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Scholastic Book Clubs Limited : Registered no. 1417383

STRATEGIC REPORT
The Directors submit their strategic report for the year ended 31 May 2019.

PRINCIPAL ACTIVITIES AND FUTURE PROSPECTS

Scholastic Book Clubs Limited is the UK'’s single largest school-based book club company. The Company is part of
the Scholastic UK group, which as well as the clubs operation is also a school-based book fair operator and leading
publisher of children’s and education books and resources.

There have not been any significant changes in the Company’s principal activities in the year under review. The
Directors are not aware, at the date of this report, of any likely major changes in the Group’s activities in the next
year.

On 18 July 2018, the Company purchased by way of a business combination the trade and specified assets of
Baker Books International Limited, a company which distributes books to International Schools around the world.
This business complements and enhances the International School Book Club business that Scholastic Book Clubs
Limited already operates, and the business has been immediately subsumed within the Company’s operations.

After the balance sheet date, the Company and Scholastic Limited announced its plans for a new single site facility
which will create a platform for the business to grow its business and streamline its operations. As part of these
plans the Company will sell the freehold land and buildings it currently operates from in Witney, Oxfordshire
alongside the disposal of the freehold land and buildings held by its sister company Scholastic Limited in Southam,
Warwickshire. The operations of these two sites will be consolidated in a new facility in Warwick, Warwickshire
which will be constructed and owned by Scholastic Limited. This is anticipated to give immediate synergies for both
companies as well as future opportunities for growth. The new facility will be centrally located in the UK, close to
major.road networks, providing excellent connections for the Group to deliver its products to its customers. It is
estimated to be operational from Autumn 2020.

In September 2019, Scholastic Limited signed a mortgage agreement with HSBC, secured against specific assets of
the Group including the Company, in order to fund the construction activities.

This represents a significant investment by Scholastic UK Group which will provide a substantial beneficial financial
effect to the Company and Group for many years.

PERFORMANCE OF THE BUSINESS DURING THE YEAR .

The Company experienced an overall sales increase of 4.4% in the year as a result of the addition of Baker Books
business from July. Gross margins improved from 66.1% to 67.2% as we benefitted from better inventory utilisation
resulting in a lower obsolescence provision charge than the prior year. A small reduction in overheads resulted in
an improved operating loss position of £258,029 (2018: £662,674).

Year to 31 May 2019 2018
£'000 £'000
Turnover 4,617 4,421
Gross Profit 3,103 2,922
Gross Margin 67.2% 66.1%
Operating Loss (258) {663)

The loss for the year after taxation was £272,622 (2018 loss: £671,521). The Directors do not recommend the
payment of a dividend (2018: £nil).

PRINCIPAL RISKS AND UNCERTAINTIES
The principal risks and uncertainties facing the Company are foreign currency risk, liquidity and interest rate risk.
Other risks include the economic uncertainty and the potential impact of Brexit on our export business.

Foreign currency
The Company'’s principal currency is sterling, although the Company does have some suppliers who invoice in US
dollars and Euros. The Company seeks to naturally hedge currencies using existing supplier relationships.



Scholastic Book Clubs Limited . Registered no. 1417383

STRATEGIC REPORT (CONTINUED)

Credit risk
The Company takes a very cautious approach to credit risk and only allows credit terms to customers that have
strong credit reports and a good credit history. Strong relationships are maintained with significant customers to
avoid risk and the Company takes appropriate steps, such as requests for payment in advance to minimise its
exposure.

Liquidity and interest rate risk

The Company benefits from having a mix of businesses with varying standard credit terms, which provide increased
liquidity. This is partially offset, however, by the seasonal nature of the Company’s revenues. The Company utilises
facilities provided by reputable high street banks within the UK at favourable terms. The Company uses its position
within the UK Group, and the wider Scholastic global operations, to tightly manage cash flows to minimise interest
costs.

