturing t CO2e - 7 -

Scope 3 Warehouse Services t CO2e 695 51 -93%

Scope 3 Transport 't CO2e 11,015 13,893 26%
Paper Mill to Printer t CO2e 2,828 4,446 57% 1
Other Materials to Printer tCO2e - - - !
Printer to Warehouse t CO2e 8,075 9,366 16% !
Distribution (Delivery & Returns) t CO2e 112 81 -27% !

Scope 3 Packaging & Transport Materials t CO2e - 39 -

Scope 3 Video Production t CO2e - - -

Total before consolidation t CO2e 48,714 72,583 49%

Other Scope 3 Emissions Einheit 2020n 2021 A

cope 3 Waste OZe U 670
Scope 3 Energy related emissions t CO2e 9 . 25 171%
Scope 3 End ofLife (product waste) t CO2e 456 . 577 26%
Total t CO2e 466 603 29%
Total Emissions tCO2e 49,716 73,877 49%

Total Emissions Einheit 2020n 2021 A

cope OZe - U . -
Scope 2 t CO2e 78 269 - 243%

\ thereof heat t CO2e 78 256 | 227%
Scope 3 t CO2e 49,637 73,608 48%
Summe S1+S2+S3 t CO2e 49,716 73,877 49%

Total Offsetting Einheit 2020n

Ite related 10C0Ze z 3
Employee related t CO2e 240 622 159%
Product related t CO2e - - -
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DORLING KINDERSLEY LIMITED

STRATEGIC REPORT (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

DK Streamlined Energy and Carbon Reporting Disclosure 2021 (continued)

Intensity Ratio~ - -~ - . e Unit

2020

Tonhes of CO2e per £M Revenue t CO2e

334.69

'83%

Reporting Methodology

We have followed the UK BEIS (Department Business, Energy & Industrial Strategy) 2019 guidance. The energy and -
HPLWVLRQ ILJXUHV SURYLGHG DUH WDNHQURP %HUWHOVPDQQYV *UHHQ 6FUHHQ’, WKLV D %HUWHOVPDQQ RZQHG internal recording

application used by all companies within the Bertelsmann Group including Penguin Random House UK. All conversions
are completed using government guidance ratios and the scopes 1, 2 and 3 are as outlined by BEIS guidance pages

50 and 51. :
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DORLING KINDERSLEY LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER2021

Shareholders

The board recognises the importance of regular and open dialogue with the shareholders and the need to ensure
the strategy and goals of the company are effectively communicated to them. Feedback on these plans and
objectives is welcomed by the directors and major business demsmns are made closely and with the approval of
the shareholders.

General

The company is presenting the financial statements in accordance with -Financial Reportlng Standard 101,
‘Reduced Disclosure Framework’ (FRS 101).

This repbrt was approved by. the board and signed on its behalf..

Rob Gates |

Robert Gates
Director

Date: 25 August 2022
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DORLING KINDERSLEY LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present their report and the financial statements for the year ended.31 December 2021.

Results and dividends |

The ioss for the year, after taxation, amounted to £116,414 (2020 - Joss £1;053,374).

No interim div;dend (2020 - nil) was paid in the 2021 financial year and no final dividend is proposed (2020 - nil).
Directors

The directors who served during the year were:v

Shaun Hodgkinson
Paul Kelly
Rebecca Smart

Health and safety of employees

The Company systematicalfy provides employees with information on matters of concern to them, consulting
them or their representatives regularly, so that their views can be taken into account when making decisions that
are likely to affect their interests.

Employee involvement in the Company is encouraged, as achieving a common awareness on the part of all
employees of the financial and economic factors affecting the Company plays a maJor role in maintaining |ts
prosperity. .

The Company encourages the involvement of employees by means of regular meetings with staff and staff
representatives to keep them informed of the Company’s progress. The Company operates a defned
contribution pension scheme for which all employees are eligible.

* The Company is committed to employment policies, Wthh follow best practice, based on equal opportunities for
all employees, irrespective of sex, race, colour, disability or sexual orientation. The Company gives full and fair
consideration to applications for employment from disabled persons, having regard to their particular aptitudes
and’ abilities. Appropriate arrangements are made for the continued employment and training, career
development and promotion of disabled persons employed by the Company. If members of staff become isabled
the Company continues employment, eitherin the same or an alternative position, with appropriate retraining
being given if necessary. '

Future develobments

Looking ahead, the market remains challenging and the economic backdrop remains similarly tough. The
Company will continue to create and publish reference content as books, both physically and digitally. The
directors do not anticipate any significant changes in the activities of the Company. The directors of the
Company do not see COVID-19 impacting their view that the Company will continue to operate as a going
concern through 2022 and 2023 and the foreseeable future. .
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" DORLING KINDERSLEY. leleD

< _ - DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

~ Going concern
H
The financial statements have been prepared on a going concern basis which the directors consider to be
‘appropriate given the following considerations.

The directors considered the operating nature of the entity and expectations for the future trading along with the
outstanding inter-company payables and inter-company receivables for a period of 12 months from the date of
approval of these financial statements which indicate that, taking account of reasonably possible downsides, the
Company will have sufficient funds through funding from its ultimate parent Bertelsmann SE & Co. KGaA and
repayment of outstanding balances from fellow subsidiaries'to meet its liabilities as they fall due for that period.

Those forecasts are dependent on Bertelsmann SE & Co. KGaA not seeking repayment of the amounts currently
due to the group and providing additional financial support during that period. Bertelsmann SE & Co. KGaA has
indicated its intention to continue to make available su¢h funds as are needed by the company, and that it does
not intend to seek repayment of the amounts due at the balance sheet date, for the period covered by the
forecasts. As with any company placing reliance on other group entities for financial support, the directors
acknowledge that there can be no certainty that this support will continue although, at the date of approval of
these financial statements, they have no reason to believe that it will not doso.

Consequently, the directors are confident that the Company will have sufficient funds to continue to meet its
liabilities as they fall due for at least 12 months from the date of approval of the financial.

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

Financial instruments

It is the Company’s policy to implement financial risk management objectives and policies, for each major type of
forecasted transaction for which hedge accounting is used. The directors consider the entity's exposure to price
risk, credit risk, liquidity risk and cash flow risk as not significant.

Engagement with employees

The Company systematidally provides employees with information on matters of concern to them, ‘consulting
them or their representatives regularly, so that their views can be taken into account when making decisions that
are likely to affect their interests.

- Employee involvement in the Company is encouraged, as achieving a common awareness on the part of all
employees of the financial and economic factors affectlng the Company plays a major role in maintaining its
prosperity.

The Company encourages the involvement of employees by means of regular meetings with staff and staff
representatives to keep them informed of the Company's progress. The Company operates a defined
contribution pension scheme for which all employees are eligible.

