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CAMBRIDGE ASSESSMENT GROUP

CORPORATE GOVERNANCE AND INTERNAL CONTROL STATEMENT

The following statement is provided to enable readers of the financial statements to obtain a better understanding
of Cambridge Assessment's governance and legal structure.

Cambridge Assessment, which is the brand name of the University of Cambridge Local Examinations Syndicate
('UCLES"), is a constituent part of the University of Cambridge established under the Statutes and Ordinances of
the University.

During the year the Syndicate (the Syndics) has changed the way in which it exercises oversight. Prior to 5 May
2017, the UCLES Syndicate supported by a number of other committees fulfilled this function. From 5 May 2017,
a new Press and Assessment Board assumed certain duties and responsibilities of the Syndics as part of a wider
remit for joint oversight of both Cambridge University Press and Cambridge Assessment. The Press and
Assessment Board functions under delegated authority with the Syndics monitoring its performance. The
governing body of Cambridge Assessment is the Press and Assessment Board.

As part of these changes, new joint Audit and Remuneration Committees replaced the equivalent UCLES
Committees and a separate Nominations Committee was formed with a remit to manage appointments to the
Press and Assessment Board and to oversee recruitment of the top executives. A Regulatory Compliance
Committee is being formed. These new committees operate across both Cambridge University Press and
Cambridge Assessment as sub-committees of the new Press and Assessment Board.

The Syndics shall be entitled to approve the members of the Press and Assessment Board. Syndics are
appointed by The University of Cambridge.

Since January 2014, the Syndics are entitled to an annual honorarium of £6,000, payable in a single instalment in
December each year. Syndics who are employees of the University or a College of the University will receive the
Honorarium in the form of an allowance toward their research expenses and held by their department, faculty or
college on that basis. All Syndics have the option of waiving the honorarium.

Organisation and governance

The details immediately following refer to the arrangements which were in place until 5 May 2017; the
subsequent section Press and Assessment Board and its sub-committees gives additional details for the
arrangements from 5 May 2017 and up until the date of approval of these financial statements.

Period to 5 May 2017

The Syndics were responsible for the oversight of the work of Cambridge Assessment and its subsidiary
undertakings (the Group), for its system of internal control and for reviewing its effectiveness. The Syndics were
of the view that there was an ongoing process for identifying, evaluating and managing the significant risks to
which Cambridge Assessment is exposed.

The Syndics were advised in carrying out their duties by a number of committees, including a Corporate Board,
an Audit Committee and a Remuneration Committee.

The Audit Committee was chaired by an external member of the Syndicate and met three times during the period.
Its principal role was to review the adequacy and effectiveness of the Group’s systems of internal financial
control, financial reporting and risk management in consultation with internal and external auditors. Its review of
the system of internal control was informed by the work of the internal auditors. The Audit Committee advised the
Syndics on the appointment of internal and external auditors. The Syndics received minutes of all meetings of the
Audit Committee.

The Group Remuneration Committee reviewed the remuneration of the Group's senior executives and
considered matters of general remuneration policy. The salary of the Group Chief Executive was determined by
the full Syndics.

The Syndics had in place an agreed statement of the powers delegated to the Group Chief Executive. The day-
to-day management of the Group is the responsibility of the Group Chief Executive and the Corporate Board,
whose other members comprise the Chief Executives of the three business units, the Group Director of
Assessment Research and Development, and the Group Directors of Finance, Infrastructure Services and
Human Resources.



CAMBRIDGE ASSESSMENT GROUP

CORPORATE GOVERNANCE AND INTERNAL CONTROL STATEMENT (continued)

Organisation and governance (continued)

Cambridge Assessment maintains a formal register of trustees’ interests. It is available for viewing on application
to the Secretary to the Syndicate.