Economic Uncertainty and Brexit impact

The Company performs regular reviews of its business activities and financial performance and engages in a
quarterly forecasting exercise to ensure the business is on track to deliver to set targets and growth in each
business area. Any risks identified such as employment and economic factors are reviewed and where possible
steps are taken to mitigate the risks for example collaboration with suppliers or a shift in sales effort. The company
has identified that the potential risks associated with Brexit are mainly related to the general performance of the
UK economy, increase in import and export tariffs and delays with shipments. The company has established a
working group to identify potential risks and put mitigating actions in place where possible.

By order of the Board

I'd
N Dixon

Company Secretary

Date: 14t November 2019



Scholastic Book Clubs Limited : : Registered no. 1417383

DIRECTORS' REPORT

The Directors submit their report and financial statements for the year ended 31 May 2019.

DIRECTORS
The current directors are listed on page 1.

The Directors that served in the year are:

Director’s Name Residence (if outside the UK)
S Thompson

R Robinson (Resident in the USA)

N Dixon

C Moreton

DIRECTORS’ LIABILITIES
As permitted by the Companies Act 2006, the Company has insurance cover for the Directors against liabilities in
relation to the Group.

EMPLOYEE INVOLVEMENT
The Company has always encouraged employees to present their suggestions with a view to improving the
performance of the Company.

FUTURE DEVELOPMENTS
The Company continues to explore opportunities to engage with schools and parents in order to maximise sales
opportunities and build readers.

GOING CONCERN

The financial statements have been prepared under the going concern concept which assumes that the Company
will be able to meet its liabilities as they fall due for the foreseeable future. In drawing this conclusion the Directors
have sought and obtained support from Scholastic UK Limited which itself has obtained support from Scholastic
Inc. In addition Scholastic Inc provides a guarantee for the UK overdraft facility. Based on the support structure in
place and the ability and willingness of Scholastic Inc to continue to support the UK group the Directors have
concluded it is appropriate to prepare the accounts under the going concern concept.

AUDITORS
A resolution to re-appoint Ernst & Young LLP as the Company's auditor will be put to the forthcoming Annual
General Meeting.

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS
The Directors, as far as they are aware, confirm that there is no relevant information of which the Company’s
auditors are unaware.

The Directors confirm that they have taken all the steps that they ought to as directors in order to make themselves
aware of any relevant audit information and to establish that the Company’s auditors are aware of that
information.

By order of the Board
A

‘@:@J

N Dixon
Company Secretary

Date: 14 November 2019



Scholastic Book Clubs Limited  Registered no. 1417383

DIRECTORS' RESPONSIBILITIES STATEMENT

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

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) including Financial Reporting
Standard 102. 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 for that period. In
preparing those financial statements, the Directors are required to:

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

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

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and which 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.



INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF SCHOLASTIC BOOK CLUBS
LIMITED

Opinion

We have audited the financial statements of Scholastic Book Clubs Limited for the year ended 31 May
2019 which comprise the Income Statement, the Balance Sheet, the Statement of changes in equity,
and the related notes 1 to 17, 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 FRS 102 “The Financial Reporting Standard applicable in the UK” (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 May 2019 and of its loss for the year
then ended;

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

. 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 fulffilled
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:

o the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

¢ 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, 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.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SCHOLASTIC BOOK CLUBS
LIMITED (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:

o 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 réquired 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

¢ 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

¢ 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 5, 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.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SCHOLASTIC BOOK CLUBS
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 )

Andrew Merrick (Semtory audltor)

For and on behalf of Ernst & Young LLP, Statutory Auditor
Birmingham

Date: S I” ,lﬁ



Scholastic Book Clubs Limited - : Registered no. 1417383

INCOME STATEMENT
For the year ended 31 May 2019

Note 2019 2018

£ £

TURNOVER ’ 2 4,617,447 4,421,061
Cost of sales (1,514,628) (1,499,183)
GROSS PROFIT 3,102,819 2,921,878
Distribution costs (2,605,940) (2,772,238)
Administrative expenses {754,908) (812,314)
OPERATING LOSS 3 (258,029) (662,674)
LOSS ON ORDINARY ACTIVITIES BEFORE INTEREST AND TAXATION (258,029) (662,674)
Interest payable and similar charges S (14,593) (8,847)
LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION k . (272,622) -(671,521)
Tax on loss on ordinary activities 6 - -
LOSS FOR THE FINANCIAL YEAR (272,622) (671,521)

All transactions arose from continuing operations.