The Company is committed to employment policies, which follow best practice, based on equal opportunities for
all employees, irrespective of sex, race, colour, disability or sexua! orientation. The Company gives full and fair
consideration to applications for employment from disabled persons, having regard to their particular aptitudes
and abilities. Appropriate arrangements are made for the continued employment and training, career
development and promotion of disabled persons employed by the Company. If members of staff become
disabled the Company continues employment, either in the same or an alternative position, with appropriate
retraining being given if necessary.
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DORLING KINDERSLEY LIMITED -

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Post Balance Sheet events

On 26 May 2022, Dorling Kindersley exited the lease of the 8th Floor of Embassy Gardens through the
reassignment of the lease to a third party. The reassignment released DK from all future obligations relating to
the lease payments and resulted in the disposal of the right of use property and related assets. The Company-
still occupy the 6th and 7th floor of the above building, and the arrangements have not altered in result to the
above event. More information on the impact of this is disclosed in note 24.

On the 1st August 2022 DK acquired 100%, of the shares of Phonic Books Ltd a company limited by shares and
registered in the United Kingdom. The purchase supports the Company’s wider growth strategy and presence in
the education market. ' : o

Disclosure of information to auditors

Each of the persons who are directors at the timevw'hen this Directors' Report is approved has confirmed that:

o so far as the director is aware, there is no relevant audit information of which the Company's auditors are
unaware, and .
. the director has taken all the steps that ought to have been taken as a director in order to be aware of any

relevant audit information and to establish that the Company's auditors are aware of that information.

~Auditors

Under section 487(2) of the Companies Act 2006, KPMG LLP will be deemed to have been reappointed as
" auditors 28 days after these financial statements were sent to members or 28 days after the latest date
prescribed for filing the accounts with the registrar, whichever is earlier.

This report was approved by the board and signed on its behalf.
) § .

Rob Gates

Robert Gates
Director

Date: 25 August 2022

One Embassy Gardens
8 Viaduct Gardens
London

England

SW11 7BW

. ' - Page9



DORLING KINDERSLEY LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors are resporisiblé for preparing the Strategic Report, 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 applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 101 ‘Reduced Disclosure Framework’. Under companylaw 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;

. assess the Company'’s ability to continue as a gomg concern, disclosing, as appllcable matters related to
going concern; and .

. use the going concern basis of accounting unless they either intend to liquidate the Company or to cease

operations, or have no realistic alternative but to do so.

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 20086. They

are responsible for such internal control as they determine is necessary to enable the preparation of financial
" statements that are free from material misstatement, whether due to fraud or error, and have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Company and
. to prevent and detect fraud and other irregularities.
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DORLING‘KINDERSLPEY LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF DORLING KINDERSLEY LIMiTED

Opinion

We have audited the financial statements of DORLING KINDERSLEY LIMITED (“the Company”) for the year
ended 31 December 2021 which comprise the Profit and Loss Account and Other Comprehensive Income,
Balance Sheet, Statement of Changes in Equity and related notes, including the accounting policies in note 2.

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 2021 and of its loss for the
year then ended;
e have been properly prepared in accordance with UK accounting standards, including FRS 101 Reduced
Disclosure Framework; and
e have been prepared in accordance with the requirements of the Companies Act2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and
are independent of the Company in accordance with, UK ethical requirements including the FRC Ethical
Standard. We believe that the audit evidence we have obtamed is a sufficient and appropriate basis for our
opinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to
liquidate the Company or to cease its operations, and as they have concluded that the Company’s financial

position means that this is realistic. They have also concluded that there are no material uncertainties that could

have cast significant doubt over its ability to continue as a going concern for at least a year from the date of

approval of the financial statements (* the gomg concern period”).

In our evaluation of the directors’ conclusions, we considered the inherent risks to the Company’s business
model and analysed how those risks might affect the Company’s financial resources or ability to continue
operatlons over the going concern period.

Qur conclusions based on this work:

e we consider that the directors’ use of the going concern basis of accountlng in the preparatlon of the
financial statements is appropriate;

« we have not identified, and concur with the directors’ assessment that there is not, a material uncertalnty
related to events or conditions that, individually or collectively, may cast significant doubt on the Company’s
ability to continue as a going concern for the going concern period.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes
that are inconsistent with judgements that were reasonable at the time they were made, the above conclusions
are not a guarantee that the Company will continue in operation.

Fraud and breaches of laws and regulations — ability to detect

Identifying and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud riske") we assessed events or conditions that
could indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk

assessment procedures included enquiring of directors and inspection of policy documentation as to the Penguin
Random House Limited’s (“PRHL") policies and procedures to prevent and detect fraud that apply to this group
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DORLING KINDERSLEY LIMITED

INDEPENDENT AUDITORS' REPORT TO THE'MEMBERS OF DORLING KINDERSLEY LIMITED

company as well as enquiring whether the directors have knowledge of any actual, suspected or alleged fraud.

As required by auditing standards, we perform procedures to address the risk of management override of
controls, in particular the risk that management may be in a position to make inappropriate accounting entries.
On this audit we do not believe there is a fraud risk related to revenue recognition because of the limited
rationalisations and opportunities to fraudulently recognise revenue.

We did not identify any additional fraud risks. '

We performed procedures including identifying journal entries to test based on risk criteria and comparing the
identified entries to supporting documentation. These included those posted by specific users, those posted to
unrelated accounts and those posted unusually to cash or borrowings.

Identifying and responding to risks of material misstatement related to compliance with laws and regulations

We identified areas of laws and regulations that could reasonably be expected to have a material-effect on the
financial statements from our general commercial and sector experience and through discussion with the
directors (as required by auditing standards),and discussed with the directors the policies and procedures
regarding compliance with laws and regulations.

The company is subject to laws and regulations that directly affect the financial statements including financial
reporting legislation (including related companies legislation), distributable profits legislation and taxation
legislation and we assessed the extent of compliance with these laws and regulations as part of our procedures
on the related financial statement items.

Whilst the company is subject to many other laws and regulations, we did not identify any others where the
consequences of non?compliance alone could have a material effect on amounts or disclosures in the financial
statements. .

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some
material misstatements in the financial statements, even though we have properly planned and performed our
audit in accordance with auditing standards. For example, the further removed non-compliance with laws and
regulations is from the events and transactions reflected in the financial statements, the Iess likely the inherently
limited procedures required by auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls. Our audit
procedures are designed to detect material misstatement. We are not responsible for preventing non-
- compliance or fraud and cannot be expected to detect non- compliance with all laws and regulations.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether,
based on our financial statements audit work, the information therein is materially misstated or |nconS|stent with
the financial statements or our audit knowledge. Based solely on that work:

¢ we have not identified material misstatements in the strategic report and the directors’report;

¢ ' in our opinion the information glven in those reports for the financial year is consistent w1th the flnanC|aI
statements; and

« in our opinion those reports have been prepared in accordance with the Companies Act 2006.
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DORLING KINDERSLEY LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF DORLING KINDERSLEY LIMITED

’

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required 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

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

e we have not received all the information and explanations we require for ouraudit.

