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N Strategic report
Introduction.

The directors of Arvato Government Servuces Limited present the Strategic report for the year ended 31
December 201 9. .

. Busmess review

" About Arvato

Arvato Government Services Limited is part of the global network of Arvato, a-division of Bertelsmann
Group. The company is 100% owned by Arvato Limited, which is in turn 100% owned by Bertelsmann UK
Limited, which ‘is ultimately owned by Bertelsmann SE & Co. KGaA, the ultimate parent company of
Bertelsmann Group (Bertelsmann). Bertelsmann is -an intérnational media, services and education
company which encompasses eight divisions: RTL Group, Penguin Random House, Gruner + Jahr and
BMG are the Group’s media businesses. Arvato and Bertelsmann Printing Group provide services. The
Bertelsmann Education Group comprises the businesses in the third segment of education. More than 100
start-up investments are grouped in Bertelsmann Investments. In 2019 the group’s businesses, with their . -
more than 126,000 employees generated revenues of €18.0 billion globally. . :

Bertelsmann is successfully established in intérnational capltal markets and is one of the Iargest issuers of
EUR-bonds in the media-segment. As credit ratings and transparency are of great importance to
Bertelsmann’s financial security and independence, its fi inancing policy is conservative and based on
criteria'ensuring that strong credit ratings are- maintained.

Bertelsmann operations are centrally financed by Bertelsmann SE & Co. KGaA As ‘such; Arvato
Government Services Limnited benefits from Bertelsmann’s financial strength and funds are provided by the
sub5|d|ary company as required on a loan basis.

Business Development.

The company was established to be the initial growth vehicle for Arvato bunldlng on the first local
government contract win with East Rldlng of Yorkshire Council. The remaining local government coritracts
continue to be delivered by the company’s subsidiary undertaking, Arvato Public Sector Services Limited.
In"2019 Arvato Government Services Limited revenues were £Nil (2018 £Nil) with an operating profit of
£Nil (2018: loss of £3 000)

Future Developments

- Following the end of the exclusivity arrangements -with East Riding of Yorkshire. Council, this company will
not actively-bid for new business and will remam as a holdlng company for its subsndlary Arvato Public
. Sector Serwces Limited.
Principal Rlsks and Uncertainties
As the company does not actively trade, the main risk is for the subsidiary company to deliver local
government services in line with contractually agreed KP! targets. Fallure to achieve these would leave the
- subsidiary company with significant ﬂnanmal penalties. . .
Post Balance Sheet Events

The Coronavirus pandemic has presented a major challenge to all UK busmesses in 2020, however the
- company has no operational activity and therefore this has had no impact on the company.

On behalf of the board

_ Richard Parkin
Director
4 December 2020
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Directors’ report

‘The dlrectors of Arvato Government Services Limited present the annual report and financial statements
for the year ended 31 December 2019. ’

' Principal Activities of the Business

Arvato Government Services Limited is- a hotdlng company for its subsrdrary who provrdes outsourced
servrces to the publlc sector. .

Dlrectors : : ' -

The directors of the company who were in offce during the year and up to the date of signing the financial -
- statements were:

Debra Maxwell
Richard Parkin .
Councillor Stephen Robert Parnaby (resigned 11 April 2019)

* Our People

We confirm that Arvato Government Services Limited complies wrth the Disability Dlscrrmlnatlon Act 1995,
which replaced the Disabled Persons (Employment). Act 1944.

Itis the company's.policy to give full and fair consideration to applications for employment made by disabled -
" persons, and to réecruit individuals fairly and objectively on the basus of their pamcular skills, aptrtudes and
-abilities.

Where existing employees become disabled, it is the companys pollcy wherever- practrcat to provide
continuing employment under normal terms and conditions and to provide training, career development
and promotion wherever appropriate.

During the year, the policy of providing employees with information about the company has continued and
employees are encouraged to present their suggestions and views on the company’s performance. Regular
meetings are held between management and employees to allow a free flow of information and ideas.

Corporate and Social Responsrblllty

The company made no political or charrtable donations, nor incurred any political expendlture durmg the
year. _ )

Dividends - ) . :

No dividend was paid dunng the year (2018: £N|I) and the dlrectors do not recommend the payment of a
dividend (2018: £Nil).

Future Developments ,

The directors’ views of the factors which are key to the future success of the company are set out in the
Strategic report. .

Corporate Governance

The Arvato Government Services erlted Board of Directors is committed to a modern and responsible
approach to-corporate governance. Citizenship is one of our four core values and an integral part of our
corporate cuiture. We are committed to respon5|ble behaviour towards employees, customers, busmess
partners and public sector organrsatrons

An example of this in practice is our Code of Conduct which is based on ethrcal prlncrples legal
requirements and our own rules and regulations. It consists of 20 principles that govern corporate
. responsibility, workplace conduct, business and financial transactions and media and technology
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Directors’ report (continued)

Financial Risk Management

As set out in note 14, Arvato’s business operations are financed by Bertelsmann SE & Co. KGaA. As such,
Arvato Government Services Limited benefits from Bertelsmann’s fihancial strength and funds are provxded
by the subS|d|ary company as required on a loan basis.

