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McGraw-Hill Global Education UK Holdco Limited

Strategic Report

The directors present the Strategic Report for the 15 months period ended 31 March 2020.

Principal activities

The Company acts as an intermediate holding Company. For details on individual subsidiary undertakings
see note 9.

Business review

The company has changed the fiscal year from 31 December 2019 to 31 March 2020, following the parent
company’s change in the fiscal year. The financial statements for the15 months period ended 31 March 2020
discloses 31 December 2018 as comparative figures.

The loss for the 15 months period is £74,641,275 (2018 loss of: £49,214,854). A dividend of £32,480 has
been paid during the 15 months period (2018: £500,950).

The loss in the 15 months period is mainly driven by the assessment that the Directors have performed on
the investments carrying value, and the impairment charge of £67,694,618 that has been recognised in the
current year (see Note 9 investments).

The main underlying drivers of the new baselines for expected future cash flows were as follows:

e Changes in the subsidiaries structures

e New commercial policies

Digital transformation

Focus on traditional channels and content

Proposed Merger

On 3 May, 2020, McGraw Hill Education Inc. and Cengage Learning Holdings II, Inc. (“ Cengage™)
terminated the Agreement and Plan for Merger dated 1 May, 2019, by and among Cengage Learning
HoldCo, Inc. , Cengage Learning, Inc., McGraw Hill Education Inc and McGraw Hill Global Education
Holdings, LLC.

Principal risks and uncertainties

The principal risks and uncertainties facing the Company is the value of the investments in its subsidiaries.
The Company considers the investment value regularly and are confident there are no indicators of
impairment in addition to the provision charged during the 15 months period.

There has not been any significant impact from Brexit implementation.
Future developments

The Company will continue to operate as an intermediate holding company.

Approved on behalf of the board

DocuSigned by:
' Luse. =
- DFFF51D2C43D47A...

Christopher Knight
Director
Date:31 March 2021
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McGraw-Hill Global Education UK Holdco Limited

Directors’ report
The directors present the Director’s Report for the 15 months period ended 31 March 2020.

Results and dividends

The loss for the 15 months period is £74,641,275 (2018 loss of: £49,214,854). A dividend of £32,480 has
been paid during the 15 months period (2018: £500,950).

Going concern

No material uncertainties that cast doubt about the ability of the Company to continue as a going concern
have been identified by the directors. The directors have an expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future, being a period of at least 12 months
from the approval of the accounts. The Company’s business activities together with the factors likely to
affect its future development and performance have been included in the strategic report. The Company has
the ability to call up dividends from the affiliates to obtain additional financial resources to continue in
operational existence for the foreseeable future.

Also, McGraw-Hill Education, Inc., being the ultimate holding company of McGraw-Hill Global Education
UK Holdco Limited (“the Company”), holding 100% interest in the Company, undertake to provide
continuing financial support to the Company to enable it to meet its financial obligations so that the
Company will continue as a going concern. We continue to adopt the going concern basis of accounting in
preparing the annual financial statements.

On March 11, 2020, the World Health Organization elevated the public health emergency situation caused
by the outbreak of the coronavirus (COVID-19) to an international pandemic. The rapid evolution of events,
nationally and internationally, represents an unprecedented health crisis, which will impact the
macroeconomic environment and the evolution of business.

The Directors have a reasonable expectation that the company will have adequate resources to continue in
operational existence for a period of at least 12 months from the date of approval of these financial
statements. For this reason, they continue to adopt the going concern basis in preparing the accounts.

Directors
The directors who served during the 15 months period and thereafter are as listed on page 1.

Principal risks and uncertainties and future developments

In accordance with Section 414C (11) of the Companies Act 2006, the principal risks and uncertainties
and future developments of the Company are included in the Strategic Report on page 2.

Financial instruments

Financial assets and liabilities, such as trade debtors and trade creditors, arise directly from the Company’s
operating activities.

Financial instruments give rise to foreign currency, interest rate, credit, price and liquidity risk information
and the Directors use methods and process to measure each risk.