There are no items of other comprehensive income {2018: none) such that total comprehensive income comprises
solely the retained profit for the financial year.

The notes on pages 12 to 19 form part of these financial statements.



Scholastic Book Clubs Limited ' Registered no. 1417383

BALANCE SHEET
At 31 May 2019
Note 2019 2018
£ £
FIXED ASSETS
Intangible assets 7 199,200 -
Tangible assets 8 © 1,661,486 1,736,618
1,860,686 1,736,618
CURRENT ASSETS
Stocks 9 1,621,336 1,668,926
Debtors 10 1,529,124 1,173,534
Cash at bank and in hand 15,927 350
3,166,387 2,842,810
CREDITORS: amounts falling due within one year 11 (26,876,934) (26,156,667)
NET CURRENT LIABILITIES (23,710,547) (23,313,857)
'NET LIABILTIES . (21,849,861)  (21,577,239)
CAPITAL AND RESERVES
Called up share capital 14 539,557 539,557
Capital redemption reserve 8,000 8,000
Profit and loss account (22,397,418) (22,124,796)

(21,849,861)  (21,577,239)

The notes on pages 12 to 19 form part of these financial statements.

y the Board on 14th November 2019

ompson
Director

10



Scholastic Book Clubs Limited : Registered no. 1417383

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 May 2019

Called up Capital Profit and loss

capital reserve account  Total equity

£ £ £ 3

At 1 June 2017 539,557 8,000 (21,453,275)  (20,905,718)
Loss for the year - - (671,521) (671,521)
At 31 May 2018 539,557 8,000 (22,124,796)  (21,577,239)
Loss for the year - - (272,622) (272,622)
At 31 May 2019 539,557 8,000 {22,397,418)  (21,849,861)

11



Scholastic Book Clubs Limited - Registered no. 1417383

NOTES TO THE ACCOUNTS
At 31 May 2019

1

ACCOUNTING POLICIES

Statement of compliance
Scholastic Book Clubs Limited is a limited liability company incorporated in England. The registered office is
Westfield Road, Southam, Warwickshire, CV47 ORA.

The Company’s financial statements have been prepared in compliance with FRS 102 ‘The Financial
Reporting Standard for the UK and Republic of Ireland’ as it applies to the financial statements of the
Company for the year ended 31 May 2019.

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards. The
financial statements are prepared in sterling which is the functional currency of the Company and rounded
to the nearest £.

Fundamental accounting concept — Going concern

The financial statements have been prepared under the going concern concept which assumes that the
Company will be able to meet its liabilities as they fall due for the foreseeable future. In drawing this
conclusion the Directors have sought and obtained support from Scholastic UK Limited which itself has
obtained support from Scholastic Inc. In addition Scholastic Inc provides a guarantee for the UK overdraft
facility. Based on the support structure in place and the ability and willingness of Scholastic Inc to continue
to support the UK group the Directors have concluded it is appropriate to prepare the accounts under the
going concern concept. .

Cash Flow

The Company is exempt from the provisions of FRS102, in respect of preparation of a Cash Flow Statement
as it is included within the group financial statements of Scholastic Corporation, a US incorporated
company. Scholastic Corporation controls more than 90% of the voting rights of the Company.

Goodwill

Positive goodwill arising on acquisition since 1 June 2009 is capitalised, classified as an asset on the balance
sheet and amortised on a straight line basis through the profit and loss account over the Directors’ estimate
of its useful economic life of up to 20 years. It is reviewed for impairment at the end of each financial year.