Period from 5 May 2017
Press and Assessment Board and its sub-committees

The new Press and Assessment Board (from 5 May 2017 onwards) has assumed the oversight responsibilities of
the Syndics including the responsibility for reviewing and approving the annual Financial Statements. The Press
and Assessment Board are responsible for the oversight of Cambridge Assessment’s and its system of internal
control and for reviewing its effectiveness. Such a system is designed to manage, rather than eliminate, the risk
of failure to achieve Cambridge Assessment'’s objectives, and can only provide reasonable, and not absolute
assurance against material misstatement or loss. New joint Audit Committee, Remuneration Committee and
Nomination Committee have been formed and replaced the equivalent committees.

As part of the approval process of the annual Financial Statements, the Press and Assessment Board will receive
the recommendation of the Audit Committee of the Press and Assessment Board. Members of the Press and
Assessment Board who served from 5 May 2017 and up until the date of approval of these financial statements,
unless otherwise stated, were as follows:

Professor Duncan Maskell (Chair until 30 June 2017), Senior Pro-Vice-Chancellor, University of
Cambridge

Mr Anthony Odgers (Chair from 1 July 2017) Chief Financial Officer, University of Cambridge
Sir David Bell Press Syndic

Mrs Sherry Coutu, CBE UCLES Syndic

Professor Chris Kennedy Press Co-optee

Mr Simon Lebus Cambridge Assessment Chief Execulive

Dr Richard Partington UCLES Syndic

Mr Peter Phillips Press Chief Executive

Professor Richard Prager UCLES Syndic

Professor David Runciman Press Syndic

Mr Nick Temple Press Co-optee

Mr Peter Williams UCLES Syndic

Audit Committee
Members of the new joint Press and Assessment Audit Committee who served from 5 May 2017 and up
until the date of approval of these financial statements, unless otherwise stated, were as follows:

Mr Nick Temple (Chair) Press Co-optee
Mr Jonathan Scott Press Co-optee
Mr Peter Williams UCLES Syndic

Remuneration Committee
Members of the new joint Press and Assessment Remuneration Committee who served from 5 May 2017
and up until the date of approval of these financial statements, unless otherwise stated, were as follows:

Mrs Sherry Coutu, CBE (Chair) UCLES Syndic

Sir David Bell Press Syndic

Mr Anthony Odgers Chief Financial Officer, University of Cambridge
Mr Richard Partington UCLES Syndic

Nominations Committee
Members of the new joint Press and Assessment Nominations Committee who served from 5 May 2017
and up until the date of approval of these financial statements, unless otherwise stated, were as follows:

Mrs Sherry Coutu, CBE (Chair) UCLES Syndic

Sir David Bell Press Syndic

Mr Anthony Odgers Chief Financial Officer, University of Cambridge
Mr Richard Partington UCLES Syndic



CAMBRIDGE ASSESSMENT GROUP

RESPONSIBILITIES OF THE PRESS AND ASSESSMENT BOARD FOR THE PREPARATION OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

The Press and Assessment Board is responsible for preparing the non-statutory group financial statements in
accordance with Statute F Chapter | paragraph 6 of the University of Cambridge.

Under that Statute the Press and Assessment Board has elected to prepare the University of Cambridge Local
Examinations Syndicate and Cambridge Assessment financial statements in accordance with the accounting and
financial statement disclosure requirements of the Statement of Recommended Practice — Accounting for Further
and Higher Education and applicable accounting standards in the United Kingdom. The Press and Assessment
Board has applied the accounting and disclosure requirements for the financial statements under the SORP but
have not prepared a strategic report in accordance with section 3.12 of the SORP. Under the Statute, the Press
and Assessment Board 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 Group and Cambridge Assessment and of the income or expenditure of
the Group for that period. In preparing these financial statements, the Press and Assessment Board is required
to:

» select suitable accounting policies and then apply them consistently;

* make judgements and accounting estimates that are reasonable and prudent;

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

*  prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the Group and Cambridge Assessment will continue in business.