Other measures to control financial risks, such as hedging. against foreign currency eXposures' are
managed on a case-by-case basis, backed by the support of the treasury department of Bertelsmann SE
& Co. KGaA.

Basis of Preparatlon of Financial Statements

The directors have considered the trading position of the company and |ts business risks, and have
prepared a cash flow forecast for a period of 12 months from the date of approval of the financial.
statements; including considering a severe but plausible downside case. The company also benefits from
Bertelsmann’s financial strength and funds are provided as required on a daily cash pooling basis. Based
on the cash flow analysis performed and receipt of confirmation of financial support letter from Bertelsmann
SE & Co. KGaA to support the company to enable them to meet the payment of debts and requests for
cash advances resulting from the cash pooling agreement as and when they fall due, management has

concluded the company will have access to sufficient liquidity to fund its operations for at least one year -

from the approval date of these financial statements. Accordingly, management has concluded that the
going concern basis of preparation of the financial statements is reasonable and no material uncertalnty
exists

Statement of Directors’ Responsibilities in Respect of the Financial Statements.

The directors are responsible for preparing the Annual report and the fnanc1al statements in accordance
with apphcable law and regulation.

Company law requires the dlrectors to prepare financial statements for each financial year. Under that law
the directors have prepared the financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the'European Union. Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and fair view-of the state of affairs of -
the company and of the profit or loss ofthe company for that period. In preparlng these financial statements
the directors are required to:-

select suitable accounting policies and then apply them consnstently, .
state whether applicable IFRSs as adopted by the European Union have been followed, subject to any
material departures disclosed and explained in the financial statements;

« - make judgements and accounting estimates that are reasonable and prudent; and

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

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

The. directors are responS|bIe for keeping adequate accounting records that are sufficient to show and .
- explain the company's transactions and disclose with reasonable accuracy at any time the financial position
of the company and enable them to ensure that the financial statements comply with the Companies Act
2006.
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Directors’ report (cont/nued)

Dlrectors Confirmations -
A the case of each director in office at the date the Directors’ report is approved
s . 'so faras the director is aware, there is no relevant audit |nformat|on of whlch the companys audltors
are unaware; and

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

_ information.

Independent Auditors

_In accordance with section 494ZA of the Compames Act 2006, PrlcewaterhouseCoopers LLP will not be
‘reappointed as auditors. A resolution to appoint KPMG LLP as auditors will be proposed at the fonhcommg<
Annual General Meetmg

* On behalf of the board

Richard Parkln
Director
4 ‘December 2020 . -
One Fleet Place
~ London |
United Kingdom'
EC4M 7WS

N
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Independent auditors’ report to the members of Arvato Government Services
lelted

Report on the audit of the financial statements
Oplmon

In our opinion; Arvato Government Services Limited's financial statements:
e give a true and fair view of the state of the company s affairs as at 31 December 2019 and of its
loss and cash flows for the year then ended,;
* have been properly prepared in accordance with International Financial Reporting Standards
(“IFRSs") as adopted by the European Unlon and
* have been prepared in accordance with the requirements of the Companies Act 2006

- We have audited the financial statements, included within the Annual report and financial statements (the
“Annual Report”), which comprise: the statement of financial position as at 31 December 2019; the
statement - of comprehensive income, the statement of cash flows, the statement of changes in
shareholders’ equity for the year then ended; and the notes to the fi nancnal statements, which include a
description of significant accounting policies.

Basis for opinion

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

Independence

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

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which 1SAs (UK) require us to
report to you where:
e . the directors’ use of the going concern basis of accounting m the preparation of the fi nancnal
statements is not appropriate; or
o the directors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the company’s ability to continue to adopt the going concern basis
of accounting for a period of at least twelve months from the date when the financial statements .
are authorised for issue. '

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

Reporting on other information

The other information -comprises all of the information in the Annual Report other than the financial
statements and our auditors’ report thereon. The directors are responsible for the -other information. Our
opinion on the financial statements does not cover the other information and, accordingly, we do not
express an audit opinion -or, except to the extent otherwise explicitly stated in this report, any form of
assurance thereon.
In connection with our audit of the financial statements our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
- statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If we
identify an apparent material inconsistency or material misstatement, we are required to perform
procedures to conclude whether there is a material misstatement of the financial statements or a material -
misstatement of the other information. If, based on the work we have performed, we conclude that there is
a‘material misstatement of this other information, we are requwed to report that fact. We have nothing to
report based on these responS|b|I|t|es .
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Independent auditors’ report to the mem bers of Arvato Government Servnces
“Limited (cont/nued)

Reporting on other information -

With respect to the Strategic report and Directors’ report we also considered whether the dlsclosures‘,
required by the UK Companies Act 2006 have been included. )

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs
(UK) require us also to report certain opinions and matters as described below.