Tangible fixed assets and depreciation :

Tangible fixed assets are stated at cost less accumulated depreciation. Depreciation is provided at rates
which are calculated to write off the cost of assets by equal annual instalments over their estimated useful
lives as follows:

Freehold Buildings 2% - 7%
Equipment, fixtures and fittings 14% - 33%

Depreciation is not provided on freehold land.

The carrying values of assets are reviewed for impairment when events or changes in circumstances
indicate the carrying value may not be recoverable.

12



Scholastic Book Clubs Limited : - Registered no. 1417383

NOTES TO THE ACCOUNTS (CONTINUED)
At 31 May 2019

1. ACCOUNTING POLICIES {continued)

Stock
Stocks have been valued at the lower of cost, including all attributable overheads, or net realisable value.
Cost is determined on a weighted average basis.

The stock is considered on a title-by-title basis with respect to its editorial suitability for re-offer (assessed
on the nature and the quantity of the book) and anticipated method of disposal. Provisions, based on this,
are made to reduce cost to its estimated net realisable value, where appropriate.

Revenue recognition
Revenue is recognised upon despatch of goods to customers.

Deferred taxation
The charge for taxation is based on the results for the year and takes into account taxation deferred because
of timing differences between the treatment of certain items for taxation and accounting purposes.

Deferred taxation is recognised in respect of all timing differences which are differences between taxable
profits and total comprehensive income that arise from the inclusion of income and expenses in tax
assessments in periods different from those in which they are recognised in the financial statements, except
that:

e Deferred tax assets are recognised only to the extent that the Directors consider that it is more
likely than not that there will be suitable taxable profits from which the future reversal of the
underlying timing differences can be deducted.

e  Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in
the periods in which timing differences reverse, based on tax rates and laws enacted or
substantively enacted at the balance sheet date.

Foreign Currencies

Transactions in foreign currencies have been translated at the rate ruling on the date of the transaction.
Amounts payable or receivable in foreign currencies have been translated at the exchange rates ruling at
the balance sheet date. Gains and losses on foreign exchange are taken to the profit and loss account.

Leasing
Rentals paid under operating leases are charged to the profit and loss account as incurred.

Pension costs
Contributions to defined contribution schemes are recognised in the profit and loss account in the period
in which they became payable.

Judgements and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the balance sheet date and
the amounts reported for revenues and expenses during the year. However, the nature of estimation
means that actual outcomes could differ from those estimates. The key area of judgement impacting
these financial statements is in respect of stock provisions.

Stock provisioning .
Methodology for calculation is based on usage and the model monitored on a regular basis throughout
the year. Management exercise judgement on the figures produced on the calculation in order to
determine an appropriate figure.

13



Scholastic Book Clubs Limited

Registered no. 1417383

NOTES TO THE ACCOUNTS (CONTINUED)
At 31 May 2019

2. TURNOVER

Turnover comprises the value of sales {excluding VAT) of books and related products. An analysis of

turnover by geographical markets is given below:

United Kingdom
Rest of Europe
Asia

Australia

North America
South America
Africa

3. OPERATING'LOSS

This is stated after charging / (crediting):

Depreciation of tangible fixed assets

Auditors' remuneration - Audit services*
- Taxation services*
Operating lease rentals - Plant and Machinery

- Land and Building
Foreign currency Loss/(gain)

2019 2018
£ £

2,330,576 2,543,325

711,469 561,548
895,115 757,834

1,336 1,459
188,092 186,524
183,235 157,354
307,624 213,017

4,617,447 4,421,061

2019 2018
£ £
75,132’ 81,126
6,635 6,368
2,589 2,284
37,998 43,606
43,406 50,161
4,022 (10,509)

* This represents the share on an allocated basis of the UK group fee paid centrally and recharged across

all subsidiaries for this financial year.

14



Scholastic Book Clubs Limited : Registered no. 1417383

NOTES TO THE ACCOUNTS (CONTINUED)

At 31 May 2019

4, STAFF COSTS
2019 2018
£ £
Wages and salaries 499,036 480,257
Social security costs 45,470 41,425
Other pension costs 21,269 17,810
565,775 539,492

The staff costs reported above exclude directors’ emoluments paid by fellow subsidiaries. There are no
prepaid or accrued pension costs as at 31 May 2019 or 31 May 2018. The employees are paid by Scholastic
Limited and recharged on a cost basis.