We have nothing to report in these respects.
Directors’ responsibilities

. As explained more fully in their statement set out on page , the directors are responsible for: the preparation of
the financial statements and for being satisfied that they give a true and fair view; such internal control as they
determine is necessary to enable the' preparation of financial statements that are free from material
misstatement, whether due to fraud or error; 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 they either intend to liquidate the Company or to cease operations, or have no realistic alternative but to
do so. )

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue our opinion in an auditor's report.

Reasonable assurance is a high level of assurance, but does not 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 aggregate, they could reasonably be

expected to influence the economic decisions of users taken on the basis of the financial statements.

A fuller description - of our responsibilities is . provided on the FRC’s website
at www.frc.org.uk/auditorsresponsibilities :

The purpose of our aud,it work and to whom we owe our responsibilities

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.

David Arnold (Senior statutory auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

London

E14 5GL

25 August 2022
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DORLING KINDERSLEY LIMITED . _ o |

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2021

2021 - 2020

Note : £ ' £
Turnover A | 4 121,818,740 112,803,990
Cost of sales ' (79,170,237) (76,714,322)
. Gross profit » ’ ‘ . ' - 42,648,503 36,089,668
Distribution costs \ ' ‘ (2,638,890) (2,341,973)
Administrative expenses : (37,308,764) (38,934,616)
Other operating income E 62,417 3,511,916
Operating profit/(loss) . 5 2,763,266 (1,675,005)
Amounts written off inveétments - 3,335,279
Interest payable and similar expenses - 8 . (1,792,163) = (1,619,496)
Profit before tax ) ' ‘ ' » 971,103 ' 40,778
Tax on profit . ' 9 (1,087,517)  (1,094,152)
Loss for the financial year . (116,414) .  (1,053,374) '

There were no recognised gains and losses for 2021 or 2020 other than those included in the profit and loss
account. ‘ '

The notes on pages 19 to 40 form part of these financial statements.
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DORLING KINQE_RSLEY.L_IMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

2021 2020

Note £ £

Profit for the financial year (116,41A4) (1,053,374)
Other comprehensive income - -

A Total comprehensive income for fhe'year . | .: (116,414)  (1,053,374)

There were no recognised gains and losses for 2021 or 2020 ofher than those included in the profit and loss

account.

The notes on pages 19 to 40 form part of these financial statements.
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DORLING KINDERSLEY:LIMITED

REGISTERED NUMBER: 011‘778_2‘2

BALANCE SHEET
AS AT 31 DECEMBER 2021

Fixed assets

Intangible assets
Tangible assets
Right-of-use assets
Deferred taxation

Current assets

Stocks
Debtors
Cash at bank and in hand

—

year

Net current liabilities

Total assets less current liabilities

Creditors: amounts faII.ing due within one

* Note

10
11
11
12

13
14

15

Creditors: amounts falling due after more

than one year

Provisions for liabilities

Other provisions

Net liabilities

16

18

2021

184,013
3,350,319 -

14,312,574

405,679

18,252,585
19,754,859
73,457,324
60,114
93,272,297
1(99,833,187)

(6,560,890)

11,691,695

(16,208,381)

(4,516,686)
(3,056,970)

(7,573,656)

2020
£
203,094
5,609,028
17,527,451
122,558
23,552,131
15,498,140 \
76,187,956
1,284,496
192,970,592
(102,083,779)
(9,113,187)
14,438,944
(19,263,334)
" (4,824,390)
(2,632,852)

(7,457,242)
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DORLING KINDERSLEY LIMITED
REGISTERED NUMBER: 01177822

BALANCE SHEET (CONTINUED)
AS AT 31 DECEMBER 2021

2021 o 2020
_ Note ' £ ( £

Capital and reserves
Called up share capital 19 102,358 102,358
Share premium account 20 1,699,450 - 1,699,450
Profit and loss account . 20 ‘,(9,375,464)4 . (9,259,050)
(7,573,656) (7,457,242)

The financial statements were approved and authorised for issue by the ‘board and were signed on its behalf by:

" Rob Gates '

Robert Gates
Director

Date: 25 August 2022

The notes on pages 19 to 40 form part of these financial statements.

~ ' Page 17




DORLING KINDERSLEY LIMITED.

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

Share
Called up premium Profit and
share capital account loss account Total equity
£ £ £ £

At 1 January 2020 ‘ : 102,358 . 1,699,450 (8,205,676)  (6,403,868)
Comprehensive income for the year A '
Loss for the year ' ) ) - - (1,053,374) (1,053,374)
At.1 January 2021 ' ‘ 102,358 1,699,450 (9,259,050)  (7,457,242)
Comprehensive income for the year '
Loss for the year : ‘ . - (116,414) (116,414)
At 31 December 2021 ‘ 102,358 1,699,450 '(9,375,464) (7,573,656)

The notes on pages 19 to 40 form part of these financial statements.
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DORLING KINDERSLEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

General information \

The Company is a private company limited by shares and is incorporated in the United Kingdom. At 31
- December 2021 the address of its registered office was One Embassy Gardens, 8 Viaduct Gardens,
London, SWII.7BW. The registered number is 01177822.

Accounting policies ,

2.1

2.2

23

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reportlng Standard 101
'Reduced Disclosure Framework' and the Companies Act 2006.

The preparation of financial statements in compliance with FRS 101 requires the use of certain
critical accounting estimates. It also requures management to exercise judgement in applying the
Company's accounting policies (see note 3). - ,

The foIIowing principal accounting policies have been applied:

Financial reporting standard 101 - reduced disclosure exemptions

The company has taken advantage of the fdltowing disclosure exemptions under FRS 101:
. the requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share based payment

o the requirements of IFRS 7 Financial Instruments: Disclosures
K the requirements of paragraphs 91-99 of [FRS 13 Fair Value Measurement
. the requirement in paragraph 38 of IAS 1 'Presentation of FlnanC|aI Statements' to present

comparative information in respect of:
- paragraph 79(a)(iv) of IAS 1; ‘
- paragraph 73(e) of IAS 16 Property, Plant and Equipment;
- paragraph 118(e) of IAS 38'Intangible Assets;
. the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D
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 and 18A of IAS 24 Related PartyDisclosures
) the requirements in IAS 24 Related Party Disclosures to dlsclose related party transactlons

entered into between two or more members of a group, provided that any sub3|dlarywh|ch isa
party to the transaction is wholly owned by such amember

New standards, amendments and IFRIC interpretations

There are no amendments to accounting standards, or IFRIC interpretations that are effective for the
year ended 31 December 2021 that have had a material impact on the Company's financial
statements. ‘

'
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DORLING KINDERSLEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

2.