The Press and Assessment Board is responsible for keeping adequate accounting records that are sufficient to
show and explain Cambridge Assessment’s transactions and disclose with reasonable accuracy at any time the
financial position of Cambridge Assessment and the Group and enable them to ensure that the financial
statements comply with the university statutes. They are also responsible for safeguarding the assets of
Cambridge Assessment and the Group and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

The Press and Assessment Board is responsible for the maintenance and integrity of Cambridge Assessment's
website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.

The Press and Assessment Board certifies that:

¢ Sofar as each Press and Assessment Board member is aware, there is no relevant audit information of
which Cambridge Assessment’s auditors are unaware; and

* Each Press and Assessment Board member has taken all the steps that he or she ought to have taken
as a Press and Assessment Board member in order to make him or herself aware of any relevant audit
information and to establish that Cambridge Assessment's auditors are aware of that information.



CAMBRIDGE ASSESSMENT GROUP

Independent auditors’ report to the members of Press and Assessment Board of
University of Cambridge Local Examinations Syndicate (“Cambridge Assessment”)
(the “institution”)

Report on the audit of the financial statements

Opinion
In our opinion, Cambridge Assessment’s group financial statements and parent institution financial statements
(the “financial statements”):

« give a true and fair view of the state of the group's and of the parent institution's affairs as at 31 July
2017 and of the group’s income and expenditure, the group’s and the parent institution’s changes in
reserves and the group's cash flows for the year then ended,;

+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland”, and applicable law); and

* have been properly prepared in accordance with the requirements of the Statement of Recommended
Practice — Accounting for Further and Higher Education and the 2016/17 HEFCE Accounts Direction.

We have audited the financial statements, included within the Annual Report (the "Annual Report”), which
comprise the consolidated and parent statements of comprehensive income for the year ended 31 July 2017, the
consolidated and parent balance sheets as at 31 July 2017; the consolidated and parent statements of changes
in reserves for the year then ended; the consolidated cash flow statement for the year then ended; and the notes
to the financial statements, which include a summary of significant accounting policies and other explanatory
information.

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 independent of the group in accordance with the ethical requirements that are relevant to our audit
of the financial statements 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 ISAs (UK) require us to report to
you when:

» the Press and Assessment Board’s use of the going concern basis of accounting in the preparation of

the financial statements is not appropriate; or

+ the Press and Assessment Board has not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the group and parent institution’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 conditions can be predicted, this statement is not a guarantee as to the
group and parent institution’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 Press and Assessment Board is 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 thereaon.
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Independent auditors’ report to the members of Press and Assessment Board of
University of Cambridge Local Examinations Syndicate (“Cambridge Assessment”)
(the “institution”) continued

Reporting on 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 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 required to report that fact. We have nothing to report based on these responsibilities.

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.

Responsibilities for the financial statements and the audit

Responsibilities of the Press and Assessment Board for the financial statements

As explained more fully in the Statement of Responsibilities of the Press and Assessment Board set out on page
5, the Press and Assessment Board is 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 Press and
Assessment Board is 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 Press and Assessment Board is responsible for assessing the group
and parent institution’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 Press and Assessment Board either intends
to liquidate the group and parent institution or to cease operations, or has 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 as a 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 financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. 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 Press and Assessment Board as a
body in accordance with our engagement letter dated 17 October 2017 to assist in discharging its obligations
under Statue F Chapter | paragraph 6 of the University of Cambridge 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.

Other matter
We draw attention to the fact that Cambridge Assessment is not a company, hence it is not bound by the
Companies Act 2006 requirement 394 to prepare statutory financial statements.

g\:m.ﬂ OMM*&—'