Post Balance Sheet Event

Subsequent to year end the Company has received a partial repayment of AUD 1,446,360.15 in cash before
31 of March 2021 of the Loan Notes held with McGraw-Hill Global Education Australia Holdco Pty Ltd.
Remaining balance (AUD 22,500,000) has been settled with the issuance of a new promissory note (“the
New Note”). The New Note will have a repayment date of 31 March 2026 with a fixed interest of 7%.

In addition to the above, the Company has also made a partial repayment of GBP 130,251.14 in cash before
31 of March 2021 of the Loan deed held with McGraw Hill Global Education Singapore Holdings Pte Ltd.
Remaining balance has been settled with a combination of the issuance of 60 Million new GBP 1 ordinary
shares (the “New Shares”), and by issuing a new loan note for GBP 58,501,529.00 with a five-year
repayment term and a 6.3% interest rate.
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McGraw-Hill Global Education UK Holdco Limited

Directors’ report (continued)

Directors’ qualifying third party indemnity provisions

The Company has granted an indemnity to one or more of its directors against liability in respect of
proceedings brought by third parties, subject to the conditions set out in the Companies Act 2006. Such
qualifying third party indemnity provision remains in force as at the date of approving the directors’ report.

McGraw-Hill Education, Inc. has purchased a directors and officers liability insurance policy for the benefit
of the Company and its directors and such report was in force during the year and is in force as at the date
of approving the directors’ report.

Directors' statement as to disclosure of information to auditors

The directors who were members of the board at the time of approving the directors' report are listed on
page 1. Having made enquiries of fellow directors and of the Company's auditors, each of these directors
confirms that:

e to the best of each director's knowledge and belief, there is no information relevant to the
preparation of their report of which the Company’s auditors are unaware; and

e each director has taken all the steps a director might reasonably be expected to have taken to be
aware of relevant audit information and to establish that the Company's auditors are aware of that
information.

Directors’ responsibilities statement

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

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under
Company law the directors must not approve the financial statements unless they are satisfied that they give
a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period. In preparing these financial statements, the directors are required to:

e  select suitable accounting policies and then apply them consistently;
e make judgments and accounting estimates that are reasonable and prudent;

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

The directors are responsible for keeping adequate records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

A resolution to reappoint Ernst & Young LLP as auditors will be put to the members at the Annual General
Meeting.

On behalf of the Board

DocuSigned by:

TBropHBICKeRght
Director
Date:31 March 2021




DocuSign Envelope ID: ED57BC27-25A0-4829-84A5-72DA7AFF5501

Independent auditor’s report
to the members of McGraw-Hill Global Education UK Holdco Limited

Opinion

We have audited the financial statements of McGraw-Hill Global Education UK Holdco Limited for the 15
months period ended 31 March 2020 which comprise the Statement of comprehensive income, the
Statement of Financial Position and the Statement of Changes in Equity and the related notes 1 to 18,
including a summary of significant accounting policies The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Accounting Standards including FRS 101
“Reduced Disclosure Framework (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e  give a true and fair view of the company’s affairs as at 31 March 2020 and of its loss for the 15 months
period then ended;

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

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report below. We are independent of
the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us
to report to you where:

e the directors’ use of the going concern basis of accounting in the preparation of the financial

statements is not appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

Other information

The other information comprises the information included in the annual report set out on pages 2-4, other
than the financial statements and our auditor’s report thereon. The directors are responsible for the other
information.

Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.
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Independent auditor’s report
to the members of McGraw-Hill Global Education UK Holdco Limited (continued)

Other information (continued)

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of
the other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

e the strategic report and directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course
of the audit, we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006

requires us to report to you if, in our opinion:

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

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

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 our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.
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Independent auditor’s report
to the members of McGraw-Hill Global Education UK Holdco Limited (continued)

Auditor’s responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the

Financial Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor’s report.