Strategic report and Directors’ report

In our opinion, based on the work undertaken in the course of the audit, the information given in the
Strategic report and Directors’ report for the year ended 31 December 2019 is consistent with the fi nanc1a|
statements and has been prepared in accordance with applicable legal requirements..

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

Responsibilities for the financial statements and the audit

ResponSIb///t/es of the directors for the financial statements

As explained more fully in the Statement of directors’ responSIbmtles in respect of the financial statements
set out on page 3, the directors are responsible for the preparation of the financial statements in accordance -
with the applicable framework and for being satisfied that they give a true and fair.view. The directors are
also responsible for such internal control as they determine is necessary to enable the preparation of
- financial statements that are free from material misstatement, whether due to fraud or error. -

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

Auditors’ responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the fi nancra! statements is located on the FRC's
website at:. www.frc.org. uk/aud|torsrespon5|blllt|es This description forms part of our auditors’ report.

Use of this report

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

- Other requrred reporting

- Companies Act 2006 exception reporting

" Under the Companles Act 2006 we are required to report to you if, in our oplmon

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

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

¢ certain disclosures of dlrectors remuneration specified by law are not made or

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

- We have no exceptions’ to report arising from this responsibility.

Randal Casson (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors -
Leeds

4 December 2020 .
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Statement of Comprehenswe Income

for the year ended 31 December 2019 o
‘Note 2019 ~ 2018

£000 £000
Continuing operations . ‘ ’ . {
Revenue . - - ' 2 ' . -
Operating costs o ‘ :
Administrative expenses : g : ' - : 3
Loss from operations o 3 - o (3)
Financial expenses . - : -5 ©(58) - » (81
Loss before taxation ' : L , . (85) (54)
Taxation -~ - ‘ S o 6 oo 10
Loss for the year ' : . o . (44) S 9
6ther comprehensive income for the year . ) . " - ) -
 Total comprehensive loss for the year : ' - (44) o (44)

The notes on'pages 12 to 23 form part of the financial statements.
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<

.Statement of Financial- Position

as at 31 December 2019 . . ,
Note 2019 - 12018

. ~ £000 "£000
Non-current assets ) '
Property, plant and equipment B 7 - .-
intangible assets ‘ oo . ’ .8 - , -
Investments in subsidiary undertakings . . 9 1 ‘ 1
" Total non-current assets o ’ . C ' 1 1
\ . , .

Current assets ]

_Trade and other'/reoeivables' : 10 : 1 1
Cash and cash equivalents - : 11 24 26
Total current assets A o o . 35 ‘ ' 37

© Total assets S : - % . 38

—

Equity - . .
Sharecapital =~ . - 13- 1 o
Accumulated losses . ‘ 13 ' (2,654) ' (2,610)
Total equity - L o (2.683) - . (2,609)
Current liabilities ' S . ’ ) ,
Trade and other payables ° ' 12 2,689 2,647
Total current liabilities ‘ : 2,689 .. g . 2,647
Total liabilities : 2,689 2,647

~ Total equiiy and liabilities . . ) . ' 36 38

The notes on pages 12 to 23 form part of the financial statements.

The financial statements of Arvato Government Services Limited (registered number 05429280) on pagés
8 to 23 were approved by the Board of Directors on 4 December 2020 and were signed on its behalf by:

ALY

Richard Parkin
Director
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Statement of Changes in Shareholders’ EQuity
for the year ended 31 December 2019

Retained
. : : : ' earnings/ ‘
.- - : Share (Accumulated Total
: - capital . losses) equity .
* £000 £000 . £000 -
Opening balance at1 January 2018 ' . - _ A . (2,566) | (2,565)

" Loss for the year P . : .- . (44) - (44)
Other comprehensive income for the year ' . ’ - - -
Total comprehensive loss for the year PR - . . (44) - (49)
Closing bé{ance at 31-December 2018 . : ’ s 1 (2,610) . (2,609)
Opening balance at 1 January- 2019 - 1 ' - (2,610)  (2,609)

" Loss for the year ' N - (44) (a4)
Other comprehensive income fqr the year ) . - : '_ - -.

' Total comprehensive loss for the year : : - . (44)  (44)
Closing balance at 31 December 2019 : . . . o 1 - (2,654) " (2,653)

. The'notes on pages 12 to 23 form part of the financial statements.
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Statement of Cash Flows

For the year ended 31 December 2019 . ‘
- S Note = . 2019 2018

e ‘ ‘ ) _ £000 £000 .
Net cash generated from/(used in) operating activities 16 - - " 12 . [¥))
Cash flows used in investing activities ‘
Acaquisition of property, plant‘ahd equipment - -
Acquisition of intangible assets o . - -
Net cash used in investing activities o . - -
Cash flows uséd in financing aétivities ; .
Interest paid ' S ' (14) (51)
Net cash used in financing activities ' ' - (14) . (81
Net decrease in cash and cash equivalents . - (2) ] (53)
Cash and cash eqUivéIents at 1 January ' (2,574)-. (2,521)

'.Cash and cash equivalents at 31 December ) 11 (2,576) - (2,574).