Simon Ormiston (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Cambridge

3 November 2017



CAMBRIDGE ASSESSMENT GROUP

CONSOLIDATED AND PARENT STATEMENTS OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31
JULY 2017

Group Group Cambridge Cambridge
Assessment Assessment
2017 2016 2017 2016
Note £m £m £m £m
Income
Examination fees 5 3711 349.2 296.3 276.0
Other educational and assessment 5 42.0 43.6 39.7 36.6
services
Investment income 6 7.7 7.4 4.6 4.4
Total income 420.8 400.2 340.6 317.0
Expenditure
Staff costs 7 (118.7) (117.2) (90.2) (86.7)
Cther operating expenses 8 (215.6) (214.5) (167.8) (163.1)
Depreciation 10 (6.9) (6.7) (6.8) (6.5)
Interest and other finance costs (0.7) (0.9) (0.6) (0.7)
Total expenditure (341.9) (339.3) (265.4) (257.0)
Surplus before other gains/ 78.9 60.9 75.2 60.0
(losses) and share of operating
surplus of joint ventures and
associates
Loss on disposal of fixed assets (0.2) - (0.2) -
Net gain on investments 11 25,5 10.5 15.0 5.9
Share of operating surplus in joint 1.0 1.6 - -
ventures
Surplus before tax 105.2 73.0 90.0 65.9
Taxation (overseas taxation) (0.2) (0.2) (0.1) (0.2)
Surplus for the year 105.0 72.8 89.9 65.7
Other comprehensive income
Currency translation differences 0.3 0.7 - -
Total comprehensive income for 105.3 73.5 89.9 65.7
the year
Comprising:
Endowment comprehensive 0.6 0.1 0.6 0.1
income for the year
Unrestricted comprehensive 104.2 73.1 89.3 65.6
income for the year
Comprehensive income to non- 0.5 0.3 -
controlling interest
105.3 73.5 89.9 65.7

All income and expenditure relates to continuing activities.



CAMBRIDGE ASSESSMENT GROUP

CONSOLIDATED AND PARENT BALANCE SHEETS AS AT 31 JULY 2017

Group Cambridge
Assessment
2017 2016 2017 2016
Note £m £m £m £m
Non-current assets
Intangible assets and goodwill ) 40.4 39.0 39.9 38.3
Fixed assets 10 295.3 197.1 290.1 191.8
Investments 11 240.7 2141 139.8 124.7
576.4 450.2 469.8 354.8
Current assets
Trade and other receivables 12 95.2 88.8 93.7 87.2
Cash and cash equivalents 62.4 106.5 31.3 78.2
157.6 195.3 125.0 165.4
Creditors: amounts falling due
within one year 13 (111.4) (102.1) (90.1) (80.2)
Net current assets 46.2 93.2 34.9 85.2
Total assets less current liabilities 622.6 543.4 504.7 440.0
Creditors: amounts falling due after more than one 14 (2.6) (3.9) (2.6) (3.9)
year
Pension scheme liabilities 15 (22.4) (24.4) (18.6) (20.1)
Provisions for liabilities 16 (2.2) (1.0) (2.0) (0.7)
Total net assets 595.4 514.1 481.5 415.3
Restricted reserves
Income and expenditure reserve — endowment 17 6.1 5.5 6.1 5.5
reserve
Unrestricted reserves
Income and expenditure reserve — unrestricted 588.8 508.3 475.4 409.8
594.9 513.8 481.5 4153
Non-controlling interest 0.5 0.3 - -
Total reserves 5954 514.1 481.5 415.3

The notes on pages 12 to 30 are an integral part of these financial statements.

The financial statements on pages 8 to 30 were approved by the Press and Assessment Board on
3 November 2017 and were signed on their behalf by:

L A

Mr Anthony Odgers
Chairman of the Press and Assessment Board



CAMBRIDGE ASSESSMENT GROUP

CONSOLIDATED AND PARENT STATEMENTS OF CHANGES IN RESERVES FOR THE

YEAR ENDED 31 JULY 2017

Income and
expenditure Income and Total Non-
reserve: expenditure reserves controlling
Endowment reserve: Un- excluding interest Total
(Note 17) restricted NCI (NCI) reserves
£m £m £m £m £m
Group
Balance at 1 August 5.4 453.7 459.1 0.3 450.4
2015
Surplus for the year 0.1 72.4 725 0.3 72.8
Other comprehensive - 0.7 0.7 0.7
income for the year
Total comprehensive 0.1 73.1 732 0.3 73.5
income for the year
Dividends paid to non- - - - (0.3) (0.3)
controlling interest
Transfer to the University - (18.5) (18.5) - (18.5)
Balance at 31 July 2016 5.5 508.3 513.8 0.3 514.1
Surplus for the year 0.6 103.9 104.5 0.5 105.0
Other comprehensive 0.3 0.3 - 0.3
income for the year
Total comprehensive 0.6 104.2 104.8 0.5 106.3
income for the year
Dividends paid to non- - - - (0.3) (0.3)
controlling interest
Transfer to the University (23.7) (23.7) - (23.7)
Balance at 31 July 2017 6.1 588.8 594.9 0.5 595.4
Cambridge
Assessment
Balance at 1 August 54 362.7 368.1 368.1
2015
Surplus for the year 0.1 65.6 65.7 - 65.7
Total comprehensive 0.1 65.6 65.7 - 65.7
income for the year
Transfer to the University - (18.5) (18.5) - (18.5)
Balance at 31 July 2016 5.5 409.8 4153 - 415.3
Surplus for the year 0.6 89.3 89.9 - 89.9
Total comprehensive 0.6 89.3 89.9 - 89.9
income for the year
Transfer to the University - (23.7) (23.7) - (23.7)
Balance at 31 July 2017 6.1 475.4 481.5 - 481.5

10



CAMBRIDGE ASSESSMENT GROUP

CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED 31 JULY 2017

Note

Cash flow from operating activities
Surplus for the year

Adjustment for non-cash items

Depreciation 10
Amortisation 9
Increase in debtors

(Decrease) / increase in creditors and pension liabilities

Increase in provisions

Share of operating surplus in joint ventures

Adjustment for investing or financing activities

Investment income 6
Interest payable

Loss on disposal of fixed assets

Gain on investments

Net cash inflow from operating activities

Cash flows from investing activities

Investment income

Payments made to acquire fixed assets

Payments made to acquire intangible fixed assets
Payments made to acquire other investment assets
Loan to associates

Net cash outflow from investing activities

Cash flows from financing activities
Interest paid

Dividend to non-controlling interest

Transfer to university

Net cash outflow from financing activities

(Decrease) / increase in cash and cash equivalents in
the year

Cash and cash equivalents at beginning of the year
Exchange gains on cash and cash equivalents
Cash and cash equivalents at the end of the year

Analysis of cash and cash equivalents at 31 July
Cash at bank and in hand
Short term deposits

11

2017
£m

105.0

6.9
12.0
(6.3)

(11.1)

1.2
(1.0)

(0.2)
(0.3)

(18.5)
—(19.0)

(44.4)

106.5

62.4

27.9
34.5
62.4

2016
£m

72.8

93.7

106.5

41.1
65.4
106.5



CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

GENERAL INFORMATION

Cambridge Assessment is the brand name of the University of Cambridge Local Examinations Syndicate which is
a department of the University of Cambridge. Established over 150 years ago, Cambridge Assessment operates
and manages the University of Cambridge's three exam boards; Oxford Cambridge and RSA Examinations
("OCR"), Cambridge Assessment International Education and Cambridge Assessment English. Cambridge
Assessment also carries out leading-edge academic and operational research on assessment in education. The
principal place of business is 1 Hills Road, Cambridge, Cambridgeshire, CB1 2EU, United Kingdom.

Cambridge Assessment is a not-for-profit organisation and a public benefit entity. It does not undertake any
fundraising with the general public.

STATEMENT OF COMPLIANCE

The financial statements have been prepared in accordance with the accounting and financial statement
disclosure requirements of the Statement of Recommended Practice: Accounting for Further and Higher
Education issued in March 2014, and in compliance with United Kingdom Accounting Standards, including
Financial Reporting Standard 102, “The Financial Reporting Standard applicable in the United Kingdom and the
Republic of Ireland” (“FRS 102").