Accounting policies (continued)

24

2.5

Going concern

'Notwithstanding net current liabilities of £ 6,560,890 as at 31 December 2021 the financial

statements have been. prepared on a going concern basis WhICh the directors consider to be
appropriate for the following reasons.

The Directors have considered the operating nature of the entity and expectations for future trading
for a period of 12 months from the date of approval of these financial statements. It indicates that,
taking account of reasonably possible downsides, the Company will have sufficient funds through
funding from its ultimate parent Bertelsmann SE & Co. KGaA to realise its assets and settle its
liabilities in the ordinary course of business for that period.

This is dependent upon Bertelsmann SE & Co. KGaA providing the required funding through this
period through the cash pooling arrangement. Bertelsmann SE & Co. KGaA has indicated its
intention to continue to make available such funds as are needed by the Company. As with any
Company placing reliance on other group entities for financial support, the directors acknowledge that
there can be -no certainty that this support will continue although, at the date of approval of these
financial statements, they have no reason to believe that it will not doso.

Given the dependency on the Ultimate Parent the directors have also considered the work carried out
by Group management in relation to the Group’s going concern assessment focussing on cash flow,
liquidity position and the ability of the Group to meet known and potential liabilities and concluded that
having analysed the impact of COVID 19 the Group has sufficient headroom and will be able to
provide support to the Company.

Foreign currency translation

Functional and presentat/on currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Company operates (‘the functional currency’). The financial statements are
presented in sterling, which is also the functional currency of the Company. ‘ '

Transactions and balances .

Transactions in foreign currencies are translated to the Company’s functional currencies at the

foreign exchange rate ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are retranslated to the functional

currency at the foreign exchange rate ruling at that date. Non-monetary assets and liabilities that are

measured in terms of historical cost in a foreign currency are translated using the exchange rate at

the date of the transaction. Non-monetary assets and liabilities dernominated in foreign currencies

that are stated at fair value are retranslated to the functional currency at foreign exchange rates ruling

at the dates the fair value was determined. Foreign exchange differences arising on translation are

recognised in the profit and loss account ) ’
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. DORLING KINDERSLEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

2,

Accounting policies (continuéd),

26

27

2.8

29

Turnover

Turnover comprises the fair value of the consideration received or receivable for the sale of goods
and services net of value-added tax, rebates, trade marketing costs and discounts. Turnover fromthe
sale of books is recognised when title passes. A provision for anticipated returns is made based
primarily on historical return rates. If these estimates do not reflect actual returns in future periods
then turnover could be understated or overstated for a particular period.

On certain contracfs, where the Company acts as agent, only commissions and fees receivable for
services rendered are recognised as turnover. Any third party costs incurred on behalf of the principal
that are rechargeable under the contractual arrangement are not included inturnover.

Other operating income

Other operating income consists of income not directly related to the operating as a-publisher of
books. It mainly comprises of the recharge of administrative, distribution and other operating
expenses incurred by the Company on behalf of other group undertakings as a management charge.
The management charge comprises of certain fixed costs and the allocatlon of expenses calculated
using specific percentages within a recharge model. '

Income from sub rights

Income from licensing and subrights are recognised as turnover when the the performance obligation
under the agreement has been satisfied. An assessment is made on the nature of each licence to

" determine if the customer receives a right to access or use of the company's intellectual property.

The point of recognition is dependent upon this assessment when the rights are transferred and
used.

Exemption from preparing consolidated financial statements

The Company is a parent Company that is also a subsidiary included in the consolidated financial
statements of its.immediate parent undertaking established under the law of an EEA state and is
therefore exempt from the requirement to prepare consolidated flnanmal statements under section
400 of the Companies Act 2006.
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DORLING KINDERSLEY: LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies (continued)

2.10 Foreign currency translation
Functional and presentation currency
The Company's functional and presentational currency is GBP.
- Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-

" monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised. in profit or loss except when-deferred in other comprehensive income as
qualifying cash flow hedges. :

Foreign exchénge gains and losses that relate to borrowings and cash and cash equivalents are
presented in the Profit and Loss Account within finance income or costs'. All other foreign exchange
gains and losses are presented in profit or loss within 'other operating income'. |

2.11 Leases
The Company as a lessee

The Company assesses whether a contract is or'contains a lease, at inception of a contract. The
Company recognises a right-of-use asset and a corresponding lease liability with respect to all lease
agreements in which it is the lessee, except for short-term leases (defined as leases with a lease
term of 12 months or less) and leases of low value assets. For these leases, the Company
recognises the lease payments as an operating expense on a straight-line basis over the term of the
lease unless another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted by using the rate implicit in the lease. If this rate cannot be
readily determined, the Company uses its incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise:

e  fixedlease paymehts (including in-substance fixed payments), less any lease incentives;

The lease liability is included in 'Creditors' on the Balance Sheet.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on
the lease liability (using the effective interest method) and by reducmg the carrying amount to reflect
" the lease payments made.
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DORLING KINDERSLEY ‘LIMITED.

NOTES TO THE FINANGIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies (continued)

2.11 Leases (continued)

The Company remeasures the lease Ilab|||ty (and makes a corresponding adjustment to the related
right-of-use asset) whenever:

. the lease term has changed or there is a change in the assessment of exercise of a purchase
option, in which case the lease liability is remeasured by discounting the revised discount rate.
. the lease payments change due to changes in an index or rate or a change in expected

payment under a guaranteed residual value, in which cases the lease liability is remeasured by
discounting the revised lease payments using the initial discount rate (unless the lease
payments change is due to a change in a floatlng interest rate, in which case a revised
discount rate is used). '

. a lease contract is modified and the lease modification is not accounted for as a separate
lease, in which case the lease liability is remeasured by discounting the revised lease
payments using a revised discount rate.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease
payments made at or before the commencement day and any initial direct costs. They are
subsequently measured at cost less accumulated depreciation and impairment losses.

Whenever the Company incurs an obligation for costs to dismantle and remove a leased asset,
restore the site on which it is located or restore the underlying asset to the condition required by the
terms and conditions of the lease, a provision is recognised and measured under IAS 37. The costs’
are included in the related right-of-use asset, unless those costs are incurred to produce inventories.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the
underlying asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-use
asset reflects that the Company expects to exercise a purchase option, the related right-of-use asset
is depreciated over the useful life of the underlying asset. The depreciation starts at the
commencement date of the lease.