The notes on pages 12 to 23 form part of the financial étatements:.
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Notes (forming pait of the financial stafements)

1. Accounting policies

Arvato Government Services Limited (the “company”) is a private company Ilmlted by shares, incorporated
and domiciled in London, England United Kingdom.

The company financial statements have been prepared and approved by the directors in accordance with
International Financial Reporting Standards as adopted by the European Union (“Adopted IFRSs”), IFRIC

- interpretations and the Companies Act 2006 apphcable to companies reporting under IFRS.
. The principal accounting policies adopted in the preparatlon of these financial statements are set out below.

These policies have been consistently applied to all the years presented, unless otherwise stated. .
Basis of preparation
The financial statements are presented in pounds sterling, rounded to the nearest thousand.

"The preparation of financial statements in conformity with IFRS requires directors to make judgements,

estimates and assumptions that affect the application of policies and reported amounts of assets and
liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and other factors. that are believed to be reasonable under the circumstances, the results of
which form the basis of making the judgements about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates.. The estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period.in which the estimate is revised if the revision affects only that period or in the
period of the revision and future periods if the revision affects both current and future periods.

The directors have considered the trading position of the company and its_business risks,-and have
prepared a cash flow forecast for a period of 12 months from the date of approval of the financial

. statements, including considering a severe but plausible downside case. The company also benéfits from

Bertelsmann’s: financial strength and funds are provided ‘as required on a daily cash pooling basis. Based
on the cash flow analysis performed and receipt of confirmation of financial support letter from Bertelsmann
SE & Co. KGaA to support the company to enable them to meet the payment of debts and requests for
cash advances resulting from the cash pooling agreement as and when they fall due, management has
concluded the company will have access to sufficient liquidity to fund its operations for at least one. year
from the approval date of these financial statements. Accordingly, management has concluded.that the
going concern basis of preparation of the fi nanC|aI statements is reasonable and no material uncertainty
exists.

Measurement conventlon

The financial statements are prepared on the historical cost basis except that the following assets and
liabilities are stated at their fair value: financia! instruments classified as fair value through profit or loss or
as available-for-sale, trade and other receivables, trade and other receivables from group companies, trade
and other payables and trade and other payables to group companies. Non-current assets and disposal
groups held for sale are stated at the lower of previous carrying amount and fair value less costs to sell.

Foreign currency '

Transactions in foreign currencies are translated to the company’s’ functional currency at the foreign
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies at the statement of financial position date are translated at the foreign exchange rate ruling at
that date. Foreign exchange differences arising on translation are recognised in the statement of
comprehensive income. 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 denominated in foreign currencies that are stated at fair value are translated at forelgn

exchange rates ruling at the dates the fair value was determlned
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Notes (continued)
1. Accountmg policies (cont/nued)

Property, plant and equipment

Property, plant and equ1pment are stated at deemed cost less-accumulated depreciation and |mpa|rment
losses.

Depreciation is charged to the statement of comprehenswe income on a stralght -line basis over_the
estimated useful lives of each part of an itemof property, plant and equ1pment Land is not depreciated.
The estimated useful lives are as follows:

Computer and office equipment - 4 years
Intangible assets ' '

Intangible assets that are acquired by the company are stated at cost less accumulated amortisation and
_impairment losses.

Amortisation is charged to the statement of comprehensive income .on a straight-line basis over the

estimated useful lives of intangible assets unless such lives are mdet” nlte Intanglble assets are amortised
- from the date they are available-for use.
- The estimated useful lives are as follows:

Computer software and licences - 3to4 years
Cash and cash equivalents - '

Cash and cash equivalents comprise cash balances and call deposns Bank overdrafts that are repayable
on demand and form an integral part of the company’s cash management are included as a component of
cash and cash equivalents for the purpose only of the statement of cash flows.

Trade and other recelvables

Trade and other receivables at the statement of financial position date comprise amounts recelvable from
the sale of services to third parties. Trade and other receivables from group companies comprise amounts
receivable from recharge of costs to fellow sub3|d|ar|es of the Bertelsmann group.

Trade and other receivables are stated at fair value which approxmates cost less umpalrment Iosses

Trade and other payables

‘Trade and other payables are stated at cost and principally comprise amounts outstanding for trade

purchases and ongoing costs. Trade and other payables to group companies comprise amounts payable

to fellow subsidiaries of the Bertelsmann group in respect of services received and costs’ incurred on the
company’s behalf.

Trade and other payables are stated at fair value whlch apprommates cost.’