Use of our report

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

Erast £ Vam-;a P

Evangelos Gkirtsos (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
Reading, UK

Date: 31 March 2021
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McGraw-Hill Global Education UK Holdco Limited

Income Statement

for the 15 months period ended 31 March 2020 and 12 months ended 31 December 2018

Notes
Administrative expenses
Impairment loss 9
Operating loss 3
Dividend income from equity instruments 6
Interest payable and other charges 7
Profit/ (Loss) on ordinary activities before taxation
Tax on loss on ordinary activities 8

Loss for the year

All activities are continuing operations.

Statement of Comprehensive Income
for the 15 months period ended 31 March 2020

31 March 31 December
2020 2018

£ £

(6,705,064) (18,155)
(67,694,618) (57,398,312)

(74,399,682) (57,416,467)

7,907,557 15,590,715
(8,033,479)  (7,308,491)

(74,525,604) (49,134,243)
(115,671) (80,611)

(74,641,275) (49,214,854)

There are no recognised gains or losses attributable to the shareholders of the Company for the 15 months
period ended 31 March 2020 (2018: none) other than those disclosed in the income statement above.
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McGraw-Hill Global Education UK Holdco Limited

Statement of Financial Position

at 31 March 2020

Non-current assets

Investments

Current assets
Debtors

Creditors: amounts falling due within one
year

Net current assets
Total assets less current liabilities

Creditors: amounts falling due after more
than one year

Net assets

Capital and reserves
Called up share capital
Other reserves

Profit and loss reserve

Total equity

The financial statements of McGraw-Hill Global Education UK Holdco Limited, registered number

Notes

11

12

13

14

31 March 2020

31 December2018

£ £
115,509,152 183,203,770
13,222,410 18,563,457
(2,528,323) (890.233)
10,694,087 17,673,224
126,203,239 200,876,994
(118,631,780) (118,631,780)
7,571,459 82,245,214
43,137,135 43,137,135
9 9
(35,565,685) 39,108,070
7,571,459 82,245,214

08414279, were approved by the Board and authorised for issue on 31 March 2021.

They were signed on its behalf by:

DocuSigned by:
l Luse. =
- DFFF51D2C43D47A...

Christopher Knight
Director
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McGraw-Hill Global Education UK Holdco Limited

Statement of Changes in Equity

for the 15 months period ended 31 March 2020

1 January 2018

Loss for the year

Dividends paid

Share Capital increase (note 14)

At 31 December 2018

1 January 2019
(Loss) for the year
Dividends paid

At 31 March 2020

Total

Profit and loss shareholder’s

Share capital Other reserves reserve funds
£ £ £ £
1,000,000 9 88,823,874 89,823,883
- - (49,214,854) (49,214,854)

- - (500,950) (500,950)
42,137,135 - 42,137,135
43,137,135 9 39,108,070 82,245,214
43,137,135 9 39,108,070 82,245,214
- - (74,641,275) (74,641,275)

- - (32,480) (32,480)
43,137,135 9 (35,565,685) 7,571,459

10
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McGraw-Hill Global Education UK Holdco Limited

Notes to the financial statements
at 31 March 2020

1. Authorisation of financial statements and statement of compliance with FRS 101

The financial statements of McGraw-Hill Global Education UK Holdco Limited (the “Company”) for the
15 months period ended 31 March 2020 were authorised for issue by the board of directors on 31 March
2021. and the Statement of Financial Position was signed on the board’s behalf by Christopher Knight.
McGraw-Hill Global Education UK Holdco Limited a private company limited by shares, is incorporated
and domiciled in England and Wales.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework (FRS 101) and in accordance with applicable accounting standards.

The Company’s financial statements are presented in Sterling, unless otherwise stated.

The company has changed the fiscal year from 31 December 2019 to 31 March 2020, following the parent
company’s change in the fiscal year. The financial statements for the 15 months period ended 31 March
2020 discloses 31 December 2018 as comparative figures.

The principal accounting policies adopted by the Company are set out in note 2.