The Company applies IAS 36 to determine whether a right-of-use asset is impaired and accounts for
any identified impairment loss as described in note .

As a practical expedient, IFRS 16 permits a lessee not to separate non-lease components, and
instead account for any lease and associated non-lease components as a sungle arrangement. The.
Company has used this practlcal expedient.

2.12 Finance costs

Finance costs are charged to profit or loss over the term of the debt using the effective interest
method so that the amount charged is at a constant rate on the carrying amount. Issue costs are
initially recognised as a reduction in the proceeds of the associated capital instrument.

v
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DORLING KINDERSLEY LIMITED

NOTES TO THE FINANCIAL ST_ATEMENTS _
FOR THE YEAR ENDED 31 DECEMBER 2021

2. Accounting policies (continued)

2.13 Taxation

Tax is recognised in profit or loss except that a charge attributable to an item of income and expense
recognised as other comprehensive income or to an item recognised directly in equity is also
recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the balance sheet date in the countries where the Company
operates and generates income. :

214 Inta'ngible assets
Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible
assets are measured at cost less any accumulated amortisation and any accumulated impairment
-losses.

The estimated useful lives range as follows:

Computer software - 3 years
Computer Software
Costs associated with maintaining computer software programmes are recognised as an expense as
incurred. :

Development costs that are directly attributable to the design and testing of identifiable and unique
software products controlled by the Company are recognised as intangible assets when the followmg
criteria is met:

« Itis technically feasible to complete the software product so that it will be available for use;
* Management intends to complete to software product and use it or sellit;
» There is an ability to use or sell the software product;

* It can be demonstrated how the software product will generate probable future economic benefits;
» Adequate technical, financial and other resources to complete the development and to use or sell
the software product are available; and
» The expenditure attributable to the software product during |ts development can be reliably
measured.

Directly attributable costs that are capitalised as part of the software product.include the software
development employee costs and an appropriate portion of relevant overheads. Other development
expenditures that do not meet these criteria are recognised as an expense as incurred. Development
costs previously recognised as-an expense are not recognised as an asset in a subsequent period.
Development costs are written off over the assets useful life.

2.15 Tangible assets

Tangible assets are stated at historical purchase cost less accumulated depreciation. Historical cost
includes the original purchase price and costs directly attributed to bringing the asset to its working
condition for intended use. Depreciation is calculated to write off the cost of the tangible assets over
their estimated useful Ilves ona stralght line basis.
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DORLING KINDERSLEY LIMITED ~

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

2.

Accounting policies (continued)

2.16 Impairment of fixed assets and goodwill

Assets that are subject to depreciation or amortisation are assessed at each balance sheet date to

" determine whether there is any indication that the assets aré impaired. Where there is any indication

that an asset may be impaired, the carrying value of the asset. (or cash-generating unit to which the
asset has been allocated) is tested for impairment. An impairment loss is recognised for.the amount
by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset's (or CGU's) fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (CGUs). Non-financial assets that have been previously impaired are reviewed
at each balance sheet date to assess whether there is any indication that the |mpa|rment losses -
recognised in prior periods may no longer exust or may havedecreased.

2.17 Stocks

/

Finished goods have been valued at the lower of cost and net realisable value. Cost is determined
using the FIFO method. Cost comprises direct costs including related production overheads.

‘Origination costs represent direct costs incurred in the development of titles prior to their publication.

These costs are recognised as origination costs where the title will generate probable future
economic benefits and costs can be measured reliably. Origination assets are amortised upon
publication of the title over estimated economic lives of one year or less, being an estlmate of the
expected operating life cycle of the title.

The assessment of the recoverablhty of the origination assets and the determination of the
amortisation profile involve a significant degree of judgement based on historical trends and
management estimation of future potential sales. An incorrect amortisation profile could result in
excess amounts being carried forward as stock that would otherwise have been written off to the
income statement in an earlier review: Reviews are performed regularly to estimate recoverability of
pre-publication assets, based on forecast title sales

- 2.18 Royalty advances

Advances of royalties paid to authors are recognised within other debtors once a contract is approved
within the royalty system, provided it is a signature advance-or has had a manuscript accepted on the
work, less any provision required to adjust the advance to its net realisable value. Once a manuscript
is accepted in the future, contracted advances are recognised as payable. The realisable value of
royalty advances relies on a degree of management judgement in determining the profitability of
individual author contracts. If the estimated realisable value of author contracts is overstated, then
this will- have an adverse effect on operating profits as these excess amounts will be written off. The
recoverability of royaity advances is based upon an annual detailed management review of the age of
the advance, the future sales projections for new authors and prior sales history of repeat authors.
The royalty advance is expensed at the contracted or effective royalty rate as the related turnover is
earned. :

2.19 Trade debtors and amounts owed by group undertakings

Trade debtors and amounts owed by group undertakings are stated at amortised cost after provision
for bad and doubtful debts. :

The Company applies the IFRS 9 simplified approach to measuring expected credit losses which
uses a lifetime expected loss allowance for all trade debtors. To measure the expected credit losses,
trade debtors are grouped based on shared credit risk characteristics and the days past due.
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DORLING KINDERSLEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

2,

’

Accounting ‘policies (continued)

2.20 Trade creditors and amounts owed to group undertakings

Trade creditors and amounts owed to group undertakings are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method.

2.21 Employee benefits

The Company operates various post-employment schemes, including both defined benefit and
defined contribution pension plans and post-employment medical plans.

Pension obligations The Company operates a defined contribution plan for certain employees. A
defined contribution plan is a pension plan under which the Company pays fixed contributions into a
separate entity. The Company has no legal or constructive obligations to pay further contributions if
the fund does not hold sufficient assets to pay all employees the benefits relating to employee service
in the current and prior periods. A defined benefit plan is a penS|on plan that is not a defined
contribution plan.

The Company also operates a defined benefit plan to certain employees. Typically defined benefit
plans define an amount of pension benefit that an employee will receive on retirement, usually
dependent on one or more factors such as age, years of service and compensation.

The liability recognised in the balance sheet in respect of defined benefit pension plans is the present

value of the defined benefit obligation at the end of the reporting period less the fair value of plan

assets. The defined benefit obligation is calculated annually by independent actuaries using the

projected unit credit method. The present value of the defined benefit obligation is determined by

discounting the estimated future cash outflows using interest rates of high-quality corporate bonds

that are denominated in the currency in which the benefits will be paid, and that have terms to
. maturity approximating to the terms of the related pension obllgatlon

Re-measurement gains and losses arising from experience adjustments and changes in actuarial
assumptions are charged or credited to equity in other comprehensive income in the period in which
they arise. ’

The amount charged or credited to finance costs is a net interest amount calculated by applying the
liability discount rate to the net defined benefit liability or asset. Past-service costs are recognised
immediately in the income statement.