Impairment

The carrying amounts of the company’s assets are reviewed at each statement of financial position date to
determine whether there is any indication of |mpa|rment If any such indication exists, the asset's
recoverable amount is estimated:

An impairment loss is recognised whenever the carrying amount of an.asset or its cash-generating. unit .
exceeds its recoverable amount.” Impalrment |osses are recognised in the statement of comprehensuve
income. .
Impairment losses recognised in respect of cash-generating umts are allocated first to reducethe
carrying amount of any goodwill allocated to cash-generating units and then to reduce the carrying
amount of the other assets in the unit on a pro rata basis. A cash-generating unit is the smallest
“identifiable group of assets that generates cash inflows that are largely independent of the cash inflows
from other assets or groups of assets .

Calculation of recoverable amount :

The recoverable amount of other assets is the greater of their net selllng price and value in use.
In assessing value in use, the estlmated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. For an asset that does not generate largely independent cash inflows, the recoverable
amount is determined for the cash- generatlng unit to which the asset belongs.
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Notes (continued)
1. Accounting policies (continued)

Revenue-

Revenue is recogmsed in accordance with the IFRS 15 contract-based fi ve- step model. Revenue from
services rendered over a period of time are recognised as Veach performance obligation of the contract is -

satisfied and control of the service passes to the customer. Revenue is measured at the fair value of the
consideration recelvable for the service, net of any related customer rebates cash discounts and value :
added taxes.

Net financing costs

Net financing costs comprise interest payable, interest receivable on funds invested and foreign exchange
galns and losses that are recognised in the statement of comprehensive income.

Interest income and interest payable is recognlsed in the statement of comprehensnve income as it accrues -

. using the effective interest method.- .
Foreign currency gains and losses are reported on a net basis.

Taxation -

~ Taxonthe profit or loss for the year comprises current and deferred tax. Taxis recognlsed in the statement
of comprehensive income except to the extent that it relates to |tems recognlsed dnrectly in equrty, in which
case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or

substantlve!y enacted at the statement of financial pos|t|on date, and any adjustment to tax payable in
respect of previous years.

Deferred tax is provnded on temporary differences between the carrying amounts of assets and liabilities for

" “financial reporting purposes and the amounts used for taxation purposes. The amount of deferred tax

" provided is based on the expected manner of realisation or settlement of the carrying amount of assets and
liabilities, using tax rates enacted or substantively enacted at the statement of financial position date.

'A deferred tax asset is recognised only to the extent that it is probable that future taxable proﬁts will be
available agamst which the asset can be utilised. .
Changes in accountmg policy and disclosures

New and ameénded standards adopted by the company
There are no_ IFRSs or IFRIC interpretations that are effective for the fi rst time for the financial year
beglnnlng on or after 1 January 2019 that would be. expected to have a material impact on the company

New standards and fnterpretat/ons not yet adopted

Certain new standards and'interpretations have been published that aré not mandatory for 31 December
2019 reporting periods and have not been early adopted by the company. These standards and
.interpretations are not expected to have a material impact on the company |n the current orfuture reportrng
periods or on foreseeable future transactions.

‘2. Revenue

An ana'lysis- of the company’s revenue is as follows:
' ' ' S 2019 2018
. £000 . £000
Sales of services : : . s -

~

The company is a subsidiary of parent company Bertelsmann SE & Co. KGaA and is therefore exempt
- from producmq a segmental anaIyS|s under IFRS 8.
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Notes (continued)
3. Loss from operations
Loss from operations has been arrived at after charglng .
2019 © 2018
. _ £000 - £000
Depreciation of tangible assets - . ) ’ . - -
* Amortisation of intangible assets . . - : -
Auditors' remuneration: ) ' ' B )
Audit of these financial statementsA ' i o - [

4, . Drrectors remuneratlon

Directors’ emoluments are borne by another group company. No recharge has been made’ in respect of
_directors’ emoluments in the current year (2018: £Nil).

5. Financial expenses

2019 . -2018

. ) £000 - - -£000

Interest charges : ’ - : ' . 55 o 51
. . . : 55 : 51

Interest charges represent interest charged by the subsidiary company in respect of loan facilities provided
in the United Klngdom N

6. Taxation . -
‘ 2019 : 2018
) £000 . £000
Current taxation: ) N o
UK corporation tax — current year . : ' (11) (10)
UK corporation tax — prior year . . : - '_ -

) —(10)

The current year tax credit represents amounts receivable from fellow UK subsidiaries of the Bertelsmann
- group.in respect of current year tax losses surrendered in the United Kingdom. The standard rate of

corporation tax in the United Kingdom is 19%. Accordrngly the company’s prof its are taxed at an effecttve
" rate of 19% (2018: 19%). . :

The credit for the year can be reconculed to the Ioss before taxation per the statement of comprehensrve
. mcome as follows . .