2. Accounting policies

Basis of preparation

McGraw Hill LLC, being the intermediate holding company of McGraw-Hill Global Education UK Holdco
Limited (“the Company™), holding 100% interest in the Company, undertake to provide continuing financial
support to the Company to enable it to meet its financial obligations so that the Company will continue as a
going concern.

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs”), but
makes amendments where necessary in order to comply with Companies Act 2006 and has set out below
where advantage of the FRS 101 disclosure exemptions has been taken.

The Company has taken advantage of the exemption from preparing consolidated financial statements
permitted under section 401 of the Companies Act 2006 because it is a wholly-owned subsidiary of
McGraw-Hill Education Inc. (a company incorporated in the US), which prepares consolidated financial
statements which are publicly available, see Note 17.

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect
of the following disclosures:

(a) the requirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements’ to present comparative
information in respect of:

(i) paragraph 79(a)(iv) of 1AS 1;
(b) the requirements of the following paragraphs of IAS 1 Presentation of Financial Statements:
10(d) and 111 — a statement of cash flows for the period,;

16 — a statement of compliance with IFRS, which is not applicable since we are adopting FRS 101
rather than following IFRS in full;

(c) the requirements of IAS 7 Statement of Cash Flows;
(d) the requirements of paragraph 17 of IAS 24 Related Party Disclosures;

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

11
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McGraw-Hill Global Education UK Holdco Limited

Notes to the financial statements (continued)
at 31 March 2020

Accounting policies (continued)
Investments

Investments in subsidiary undertakings, associates and joint ventures are stated at cost less provision for
impairment.

At the end of each reporting period, the Company assesses whether there is any indication that the
investments may be impaired. If there is any indication, the carrying amount will be compared to its
recoverable amount and if it is higher, an impairment will be recognised.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Such assets are initially recognised at fair value and subsequently measured at
amortised cost using the effective interest (EIR) method, less impairment. Amortised cost is calculated by
taking into account any discount or premium on acquisition and fees or costs that are an integral part of the
EIR. The EIR amortisation is included in finance revenue in the income statement. Losses arising from
impairment are recognised in the income statement in other operating expenses.

Financial Instruments
a) Financial assets
Financial assets are measured at amortised cost.

To measure the expected credit losses, in line with IFRS 9, financial assets have been grouped based on
shared characteristics and the days past due. IFRS 9 requires the Company to recognise an allowance for
expected credit losses (ECLSs) for all debt instruments not held at fair value through profit or loss and contract
assets. The company has concluded that the ECLs for trade receivables and intercompany receivablesare a
reasonable approximation of the loss rates for each aging bucket based on historical debt trends of its
portfolio of customers for the last two reporting periods. The assessment in the current year has not resulted
in a material change in the provision recognised from the prior period.

Trade debtors

Trade and other receivables are held to collect contractual cash flows, classified under the ‘hold to collect’
business model and measured at amortised cost. Contractual cash flows represent ‘solely payments of
principle and interest’ (trade and other receivables are not interest bearing).

b) Financial liabilities
Financial liabilities are measured at amortised cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other premiums or discounts) through the expected
life of the financial liability, or (where appropriate) a shorter period, to the amortised cost of a financial
liability.

Income taxes

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
taxation authorities, based on tax rates and laws that are enacted or substantively enacted by the Statement
of Financial Position date.

12
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McGraw-Hill Global Education UK Holdco Limited

Notes to the financial statements (continued)
at 31 March 2020

2. Accounting policies (continued)

Income taxes (continued)

Deferred income tax is recognised on all temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements, with the following exceptions:

» When the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss.

Deferred income tax assets are recognised only to the extent that it is probable that taxable profit will be
available, against which, the deductible temporary differences, carried forward tax credits or tax losses can
be utilised.

Deferred income tax assets and liabilities are measured on an undiscounted basis at the tax rates that are
expected to apply when the related asset is realised or liability is settled, based on tax rates and laws enacted
or substantively enacted at the Statement of Financial Position date.