For defined contribution plans, the: Company pays contributions to publicly or privately administered
pension insurance plans on a mandatory, contractual or voluntary basis. The Company has no further
payment obligations once the contributions have been paid.

The contributions are recognised as employee benefit expense wheh they are due. Prepaid
contributions are recognised as an asset to the extent that a cash refund or a reduction in the future
payments is available. v , ~

2.22 Financial instruments .
The Company only enters into basic financial instruments transactions that result in the récognition of
financial assets and liabilities such as trade and other accounts receivable and payable, and loans to
and from subsidiaries and related parties. Financial instruments of the Company are initially
recognised at fair value and subsequently measured at amortised cost using the effective interest
method.
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 DORLING KINDERSLEY LIMITED |

. NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

3.

Judgements in applying accounting policies 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, underlying assumptions 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 and relevant under the circumstances.

Key accounting estimates and assumptions

(i) Advances

Advances of royalties paid to authors are recognised within other debtors once a contract is approved
within the royalty system, provided it is a signature advance or has had a manuscript accepted on the
work, less any provision required to adjust the advance to its net realisable value: The realisable value of
royalty advances relies on a degree of management judgement in determining the profitability of individual
author contracts. If the estimated realisable value of author contracts is overstated then this will have an
adverse effect on operating profits as these excess amounts will be written off.

The recoverability of royalty advances is based upon an annual detailed management review of the age of
the advance, the future sales projections for new authors and prior sales history of repeat authors. The
royalty advance is expensed at the contracted or effective royalty rate as the related turnover is earned.
The carrying values of the provisions can be seen in note 14.

(ii} Origination costs
Specific provision is made concerning origination costs, generated by the business via the creation of

.books internally, covering content, format and channel. These costs are capitalised upon publication and

amortised on a straight line basis over 12 months being the future sales curve of the product generated.

PeI’IOdIC impairment reviews are undertaken on all origination costs, with unsuccessful titles being
" provided for in full and written off to the income statement. The assessment of the recoverability of the
origination asset and the determination of the amortisation profile involve a significant degree of
judgement based on historical trends and management estimate of future potential sales.

(iii) Returns Provisioning

The Company has agreements in place to allow customers to return books. As a result the company
makes an estimate of future returns based on a two year historical review, the ageing of sales and
business experience.

(iv) Lease accounting

In determining the lease term, management considers all facts and circumstances that create an
economic incentive to exercise an extension option, or not exercise a termination option. Extension
options (or periods after termination options) are only included in the lease term if the lease is reasonably
certain to be extended (or not terminated).

The following factors are normally the most relevant: .

+ If there are significant penalties to terminate (or not extend), the company is typically reasonably certain
to extend (or not terminate). :

"+ If any leasehold improvements are expected to have a significant remaining vélue, the company is

typically reasonably certain to extend (or notterminate).

, .
Otherwise, the company considers other factors including historical lease durations and the costs and
business disruption required to replace the leased asset.
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DORLING KINDERSLEY LIMITED-

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

Judgements in applying accounting policies (continued)

The lease term is reassessed if an option is actually exercised (or not exercised) or the company
becomes obliged to exercise (or not exercise) it. The assessment of reasonable certainty is only revised if
a significant event or a significant change in circumstances occurs, which affects this assessment, and
that is within the control of the lessee. '

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
readily determined, which is generally the case for leases in the company, the lessee’s incremental
borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value to the right-of-use asset in a similar economic environment
with similar terms, security and conditions. See note 17 for the net carrying amount of the lease liability
and right-of-use asset.

Turnover

Analysis of turnover by Country of destination:

2021 202(

. £ £

United-Kingdom. and The Republic of Ireland ‘ ' 27,148,960 22 456,789
Rest of Europe , . _— 21,285,220 20,577,390
Americas ’ 39,076,972 37,082,666

Rest of the world - : ’ 34,307,588 32,687,145

121,81 8,740 112,803,990

. Turnover include's supplies made to geographical locations worldwide. The products sold, means of
selling and commercial terms are similar across the various markets and, in‘the opinion of the directors,
. the geographical markets supplied are not.substantially different from each other.

Geographical analysis is based on the region in which the order is recelved It would not be materially
. different if based on the country in which the customer is located. .
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DORLING KINDERSLEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

Operating loss

The operating loss is stated after charging:

2021 2020
£ £
Amortisation of intangible assets, including goodwill 4 106,439 97,484
Depreciation of tangible fixed assets ' 2,564,440 2,488,888,
Impairment of tangible fixed assets : : 1,785,891 -
Impairment of right-of-use assets - ‘ _ 1,308,923 -
Inventories recognised as an expense ' 67,573,543 67,743,934
" Impairment of inventory o 281,202 1,194,000
Audit fees payable to thecompany's auditor ' 73,000 . 73,000
Exchange differences - 311,854 191,442

Administrative expenses comprise of salaries and other expenses. Administrative expenses include
salary costs of £19,5677,228 (2020: £18,697,969). Salaries are paid by Penguin Books 'Limited and
reimbursed to them by the Company. A management recharge of £9,213,171 (2020: £8,598,362) from
" Penguin Books Limited and The Random House Group Limited is also included in administrative
expenses for the recharge of expenses such as technology and occupancy costs. Administrative
expenses include an expense of £1,375,913 (2020: £1,327,046) for defined contribution plans.

Distribution expenses include £2,192,514 (2020: £1,934,045) recharged to Dorling Kindersley Limited
from The Book Service Limited during the year. ’

Costs incurred of £2,654,339 (2020: £2,989,407) were rechargéd to associate group companies during
the year. ' '

Employees

All employees are employed by Penguin Books Limited ("PBL") and therefore all staff costs are borne by
them. PBL then recoups this from the Company.

Directors
2021 2020
£ £
Directors' remuneration: .
Aggregate emoluments - 956,343 883,091 .
Company pension contributions to moneypurchase schemes 102,189 99,345
1,058,532 982,436

Administration expenses include the above remuneration to directors of the Company in respect of their
“services to the Company. ‘
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" DORLING KINDERSLEY LIMITED '

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

2021 202(¢
£ £

Highest paid director: )
Emoluments : : T 371,124 324,684
Defined benefit pension scheme accrued at the end of the year . . 34,080 33,240

405,204 357,924 .

Althdugh the directors of the Company have service contracts with PBL, the proportion of their time and
efforts relate to the company and, therefore their emoluments, have been included in these financial .
statements. All directors are paid by PBL.