Directors’ emoluments

2019 2018

£ £

Emoluments (excluding pension contributions) 55,624 57,910

Pension contributions to money purchase pension schemes 2,813 3,040

58,437 60,950

Emoluments (excluding pension conftributions) of highest paid * 24,547 ° 26,062
director

Contributions paid to money purchase pension schemes 1,454 1,537

The above represents the proportion of director’s salary which is charged to the Company. The Directors
are also directors of other companies within the group.

The average monthly number of employees during the year was made up as follows:

2019 2018

No. No.

Administration 10 11
Production and warehouse 13 12
23 23

The Company operates a defined contribution pension scheme. The Company also pays contributions to a
limited number of employees’ personal pension plans.

15



Scholastic Book Clubs Limited Registered no. 1417383

NOTES TO THE ACCOUNTS (CONTINUED)

Total tax (note 6a)

(c) Factors affecting tax charge

At 31 May 2019
S. INTEREST PAYABLE AND SIMILAR CHARGES
2019 2018
£ £
Interest payable on bank overdraft 14,593 11,873
Interest receivable on other loans - {3,026)
14,593 8,847
TAX
(a) Taxon loss on ordinary activities
2019 2018
£ £
UK Corporation Tax - R
Total tax (note 6b) - -
(b) Total tax
2019 2018
£ £
Loss on ordinary activities before taxation (272,622) (671,521)
Loss on ordinary activities multiplied by rate of corporation tax (51,798) (127,589)
in the UK at the rate of 19% (2018: 19%)
Expenses not deductible for tax purposes 8,984 8,978
Decelerated capital allowances — unrecognised 5,870 7,009
Tax losses carried forward - unrecognised 36,944 111,602

The standard rate of Corporation Tax in the UK reduced from 20% to 19% with effect from 1 April 2017.
Accordingly the Company's profits for the current accounting period are taxed at a standard rate of 19%. The
standard rate will fall further to 17% with effect from 1 April 2020. These rates were enacted during the
current period and deferred tax balances have been stated at a rate of 17%.

16



Scholastic Book Clubs Limited : Registered no. 1417383

NOTES TO THE ACCOUNTS (CONTINUED)
At 31 May 2019

7.

INTANGIBLE ASSETS .
Goodwill

£
Cost:
At 1 June 2018 507,557
Addition During the Year 245,037
At 31 May 2019 752,594
Amortisation:
At 1June 2018 (507,557)
Charged During the Year {45,837)
At 31 May 2019 (553,394)
Net Book Value:
Atllune2018 " " ]
At 31 May 2019 199,200

During the year on 18 July 2018 the Company acquired the trade and specified assets of Baker
Books International Limited. The assets acquired, which are intangible in nature, are not capable
of separate recognition under FRS 102 as there is no history or readily available evidence of
exchange transactions for the same or similar assets. As a result £245k of goodwill has been
recognised as the amount equal to the consideration paid. As the main underlying intangible is
considered to relate to the customer list at the date of acquisition, the goodwill is being
amortised over 5 years to align with the period over which the benefit of the underlying
intangible assets is expected to be obtained.

Goodwill not considered to relate to a customer list or other specific intangible asset is amortised
over a period of 20 years.

17



Scholastic Book Clubs Limited

Registered no. 1417383

NOTES TO THE ACCOUNTS (CONTINUED)
At 31 May 2019

8.

10.

11.

TANGIBLE FIXED ASSETS

Cost:
At 1 June 2018
Disposals

At 31 May 2019

Depreciation:
At 1 June 2018

Charge for year
Disposals

At 31 May 2018
Net Book Values:
At 31 May 2018.