The carrying amount of deferred income tax assets is reviewed at each Statement of Financial Position date.
Deferred income tax assets and liabilities are offset, only if a legally enforcement right exists to set off
current tax assets against current tax liabilities, the deferred income taxes relate to the same taxation
authority and that authority permits the company to make a single net payment.

Income tax is charged or credited to other comprehensive income if it relates to items that are charged or
credited to other comprehensive income. Similarly, income tax is charged or credited directly to equity if it
relates to items that are credited or charged directly to equity. Otherwise income tax is recognised in the
income statement.

Foreign currencies

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the rates of
exchange ruling at the end of the financial year. Transactions in foreign currencies are recorded at the rates
of exchange ruling at the date of the transaction. All foreign exchange differences are taken to the Income
Statement in the year in which they arise.

Critical Accounting Estimates

The preparation of financial statements in conformity with FRS101 requires management to make estimates
and assumptions that affect the amounts reported for assets, liabilities, revenues and expenses Critical
accounting estimates represent estimates made by management that are, by their very nature, uncertain. Such
estimates are based on historical experience and on various other assumptions that we believe are reasonable
under the circumstances, and these estimates form the basis for making judgments about the carrying value
of assets and liabilities and the reported amount of revenues and expenses that are not readily apparent from
other sources. Actual results may differ from these estimates under different assumptions or conditions. On
an ongoing basis, management evaluate estimates and assumptions, including those related to indefinite-
lived assets (Note 9), income taxes and contingencies.

New and amended standards and interpretations

Several amendments and interpretations apply for the first time as of 31 March 2020, but do not have an
impact on the financial statements of the company. The company has not early adopted any standards,
interpretations or amendments that have been issued but are not yet effective.

13
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McGraw-Hill Global Education UK Holdco Limited
|

Notes to the financial statements (continued)

at 31 March 2020

3. Operating loss

This is stated after charging:
31 March 31 December

2020 2018

£ £
Administration expenses 6,705,064 18,155
Impairment loss (note 9) 67,694,618 57,398,312

4. Auditor’'s remuneration

There is no auditor’s remuneration in the Company financial statements as it is all borne by McGraw-Hill
Education (UK) Limited, a fellow subsidiary undertaking of McGraw-Hill Education, Inc. The amount
borne by McGraw-Hill Education (UK) Limited on behalf of the Company was £5,400 (2018: £5,400).

5. Directors’ remuneration

The directors’ remuneration was borne by McGraw-Hill Education (UK) Limited, McGraw-Hill
Interamericana De Espana SL and McGraw Hill LLC, which make no recharge to the Company as the
directors’ services to the Company do not occupy a significant amount of their time, their services may be
classed as ‘incidental services' to the Company, for which the directors do not consider that they have
received any remuneration.

6. Income from shares in group undertakings

On 13 December 2019, the Company has received a dividend from McGraw-Hill Global Education (UK)
Holdco Il Limited of £ 7,907,557 (2018: £15,590,715).

7. Interest payable and similar charges
31 March 31 December

2020 2018
£ £
Payable to group undertakings 8,033,479 7,308,491

Interest payable derives from the loan interest the Company holds with the group undertakings. Interest is
payable on the loan note at 6.3% per annum.

8. Tax
(@  Taxon loss on ordinary activities
The tax charge is made up as follows:
31 March 31 December

2020 2018
£ £

Current tax:
Withholding tax 115,671 80,611
Tax charge on loss on ordinary activities 115,671 80,611

14
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McGraw-Hill Global Education UK Holdco Limited

Notes to the financial statements (continued)

at 31 March 2020

8. Tax (continued)

(b) Factors affecting the tax charge for the year:

Loss on ordinary activities before taxation

Loss on ordinary activities before taxation multiplied by the standard rate of
UK corporation tax of 19% (2018: 19 %)

Effects of:

Non-deductable expenses
Non-taxable income
Non-deductible interest expense
Non-deductible impairment expense
Withholding tax