2019 2018

: : - £000 . £000

Loss before taxation . - " » . (55) (54)

Tax using the UK corporation tax rate of 19% (2018: 19%) ; . (10) . (10)
Effects of: '

' Expenses not deductible for tax purposes . : . (1). ’ -

Total tax in statement of cornprehensi\ie income - ) A (M) . (10)




Notes (continued)
7. Property, plant and equipment

Cost

At 1 January 2018
Additions

Disposals -

At 31 December 2018

At 1 January 2019
- Additions
. Disposals )
At 31 December 2019

Accumulated depreciation
At 1 January 2018
Charged for the year .
: Disposals
At 31 December 2018

At 1 January 2019

- Charged for the year
Disposals
At 31 December 2019

-Net book value )
At 31 December 2019

At 31 December 2018

The deprecnatlon charge is’ recognlsed in" the statement of comprehensuve income under

admlnlstratlve expenses

Arvato Government Services Limited

Computer

' Annual report and financial statements.

31 December 2019 -

Office

equipment:  equipment Total
£000 - £000 “£000
20 15 35
20 15 35
20 15 35
©(20) (15) . (35)
20 15 35
- kj - ) -
20 15 35
20 15 35
(20) (18) (35)
the line



Notes (continued)
8: Intangible assets -

Cost
At 1 January 2018
Additions
" Disposals
At 31 December 2018

At 1 January 2019
Additions

Disposals

At 31 December 2019

Accumulated amortisation
" At1 January 2018

Charged for the year
) Disposéls

At 31 December 2018

At 1 January 2019 - .
Charged for the year
Disposals '
At 31 December 2019

" Net book value
At 31 December 2019

At 31 December 2018

Arvato Government Services Limited

Annual report and financial statements
31 December 2019

Computer
software Total *
£000 ’ £000
2 2
. 2 . 2
2 2
(2) (2)
2 2
2 2
2 2

(2 )}

The amortisation charge is recognised in the statement of comprehensive income under the line

administrative expenses.
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Notes (continued)
9. Investments in subsidiary undertakmgs

Total
£000
Cost
CAt1 January 2018 and 31 December 2018 . . - 1.
At 1 January 2019 ' S . oA
Additions - o -
Disposals . : -
At 31 December 2019 - ] 1
Impairment : ) i ) o _
At 1 January 2018 and 31 December: 2018 ) . . -
At1 January 2018 © | ' I ' ’ ' .
Charged for the year T ] ' : -
“Disposals . ’ L ' .-
At 31 December 2019 : ’ , : ) o : -
Net book value . . ,
At 31 December 2019 _ 1
At 31 December 2018 . B : - _ 1
. : Class and
) : - Registered ' percentage of
. .+ Subsidiary undertaking address ) Principal activity shares held
Arvato Public Sector Services Limited One Fleet Place, Local gdvernment services " 100% ordinary
’ ' London, - .
United Kingdom
EC4M 7WS
The directors believe that the carrying value of the investment is supported by its underlying value.
- 10. Trade and other receivables ‘
2019 2018
‘ €000 -~ - £000
Due within one year: - » )
Trade and other receivabies - . ) -
Trade and other receivables from group companies . 1" 11

11 . 1




Notes (continued)
_ 11. Cash and.cash equivalents -

Bank balances’

Cash and cash equivalents

Subsidiary loan balance

Cash and cash equivalents per statément of cash flows

Arvato Government Services Limited

Annual report and financial statements
. 31 December 2019

2019

2018
£000 £000 -
- 24 26

24 26 -

(2,600) . (2,600)

(2576) (2,574)

Cash and cash equivalents comprise cash balances.and call deposits. Subsidiary loan balances have been
included in cash and cash equivalents and presented as such in the statement of cash flows. The parent
company has confirmed that balances are in the nature of overdrafts and financial support will be provided

to enable the company to meet the payment of debts.

12. Trade and other payables

Due yvithin one year: ’
Trade and other payables
Trade and other payébles to group companies

13. Capital and reserves
‘Reconciliation of movement in capital and reserves:

At 1 January 2018 |
Total comprehensive loss for the year
‘At 31 December 2018

At 1 January.2019. R
Total comprehensive loss for the year -
At 31 December 2019

" Retained earnings relate wholly to the company’s ultimate pérent.as detailed in note 18.

. - Share capital

Issued and fully paid: .
801 ordinéry ‘A’ shares of £1 each-(2018: 801)
199 ordinary ‘B’ shares of£1'éach (2018: 199) .