At 31 May 2019

STOCKS

Goods held for resale

DEBTORS

Trade debtors
Amounts owed by group undertakings
Prepayments and accrued income

CREDITORS: amounts falling due within one year

Bank overdraft

Trade creditors

Amount due to group undertakings
Accruals and deferred income

Equipment,

Fixtures

Freehold and
Buildings Fittings Total
£ £ £
2,774,045 761,804 3,535,849
2,774,045 761,804 3,535,849
1,047,142 752,088 1,799,230
70,935 4,198 75,133
1,118,077 756,286 1,874,363
1,726,902 . 9,716 1,736,618
1,655,968 5,518 1,661,486
2019 2018
£ £
1,621,336 1,668,926
2019 2018
£ £
194,685 161,483
1,240,450 909,745
93,989 102,306
1,529,124 1,173,534
2019 2018
£ £
26,096,194 ‘ 25,496,973
574,223 440,495
7,124 21,733
199,393 197,466
26,876,934 26,156,667

18



Scholastic Book Clubs Limited - : Registered no: 1417383

NOTES TO THE ACCOUNTS (CONTINUED)

At 31 May 2019
12. DEFERRED TAX :
Provided Unprovided
2019 2018 2019 2018
£ £ £ £
Losses carried forward - - (3,637,111) (3,572,302)
Accelerated capital allowances (44,533) (70,059)

13.

14,

15.

16.

17.

- - (3,681,644) (3,642,361)

The Company has not recognised a deferred tax asset as the Directors do not consider that they are able
to forecast with any certainty that it is more likely than not that there will be suitable taxable profits from
which the future reversal of the underlying timing differences can be deducted. The asset will be
recognised as soon as there are taxable profits which support the recognition. The unprovided deferred
tax asset is calculated using a rate of 17%.

OBLIGATIONS UNDER LEASES

Operating Leases

At 31 May 2019 the Company had no commitments (2018: nil) under non-cancellable other operating
leases. Leases for plant and buildings which are used by Scholastic Book Clubs Limited are in the name of
Scholastic Limited, a sister company. The costs of these leases are recharged to Scholastic Book Clubs
Limited as shown in Note 3.

SHARE CAPITAL

2019 2018
£ £

Allotted, called up and fully paid:
Ordinary shares of £1 each 539,557 539,557

CONTINGENT LIABILITIES

The Company has guaranteed the overdraft of its fellow subsidiary undertaking, Scholastic Limited, which
has given similar guarantees in respect of certain of the Company's overdrafts. At 31 May 2019 the amount
guaranteed totalled £nil (2018: £nil).

RELATED PARTY TRANSACTIONS

The Company has taken advantage of the exemption allowed by FRS 102 paragraph 33 not to disclose
related party transactions with other wholly owned companies within the group.

Within the financial year Scholastic Book Clubs traded with the following related parties purchasing goods,
Usborne Publishing 2019: £4,752 (2018: 23,139), Make Believe Ideas 2019: £9,773 (2018: nil). As at the
year end, there were no amounts due to these related parties (2018: nil)

Usborne Publishing

During the year, Scholastic Book Clubs Limited traded with Usborne Publishing Limited. Scholastic Australia
Pty Limited, a company under common ultimate control holds a 26.25% share in Usborne Publishing
Limited.

Make Believe Ideas

During the year, Scholastic Book Clubs Limited traded with Make Believe Ideas Limited, Scholastic UK
Limited a company under common ultimate control holds a 95% share in Make Believe Ideas Limited.

PARENT UNDERTAKING AND ULTIMATE CONTROLLING PARTY

The Company’s immediate parent undertaking is Scholastic UK Limited by virtue of its holding 100% of the
share capital of the Company.

The smallest and largest group to which the Company is a member and for which group accounts are drawn
is Scholastic Corporation, a company incorporated in the USA.

The Company’s ultimate parent undertaking and controlling party is Scholastic Corporation, which is
incorporated in the USA. Copies of Scholastic Corporation’s financial statements, which include the
Company, are available from its registered office: 557 Broadway, New York, NY10012.
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