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated and separate financial
statements are set out below. These policies have been consistently applied to all the years presented, unless
otherwise stated.

(a) Basis of preparation
These consolidated and separate financial statements are prepared on a going concern basis, under the
historical cost convention.

The preparation of financial statements requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the Group and Cambridge Assessment
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements, are disclosed in note 4.

(b) Going concern

The Group meets its day-to-day working capital requirements through its available cash and cash equivalents.
After reviewing the 2017/18 budget and longer term plans, the Press and Assessment Board is satisfied that, at
the time of approving the financial statements, it is appropriate to adopt the going concern basis in preparing the
financial statements of both the Group and Cambridge Assessment.

(c) Basis of consolidation

The Group consolidated financial statements include the financial statements of Cambridge Assessment and all
of its subsidiary undertakings together with the Group’s share of the results of associates and joint ventures
made up to 31 July.

A subsidiary is an entity controlled by the Group. Control is the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities. Where the Group owns less than 50% of the voting
powers of an entity but controls the entity by virtue of an agreement with other investors which give it control of
the financial and operating policies of the entity it accounts for that entity as a subsidiary.

Where a subsidiary has different accounting policies to the Group, adjustments are made to those subsidiary
financial statements to apply the Group'’s accounting policies when preparing the consolidated financial
statements.

A joint venture is an undertaking in which the Group has a long-term interest and over which it exercises joint
control. Investments in joint ventures are accounted for using the equity method of accounting. The Group’s
share of the profits less losses of joint ventures is included in the consolidated income and expenditure account
and its interest in their net assets is included in investments in the consolidated balance sheet. The accounting
periods of the joint venture undertakings are not coterminous with that of the parent undertaking but the effect is
not material.

An associate is an entity, being neither a subsidiary nor a joint venture, in which the Group holds a long-term
interest and where the Group has significant influence. The Group considers that it has significant influence
where it has the power to participate in the financial and operating decisions of the associate. The results of
associates are accounted for using the equity method of accounting.

12



CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Basis of consolidation (continued)
Any subsidiary undertakings or associates sold or acquired during the year are included up to, or from, the dates
of change of control or change of significant influence respectively.

All intra-Group transactions, balances, income and expenses are eliminated on consolidation. Adjustments are
made to eliminate the profit or loss arising on transactions with associates to the extent of the Group's interest in
the entity.

(d) Exemptions for qualifying entities under FRS 102
FRS 102 allows a qualifying entity certain disclosure exemptions, subject to certain conditions, which have been
complied with.

Advantage has been taken of the exemption available under FRS 102 paragraph 33.1A, not to disclose
transactions with other entities that are wholly-owned within the University of Cambridge Group.

The Group has also taken advantage of (i) the exemption from disclosing the company key management
personnel compensation, as required by FRS102 paragraph 33.7, and (i) exemption from the financial instrument
disclosures, required under FRS 102 paragraphs 11.39 to 11.48A and paragraphs 12.26 to 12.29.

(e) Foreign currencies

(i) Functional and presentation currency
The Group and Cambridge Assessment financial statements are presented in pound sterling and rounded to
millions. The functional currency is pounds sterling.

(i) Transactions and balances
Foreign currency transactions are translated into the functional currency using the spot exchange rates at the
dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-monetary items
measured at historical cost are translated using the exchange rate at the date of the transaction and non-
monetary items measured at fair value are measured using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at
period-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in
the Statement of Comprehensive Income.

Foreign exchange gains and losses are presented within ‘Other operating expenses’.

(iif) Translation

The trading results of Group undertakings are translated into sterling at the average exchange rates for the year.
The assets and liabilities of overseas undertakings, including goodwill and fair value adjustments arising on
acquisition, are translated at the exchange rates ruling at the year end.

Exchange adjustments arising from the retranslation of opening net investments and from the translation of the
profits or losses at average rates are recognised in ‘Other comprehensive income’ and allocated to non-
controlling interest as appropriate.