Group relief

Tax losses carried forward

Total tax charge for the year

9. Investments

Cost

At 1 January

Additions

At 31 March 2020
Impairment

Provision brought forward
Charge in the year

Net book value
At 31 March 2020

31 March 31 December

2020
£

(74,525,604)

2018
£

(49,134,243)

(14,159,865) (9,335,506)
- 14,060
(1,502,436) (2,962,236)
1,752,559 685,391
12,943,298 10,905,679
115,671 80,611
- 83,245
966,444 609,367
14,275,536 9,416,117
115,671 80,611
31 March 31 December
2020 2018
£ £
277,428,157 253,625,089
- 23,803,068
277,428,157 277,428,157
(94,224,387)  (36,826,075)
(67,694,618) (57,398,312)
(161,919,005) (94,224,387)
115,509,152 183,203,770
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McGraw-Hill Global Education UK Holdco Limited

Notes to the financial statements (continued)
at 31 March 2020

9. Investments (continued)
The Company subsidiary at 31 March 2020 is as follows:

Class and
Country of percentage of
incorporation Principal activity shares held

Subsidiary undertakings
McGraw-Hill Global Education UK Holdco Il Limited United Kingdom Holding company Ordinary 100%
McGraw-Hill Global Education Australia Holdco Pty Lt Australia Holding company Ordinary 100%

On 15 May 2018 McGraw-Hill Global Education Singapore Holdings Pte. Ltd transferred its Investments
in McGraw-Hill Global Education Australia Holdco Pty Ltd to the Company amounting to £23,803,068, as
well as a loan deed they held with McGraw-Hill Global Education Australia Holdco Pty Ltd amounting to
£18,334,067 In return, the Company issued 42,137,135 ordinary shares of £1 each in the share capital of the
Company (note 14).

For the purpose of the impairment test of these investments, the Company has used cash flows projections
based on financial budgets approved by management covering a 5 year period, cash flows beyond the 5 year
period are extrapolated using estimated growth rates. These growth rates consider past experience, inflation
and are consistent with forecasts included in industry reports specific to the industry in which the CGU
operates.

The key assumptions used in determining the value-in-use of the goodwill CGU are as follows:

Budgeted gross margins — Gross margins are based on past performance and management expectation of
the market development.

Growth rates — The forecasted growth rates are based on past performance, management’s expectations of
market development, industry trends and prevailing inflation forecasts in the economy.

Discount rates represent the current market assessment of the risks specific to the CGU, regarding the time
value of money and individual risks of the underlying assets which have not been incorporated in the cash
flow estimates. The discount rate calculation is based on the specific circumstances of the Company and
derived from its weighted average cost of capital (WACC). The WACC takes into account both debt and
equity. The cost of equity is derived from the expected return on investment by the Company’s investor.
The cost of debt is based on the interest-bearing borrowings the Company is obliged to service. Segment—
specific risk is incorporated by applying individual beta factors. The beta factors are evaluated annually
based on publicly available market data. The Company used discount rates between 13-19%.

The Directors have assessed, in the current year, that the carrying value of the investment that the Company
holds in McGraw-Hill Global Education UK Holdco Il Limited is more than the recoverable amount, and,
as a result of this, an impairment charge of £67,694,618 has been recognised in the current year.

10. Deferred Taxation

The Company has an unrecognised deferred tax asset of £2,931,671 (2018: £1,699,713) which relates to
losses carried forward. The deferred tax asset on the tax losses has not been recognised due to uncertainty
over future utilisation.
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McGraw-Hill Global Education UK Holdco Limited

11.

12.

13.

Notes to the financial statements (continued)

at 31 March 2020

Debtors
31 March 31 December
2020 2018
£ £
Amounts owed by group undertakings 1,883,356 229,390
Loan deed 11,767,054 18,334,067
Loan deed (credit loss) (428,000) -

13,222,410 18,563,457

The amounts owed by group undertakings relate to the Australian loan deed interest and the cash pool
structure, which are market interest bearing.

On 15 May 2018 McGraw-Hill Global Education Singapore Holdings Pte. Ltd transferred the loan deed
they held with McGraw-Hill Global Education Australia Holdco Pty Ltd to the Company.