Interest payable and similar expenses

2021 20
£ £

Bank interest payable } _ .18 -
Loans from group undertakings ‘ _ 1,392,720 1,383,561

Interest on lease liabilities i : 399,425 235,935

1,792,163 1,619,496
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7z

Taxation
2021 2020
) £ £
‘Corporation tax
Current tax on profits for the year ' 546,557 (1,016,199)

Adjustments in respect of previous periods . (575,649) 327,470

(29,092)  (688,729)

Double taxation relief (546,556) -

(575,648)  (688,729)

‘ Foreign tax
Foreign'tax on income for the year : » ' 1,946,286 1,621,904
\ I 1,946,286 1,621,904
‘T,otal current tax . ' ‘ 1,370,638 933,175

Deferred tax

Origination and reversal of timing differences (430,914) 95,191
Adjustments in respect of prior years 147,793 65,786
Total deferred tax ‘ (283,121) 160,977
Taxatien on profit on ordinary activities ' ‘ 1,087,517 1,094, 152

’
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NOTES TO THE FINANCIAL STATEMENTS
- FOR THE YEAR ENDED 31 DECEMBER 2021

Taxation (continued)

Factors affecting tax charge for the year

The tax assessed for the year differs from (2020 - differs from) the standard rate of corporation tax in the

UK of 19% (2020 - 19%). The differences are explained below:

2021 , 2020
£ £

Profit on ordinary activities before tax . ' 971,103 - 40,778
Profit on ordinary activities multiplied by standard rate of corporation tax in -
the UK of 19% (2020 - 19%) ' 184,510 7,748
Effects of:
Expehses not deductible for tax purposes, other than goodwill amortisation
and impairment . 28,494 37,810
Adjustments in respect of prior years current tax (575,649) 327,470
Unrelieved withholding tax 1,399,731 1,314,279
Income exempt from taxation ’ - (633,323)
Adjustments in respect of prior years deferred tax - : 147,793 65,786
Deferred tax rate differences ' (97,362) (25,618)
Total tax charge for the year ' 1,087,517 1,094,152

The current year tax charge represents corporation tax payable and amounts payable tofreceivable from
fellow UK subsidiaries of the-Bertelsmann group in respect of current year tax losses surrendered in the

UK. . :

Factors that may affect future tax charges

An increase in the UK corporation rate from 19% to 25% (effective 1 April 2023) was -substantively

enacted on 24 May 2021.
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10.

Intangible assets

Cost
At 1 January 2021
Additions - external

At 31 December 2021
Amortisation

At 1 January 2021
Charge for the year onowned assets

At 31 December 2021

Net book value

At 31 December 2021

At 31 December 2020

Computer
software Total
£ £
5181,578 . 5,181,578
87,358 87,358
5,268,936 5,268,936
4,978,484 4,978,484
106,439 106,439
5,084,923 - 5,084,923
184,013 184,013
203,094 203,094

The software intangible assets include the Company's 'SAP finance and procurement' system which was
created by an external development from the Company's specific requirements. Those assets are
amortised over 3 years (2020: 3 years) on a straight line basis. Intangible assets amortisation is recorded
in administrative expenses in the Income Statement. The company has no intangible assets whose titled

are restricted and has none pledged as security for liabilities.
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11.

Tangible fixed assets

Cost or valuation
At 1 January 2021
Additions
Revaluations

At 31 December 2021

Depreciation
At 1 January 2021

Charge for the year on owned

assets
Impairment charge

. At 31 December 2021

Net book value .

At 31 December 2021
At 31 December 2020

Right of use assets

Assets »
' Plantand Fixtures and _under Right of Use
machinery fittings construction assets Total
£ £ £ £ £
598 5,720,552 187,422 19,807,467 25,716,039
- - 84,307 9,963 94,270
. - - 1,398 1,398
598 5,720,552 . 271,729 19,818,828 25,811,707
598 208,946 - 2,280,016 2,489,560
- 647,125 - 1,917,315 2,564,440 -
- 1,785,891 - 1,308,923 3,094,814
- 598 2,641,962 - 5,506,254 . 8,148,814
- 3,078,590 271,729 14,3‘i2,574 17,662,893
- 5,511,606 187,422 17,527,451 23,226,479

The Company has lease contracts for three office floors at Embassy Gardens, London ("EG"), used in
the operations of the busmess

On 26 May 2022, Dorling Kindersley exited the lease of the 8th Floor of Embassy Gardens through the
reassignment of the lease to a third party.

This has been accounted for as a non-adjusting post balance sheet event. See note 24 for further

anaIyS|s
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12.

13.

14.

Deferred tax assets and Iiébilies

Income

_ 31
' 1January ~ statement  Decembei
Movement in recognised deferred tax during the year: 2021 = movement 2021
o £ £ £
Property plant and equipment » , : (24,237) 376,170 351,933
Other temporary differences 146,795 (93,049) 53,746
122,558 283,121 405,679

The company had no unrecognised deferred tax assets at 31 December 2021 (2020: Nil).

Stocks
2021 202(
£ £
Work in progress (goods to be sold) . 8,473,262 8,025,963
Origination Costs 5,215,047 4,523,169
Finished goods and goods for resale 6,066,550 2,949,008
/ : -

19,754,859 15,498,140

As of 31 December 2021, work in progress and origination costs of £20,502,833 (2020: £20,092,000)
were reviewed for impairment. The amount of the provision ‘was £6,814,524 (2020: £6,679,084) for
unsuccessful titles. As of 31 December 2021, finished goods of £9,103,764 (2020: £5,180,000) were
reviewed for impairment. The amount of the provision was £3,037,214 (2020 £2,891,452), and

mainly relates to slow moving stock.

No stocks have been pledged as security for liabilities.

Debtors
2021 202
£ £
Trade debtors ' - ‘ | 5,000,462  5,240,882.
Amounts owed by group uhdertakings ' 64,826,146 65,980,686
Other debtors ‘ - 3,408,279 4,067,916
Tax recoverable o , - 871,413
Prepayments and accrued income 132,437 27,059
73,457,324 76,187,956 -
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14.

15.

16.

Debtors (continued)’

Amounts owed by group undertakings are unsecured, interest free and repayable on demand. included in
the balance is £62,077,974 (2020: £61,249,972) owed by The Book Service Limited ("TBS"). These

* amounts include trade debtor balances which are held in TBS. As of 31 December 2021, amounts owed
by TBS are stated after provision for impairment of £897,148 (2020:£1,075,362).