2019 2018
£000 £000
.- Y
2,689 2,600
2,689 2,647
Retained
earnings/
Share {Accumulated ' .
capital losses) Total equity
£000 £000 £000
1 (2,566) (2,565)
- (44) (44)
1 (2,610) (2,609)
1 "(2,610) -(2,609)
- (44) .(44) |
R (2,654) . (2,653)
2019 2018
£000 £000
801 801
- 199 199
1,000

1,000

The holder of ordinary ‘a shares (“A shareholder”) and holder of ordinary ‘B’ shares ("B shareholder”) are
" entitled to receive dividends as declared from time to time in proportion to the nominal value that issued ‘A’
shares and issued ‘B’ shares respectively bear to the combined nominal value of the issued shares.
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Notes (contmued)
13. Capital and reserves. (cont/nued)

The ‘A’ and ‘B’ shares rank pari- passu in all respects, except:

' .Appomtment/Removal of drrectors -
The ‘A’ shareholder can appoint up to five directors and'is entitled at any time to remove or substitute any
directors so appointed. The ‘B’ shareholder can appoint one director and is entitled at any time to remove
or substitute any director.so appomted

Shareholders’ guarantees
In the event that a third party requires a guarantee, indemnity or covenant from the shareholders in order
1o secure the indebtedness or obligations of the company, such.guarantee shall subject to the prior written -
approval of the terms by the ‘A’ shareholder, be given by the ‘A’ shareholder and nothing shall oblige the
‘B’ shareholder.to provide.any guarantee, indemnity or covenant to secure the indebtedness and obllgatlons
of the company.

Drsposal or charging of shares
The ‘A’ shareholder may transfer all (but not some only) of the shares held to any other company wnthln the .
Bertelsmann.SE & Co.-KGaA group. The ‘B’ shareholder may transfer all or any of the ‘B’ shares to any
person without the prior consent of the other shareholder.

The ‘A’ shareholder acquured the ‘B’ shares from the ‘B’ shareholder on 11 April 2019:
Restnctrons on shareholders

_ The ‘B’ shareholder may not be concerned or in any other way mterested in any other business in .

competltlon with the business of the company.

14. Financial‘ inStruments

Exposure to credit, interest rate and currency risks arises in the normal course of the company's business.

IFRS 7 requires. dlsctosure of fair value measurements by level of the following fair value-measurement

hierarchy: o

¢ Quoted prices (unadjusted) in active markets for |dent|cal assets orliabilities (level 1);

* Inputs other than quoted prices included within-level 1 that are observable for the asset or liability,
either directly (as prices) or- indirectly (derived from prices) (level 2); and

e Inputs for the asset or Ilablllty that are not based on observable market data (unobservable |nputs)_
(level 3).

All of the company’s fnancual mstruments fall lnto hierarchy level 2.

~ (a) Fair values of financial instruments

Trade and other receivables ‘
The fair value of trade and other receivables is estimated as the present value of future cash flows,
dlscounted at the market rate of interest at the statement of financial position date if the effect is material. -

] Trade and other payables
The fair value of trade and other payables is estimated as the present value of future cash flows, dlscounted
at the market rate of interest at the statement of fi nanmal position date if the effect is material.

Cash and cash equivalents

The fair value of cash and cash equnvalents is estimated as'its carrying amount where the cash is repayable
on demand. Where it is not repayable on demand then the fair value is estimated at the present value of
future cash flows, discounted at the market rate of interest at the statement of ﬁnancial position d'ate.

Interest-bearing borrowings '

Fair value, which after initial recognition is determlned for dlsclosure purposes only, is calculated based on
the present value of future principal and interest cash flows, dlscounted at the market rate of interest at the
statement of fi nancral position date
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14. Financial inStruments (continued)
(a) Fair values of financfal instruments (continued)

Fair values

The fair values for each class of fi nancnal assets and financial liabilities together withtheir carrylng amounts
shown in the statement of financial position are as follows:

Carrying _ Carrying .
amount  Fair value * amount Fair value
2019 2019 2018 2018
£000 £000 £000 £000
Trade and other receivables o . . - - -
Trade and other recelvables from group - ’ 11 11 1. 1"
.companies . .
Cash-and cash equivalents 24 24 : 26 : 26
Trade and other payables : S - - 47 (47)
Trade and othér payables to group companies (2,689) (2,689) (2,600) (2,600)
o - (2,654) (2,654) (2,610) (2,610)

Unrecognised gains/losses ‘ - : L

(b) Credit risk

Financial risk management

Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the company’s receivables from
customers. A » ’

The company's principal financial.assets are bank balances, trade and other receivables which represent
the company's maximum exposure to credit risk in relation to financial assets. The company bears the bad
debt risk on all trade receivables.. The company’s directors make assessments on new customers before
work is carried out, based on their knowledge of the mdustry and the customer’s acceptance of |mposed
credit terms.

The amounts presented in the statement of fi nancual position are net of allowances for doubtful receivables.
These have been estimated by the company’s directors using the Bertelsmann group expected credit loss
model, based on historical credit loss information and assessment of the current and future economnc
envnronment

Exposure to credit risk :

The carrying amount of financial assets represents the maximum credit exposure. Therefore, the maxmum
exposure to credit risk at the statement of financial position date was £Nil (2018: £Nil) being the total of the:
carrying amount of trade and other receivables, shown in the table above.