The loan deed is payable on 31 Mach 2021 in full. Interest is payable on the loan note at 8.9% per annum.
The loan note is unsecured. The loan was settled in full before 31 March 2021. See note 18.

A credit loss of £428,000 has been recognized on the Australian loan due to the expected credit loss
estimated under IFRS 9.

Creditors: amounts falling due within one year

31 March 31 December

2020 2018
£ £
Amounts due to group undertakings 2,528,323 890,233

The amounts due to group undertakings relate to the Singapore loan note interest and the cash pool structure,
which are market interest bearing.

Creditors: amounts falling due after one year

31 March 31 December

2020 2018
£ £
Loan note 118,631,780 118,631,780

118,631,780 118,631,780

On 31 January 2017 the loan deed was transferred from McGraw Hill Global Education Holdings, LLC to
McGraw Hill Global Education Singapore Holdings Pte Ltd.

The loan note is payable on 31 March 2021 in full. Interest is payable on the loan note at 6.3% per annum.
The loan note is unsecured. The loan was settled in full before 31 March 2021. See note 19.
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McGraw-Hill Global Education UK Holdco Limited

14.

15.

16.

17.

18.

Notes to the financial statements (continued)

at 31 March 2020

Issued share capital
31 March 31 December
2020 2018
Allotted, called up and fully paid £ £
Ordinary shares of £1 each (2018: 43,137,135; 2017: 1,000,000 shares) 43,137,135 43,137,135

On 15 May 2018 McGraw- Hill Global Education Singapore Holdings Pte. Ltd transferred the loan deed
they held with McGraw-Hill Global Education Australia Holdco Pty Ltd amounting to £18,334,067 and its
Investments in McGraw-Hill Global Education Australia Holdco Pty Ltd to the Company. In return, the
Company issued 42,137,135 ordinary shares of £1 each in the share capital of the Company.

Related party transactions

The Company has taken advantage of the exemption under paragraph 8(k) of FRS 101 not to disclose
transactions with fellow wholly owned group undertakings as it is a wholly owned subsidiary and is
consolidated into the group financial statements of its ultimate parent undertaking.

Contingent liability
The Company has given a Composite cross guarantee to HSBC UK dated 24 July 2017.

This guarantee is intended to allow the cash pool structure to function and freely generate loans and
investments among the pool entities.

Ultimate parent undertaking and controlling party

The immediate parent undertaking of the Company was McGraw-Hill Global Education Singapore Holdings
Pte. Ltd.

The Company considers its ultimate parent undertaking and controlling party to be McGraw-Hill Education,
Inc., a Company incorporated in the United States of America, and is controlled by funds managed by Apollo
Global Management LLC. The parent undertaking of the smallest and largest group of undertakings for
which group financial statements were drawn up and of which the Company was a member was McGraw-
Hill Education, Inc. Copies of the group financial statements of McGraw-Hill Education Inc. can be obtained
from:

McGraw-Hill Education Inc.,
New York

1325 Avenue of the Americas,
New York NY 10019, USA

Post Balance Sheet Event

Subsequent to year end the Company has received a partial repayment of AUD 1,446,360.15 in cash before
31 of March 2021 of the Loan Notes held with McGraw-Hill Global Education Australia Holdco Pty Ltd.
Remaining balance (AUD 22,500,000) has been settled with the issuance of a new promissory note (“the
New Note”). The New Note will have a repayment date of 31 March 2026 with a fixed interest of 7%.

In addition to the above, the Company has also made a partial repayment of GBP 130,251.14 in cash before
31 of March 2021 of the Loan deed held with McGraw Hill Global Education Singapore Holdings Pte Ltd.
Remaining balance has been settled with a combination of the issuance of GBP 60 Million of new GBP 1
ordinary shares (the “New Shares”), and by issuing a new loan note for GBP 58,501,529.00 with a five-year
repayment term and a 6.3% interest rate.
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