(f) Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents the amount
receivable for goods supplied or services rendered, net of retums, discounts and rebates allowed by the Group
and value added taxes.

Where expenditure can be identified as relating to examination sessions or assessments after the year end, itis
carried forward and charged against the period in which the sessions or assessments take place.

U] income from session based qualifications

Income from examination session based qualifications (such as GCSEs) is recognised when all services
associated with the qualification are substantially completed. Income received in advance is deferred and
recognised in subsequent financial periods when the relevant qualification session takes place.

13



CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(f) Revenue recognition (continued)

(i) Income from other types of qualifications

Other types of qualifications, not based on examination sessions (such as QCFs} typically involve the candidate
progressing through a series of modules. For these qualifications income is recognised on the basis of the
proportion of the total number of modules required for the qualification that have been achieved by the candidate.
Income in respect of modules that the candidate is yet to undertake is deferred to subsequent periods.

(iii) Consulting
Revenue for consulting or related arrangements is recognised on a proportional performance basis.

(g) Employee benefits
The Group provides a range of benefits to employees, including annual bonus arrangements, paid holiday
arrangements and defined benefit pension plans.

(i Short term benefits
Short term benefits, including holiday pay and other similar non-monetary benefits, are recognised as an expense
in the period in which the service is received.

(i) Defined benefit pension plan: Multi-employer defined benefit Plans
Cambridge Assessment parlicipates as an employer in the Universities Superannuation Scheme ('USS"), a multi-

employer defined benefit pension scheme.

The assets of the schemes are held separately from those of Cambridge Assessment, Cambridge Assessment is
unable to identify its share of the underlying assets and liabilities of the scheme on a consistent and reasonable
basis and therefore accounts for the USS scheme as if it were a defined contribution scheme.

Cambridge Assessment is a participating employer that makes agreed deficit funding payments on a defined
benefit multi-employer plan which is accounted for as a defined contribution scheme, and therefore recognises a
liability for its share of the scheme’s future deficit funding contributions. The liability is measured at the present
value of the contributions payable based on a discounted present value basis. The discount rate is based on a
high quality corporate bond whose term covers the remaining duration of the plan. The unwinding of the discount
is recognised as finance cost in the Statement of Comprehensive Income in the period in which it arises.

(iii) Defined benefit pension plan: Group Plans
Cambridge Assessment participates in the Cambridge University Assistants’ Contributory Pension Scheme
("CPS"), a Group Plan whose assets are held separately from those of Cambridge Assessment.

Cambridge Assessment is unable to identify its share of the underlying assets and liabilities of the scheme on a
consistent and reasonable basis. Furthermore, there is no contractual agreement or stated policy for charging the
net defined benefit cost of a defined benefit plan as a whole to individual group entities. The CPS scheme is
therefore accounted for as if it were a defined contribution scheme. The contributions are recognised as an
expense when they are due. Amounts not paid are shown in accruals in the Balance Sheet.

(iv) Pensions — overseas offices

Some overseas employees are members of state-managed retirement benefit schemes operated by the
respective local governments. Depending on location, the relevant subsidiary is required to contribute a specified
percentage of payroll costs to the retirement benefit schemes to fund the benefits. The only obligation of the
subsidiary involved with respect to the retirement benefit schemes is to make the specified contributions as
required by law.

(h}) Research and Development

Development work on IT projects is capitalised within Intangible Assets when the overall project is expected to
give rise to future economic benefits and the criteria set out in FRS102 section 18 are deemed to be met. Other
expenditure on research and development is written off in the year in which it is incurred.

(i) Taxation

Cambridge Assessment is a constituent part of the University of Cambridge, which is an exempt charity.
Cambridge Assessment therefore claims exemption from UK corporation tax under the provisions of section 505
of the Income and Corporation Taxes Act 1988.

Cambridge Assessment receives no similar exemption in respect of Value Added Tax.