As of 31 December 2021, author advances of £10,507,.146 (2020: £10,195,696) were reviewed for"
impairment. The amount of the provision was £8,218,114 (2020: £8,277,986). The net carrying values are
included in other debtors. ’

Creditors: Amounts falling due within one year

2021 202(C

. _ £ £

Trade creditors : : 8,602,375 14,024,048

Amounts owed to group undeﬁakings . : 65,848,166 67,700,913

Other‘taxation and social security 278,652 209,872
Lease liabilities ' 2,168,776 : -

Other creditors ' | 304,014 . 96,722

.Accruals and deferred income ' ’ 122,631,204 20,052,224

99,833,187 102,083,779

Amounts owed to group undertakings are unsecured and repayable 6n demand. Included within this is
£50,410,407 (2020: £54,231,281) in respect of cash pooling agreements with Bertelsmann UK Limited.

These amounts incur interest on a monthly basis; the interest rate ranges from 0.05% to 2.79% for the

year (2020: ranged from 0.05% to 2.79%).

Creditors: Amounts falling due after more than one year

2021 202(

_ , £ £

Lease liabilities . h , 15,671,791 19,000,916
Trade creditors ' 536,590 262,418

16,208,381 19,263,334
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17.

Leases

Company as a lessee

The Company has lease contracts for three office floors at Embassy Gardens, London ("EG"), used in

the operations of the business.

On 26 May 2022, Dorling Kindersley exited the lease of the 8th Floor of Embassy Gardens through the

reassignment of the lease to a third party.

This has beén accounted for as a non-adjusting post balance sheet event. See note 24 for further

analysis.

Lease liabilities are due as follows:

Current
Non-current

Contractual undiscounted cash flows are due as follows:

Not later than one year!
Between one year and five years
Later than five years

2021 202C
£ £
2,168,776 -
15,671,791 19,000,916
17,840,567 19,000,916
2021 202(
£ £
2,527,050 1,621,524
10,108,200 70,708,200
6,729,005 9,256,055
. 19,364,255 20,985,779

There is not considered to be any significant liquidity risk in relation to lease liabilities.

The following amounts in respect of leases, where the Company is a lessee, have been recognised in

profit or loss:

Interest expense on lease liabilities

2021
£

399,425

2020
£

235,935
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18.

19.

20.

Provisions
Dilapidation Returns Onerous

provision provision contracts Total
£ . £ £ £
At 1 January 2021 ' ' 889,560 1,743,292 - 2,632,852
Charged to profitor loss . (14,752) 1,926,282 255,880 - 2,167,410
Utilised in year - (1,743,292) - (1,743,292)
At 31 December 2021 o 874,808 1,926,282 255,880 3,056,970

Dilapidation prowsmn .

The company has provided for the estimated restoration costs on Embassy Gardens for any obllgatlons
arising on fit-out works completed at the year end. Any future restoration obllgatlons will be recognised at
the point the works are completed

Returns provision

The Company has agreements in place to allow customers to return books. As a result the Company
makes an estimate of future returns based on historic data, the ageing of sales and business experience.
The provision is expected to be utilised within 12 months from the balance sheet date. ‘

Onerous contract provision

As a result of the reassessment of lease and use of the 8th Floor at Embassy Gardens, prows,lons have
been made for onerous contracts which exist in relation to its maintenance and an expected fixed rental
payment required. The provision'is expected to be utilised within 12 months from the balance sheet date.

Share capital

2021 2020
: / £ £

Allotted, called up and fully paid ) .
1,023,583 (2020 - 1,023,583) Ordinary shares of£0.10 each . 102,358 102,358

Reserves

"Called up share capital

The célled up share capital account records the nominal value of shares issued.
Share premium account

The share~ premium account ié used to record the premium on shares issued.
Profit and loss account

This includes all current and prior period retained profits and losses. All reserves in respect of proflt and

- loss are distributable reserves.
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21,

22.,

23.

Related Parties

The Company’s immediate parent is Pengum Random House Limited (“PRHL"). At the balance sheetdate
PRHL was wholly owned by Bertelsmann UK Limited.

The company’s ultimate parent undertaking and controlling party is Bertelsmann SE & Co KGaA, which is
incorporated in Germany, copies of whose consolidated financial statements (the smallest and largest
financial statements in which the company is consolidated) can be obtained from:

Bertelsmann SE & Co KGaA
Corporate Communications
Carl Bertelsmann Strasse 270
Postfach 111

D-33311 Giitersloh

Germany ‘

The Company is wholly-owned by PRHL and as such has taken exemptions under the terms of FRS101,
“Related party disclosures”, from disclosing related party transactions with other wholly-owned
subsidiaries within the Bertelsmann SE & Co KGaA group.

The Company is exempt, by virtue of s400 of the Companies Act 2006, from the requirement to prepare
group financial statements as it is included in the consolidated financial statements of Bertelsmann SE &
Co KGaA, which are publicly available. These financial statements present mformat;on about the
Company as an individual undertaking and not about the group. :

Subsidiary undertakings

The Company had the following subsidiary undertakings as at 3i December 2021. 4

Name

Dorling Kindersley Vision Limited

Funfax Limited

Registered office Class of
] shares

One Embassy Gardens, 8

Viaduct Gardens, London,

SW11 7BW Ordinary
One Embassy Gardens, 8

Viaduct Gardens, London,

SW11 7BW. ‘ Ordinary -

All subsidiary undertakings are dormant entities and have nil (2020: nil) carrying value.

Commitments

Holding

100 %

100 %

There are commitments to authors for the payment of royalty advances amounting to £1,263,761 at 31
December 2021 (2020: £794,554). Together with the advances already paid these will be charged
against sales of future accounting periods as the books are published.
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24,

Post Balance Sheet events
Leases

On 26 May 2022, Dorling Kinderéley,exited the lease of the 8th Floor of Embassy Gardens through the
reassignment of the lease to a third party. The reassignment released DK from all future obligations
relating to the lease payments and resulted in the disposal of the right of use property and related asset.
As part of the negotiations, a reverse premium became payable as part of the exit of the lease which has
been considered as part of management's IAS 36 impairment assessment of the right of use property and
related assets.

This has been accounted for as a non-adjusting post balance sheet event.

As at 31 December 2021 the balance sheet/income statement positions were as follows:

Balance Sheet | , 2021

‘ : £
Lease Liability (Intercompany Balance) S 6,086,782
Right-of-use asset . . . 3,995,203
Onerous Provision of contracts _ e 255,880

Income Statement

Impairment of right-of-use asset : ' : 1,308,923
Impairment of tangible fixed assets ’ 1,785,891
Onerous provision costs ' S 255,880

The Company still occupies the 6th and 7th floor of the above bu1|d|ng and the arrangements have not
altered in result to the above event.

Acquisition of a company

On the 1st August 2022 DK acquired 100% of the shares of Phonic Books Ltd a company llmlted by
shares and registered in the United Kingdom. The purchase supports the Company’s wider growth

strategy and presence in the education market.
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