(c) Liquidity risk
Financial risk management

Liquidity risk is the risk that the company WI|| not be able to meet its financial obligations as they fali due.
. Liquidity i$ managed by group as required on a loan basis. .

Capital management
Capital is managed by.the ultimate parent company

21-



Arvato Government Servrces Limited .

Annua| report and flnanmal statements
. 31 December 2019

Notes (continued) - .
"14. Financial instruments (continued)

(d) Market risk

Financial risk management .
Market risk is the risk that changes in market prices, such as forelgn exchange rates and interest rates will
affect the company'’s income or the value of its holdmgs of financial instruments.

Market risk - Foreign currency risk _
The company does not undertake any foreign currency transactions.

Market risk — Interest rate risk .

. The company's exposure to interest rate risk arises from the fluctuations in the rate of interest charged on
cash and cash equivalent balances payable as impacted on by the changes in the Bank of England base’
rate. The company utilises a loan-facility from its subsidiary company, on which interest is charged at
specific rates, based on the Bank of England base rate.

Sensitivity analysis — Interest rate risk :

A change of one percent in interest rates at the statement of financiai posmon date would have |mpacted
the company’s result by the amounts shown below. This calculation assumes that the change occurred at
_ the statement of financial position date and had been applied to risk exposures existing at that date.

This analysis assumes that all other variables,-in particular foreign currency rates, remain constant and
considers the effect of financial instruments with vanable interest rates. The analysis is performed on the
same basis as for 31 December 2018.

At the year end it is estimated that.an increase of one percentage rise in the Bank of England base rate
would increase-the company’s loss before taxatlon by approx1mate|y £26,000 (2018: £26,000)..
15. Related parties .

. Identity of related parties
The company has a related party relationship with fellow subsidiaries of the group headed by Bertelsmann
SE & Co. KGaA and with its directors and executive off icers..
Related party transactions

During the year the company entered into the followmg transactions with fellow subsidiary companles of
the group. The transactions were pnced onan arm's length basis.

Sale/” - - Sale/ Deliver / Balance .

_ (purchase) (purchase) (receive) receivable
~ofgoods . of assets  services - /(payable)
. o i £000 ~ £000 - £000 - £000
Arvato Public Sector Services Limited C L - N (55) (2,689)
Bertelsmann UK Limited — Tax Pooling ' : - - 11 N
At 31 December 2019 . . R - (44) (2,678)

The total amounts recelvable and payable to related partres are disclosed in the statement of financial
posmon as follows:

. 2019 2018
) _ ) £000° - £000
‘Trade and other receivables from group companies . e 11° 11
" Trade an‘d other payables to group companies : ' - (2,639,) '(2,600)
) ' - (2,678) (2,589)

Trade recelvables from and trade payables to group companies arose in the ordinary course of business
and are on substantially the same terms as for comparable transactions with third party counterparties. -
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Notes (cont/nued)
16. Notes to the statement of cash flows

Cash flowe from operating activities

2019 . . 2018

. . . £000 © £000
. Loss before taxation A o _ (85) (54)

Adjustments for: ' ' o ' o

Depreciation of property, plant and equipment . . - -
Amortisation of intangible assets - : ' . . - -
Financial expenses L 55 : 51
Operating profit/(loss) before movements in workmg capital - . 3)

- Decrease in receivables ) . - -
. Increase/(decrease) in payables - )]
Cash generated from/(used in) operatlons - -2 (10)
Tax received o 10 . 8
Net cash generated from/(u§ed in) operating.activities : 12 . ' o 2)

17. Accountlng estlmates and judgements

The preparation of these financial statements requires the directors to make Judgements estimates and
assumptions that effect the application of accounting policies and the reported amounts of assets, liabilities,
_income and expenses. Actual results may differ from these estimates.

The directors consider that the nature of the judgements and estimates used within the calculation of asset
impairment are the only key estimates or judgements identified that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year.
Impairment calculations are prepared each financial year comparing forecast discounted cash flows to
carrying values and any prewous impairments.

Recoverability of receivables

The company reviews overdue trade receivables on a regular basis and makes provrsrons agalnst those
balances considered most at risk.

18. Ultimate parent company and controlling party '

The immediate parent company is Arvato Limited, a company incorporated in the Umted Kingdom.

The ultimate parent company and ultimate controlling party is Bertelsmann SE & Co. KGaA, a company
incorporated and registered in Germany. The consolidated financial statements of this group are available
to the public and may be obtained from Bertelsmann SE & Co. KGaA, Carl Bertelsmann Strasse 270
Postfach 111, D-33311, Gutersloh, Germany.

No other group fi fnancnal statements include the results of the company

' 19. Post balance sheet events

The Coronavirus pandemic has presented a major chaltenge to all UK businesses in 2020, however the
company has no operational activity and therefore this has had no impact on the company. Consequently
the company has concluded that no adjustments are required to these financial statements in respect of
this event.

23