The charge for taxation is based on the net income for the year on activities which are not covered by charitable
exemptions.
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CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

() Intangible assets

Intangible assets are stated at cost less accumulated amortisation and accumulated impairment losses.
Amortisation is calculated, using the straight-line method, to allocate the amortisable amount of the assets to their
residual values over their estimated useful lives, as follows:

Software 3 to 10 years
Amortisation is charged to ‘Other operating expenses’ in the Statement of Comprehensive Income.

Where factors, such as technological advancement or changes in market price, indicate that residual value or
useful life have changed, the residual value, useful life or amortisation rate are amended prospectively to reflect
the new circumstances.

The assets are reviewed for impairment if the above factors indicate that the carrying amount may be impaired.

Costs associated with maintaining computer software are recognised as an expense as incurred. Development
costs that are directly attributable to the design and testing of identifiable and unique software products controlled
by the Group are recognised as intangible assets when the following criteria are met:

- itis technically feasible to complete the software so that it will be available for use;

- management intends to complete the software and use or sell it;

- thereis an ability to use or sell the software;

- itcan be demonstrated how the software will generate probable future economic benefits;

- adequate technical, financial and other resources to complete the development and to use or sell the

software are available; and
- the expenditure attributable to the software during its development can be reliably measured.

Other development expenditures that do not meet these criteria are recognised as an expense as incurred.
Development costs previously recognised as an expense are not recognised as an asset in a subsequent period.

Intangible assets - Goodwill

Goodwill represents the excess of the fair value of the consideration paid on acquisition of a business over the
fair value of the assets, including any intangible assets identified, and liabilities acquired. Goodwill is amortised
down to zero over its estimated useful economic life (currently assessed as five years) on a straight line basis.

(k) Fixed assets

Fixed assets are stated at cost (or deemed cost) less accumulated depreciation and accumulated impairment
losses. Cost includes the original purchase price, costs directly attributable to bringing the asset to its working
condition for its intended use, dismantling and restoration costs.

I} Land and buildings

Land and buildings include freehold and leasehold offices. Land and buildings are stated at cost (or deemed cost
for land and buildings held at valuation at the date of transition to FRS 102) less accumulated depreciation and
accumulated impairment losses.

(ii) Plant and equipment, furniture and fittings, and computer equipment

Plant and equipment, furniture and fittings, and computer equipment are stated at cost less accumulated

depreciation and accumulated impairment losses.

(i) Depreciation and residual values

Land is not depreciated. Depreciation on other assets is calculated, using the straight-line method, to allocate the

depreciable amount to their residual values over their estimated useful lives, as follows:

Freehold buildings: Over periods up to 50 years.

Long term leasehold: Over the term of the lease or 20 to 50 years on a straight
line basis in line with the policy applied to equivalent
freehold buildings, whichever is shorter.

Short term leasehold: over the period of the lease.

Plant and equipment, furniture and fittings, and 4 to 10 years.
computer equipment:
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CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(k) Fixed assets (continued)

The assets’ residual values and useful lives are reviewed, and adjusted, if appropriate, at the end of each
reporting period. The effect of any change is accounted for prospectively.

(iv) Subsequent additions and major components

Subsequent costs are included in the assets’ carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that economic benefits associated with the item will flow to the Group and Cambridge
Assessment and the cost can be measured reliably.

The carrying amount of any replaced component is derecognised. Major components are treated as a separate
asset where they have significantly different patterns of consumption of economic benefits and are depreciated
separately over their useful life.

Repairs, maintenance and minor inspection costs are expensed as incurred.

v Assets under construction
Assets under construction are stated at cost. These assets are not depreciated until they are available for use.

{vi) Derecognition

Fixed assets are derecognised on disposal or when no future economic benefits are expected. On disposal, the
difference between the net disposal proceeds and the carrying amount is recognised in the Statement of
Comprehensive Income and included in ‘Other operating (losses)/gains’.

(I) Leased assets

At inception the Group and Cambridge Assessment assess agreements that transfer the right to use assets. The
assessment considers whether the arrangement is, or contains, a lease based on the substance of the
arrangement.

(i Finance leased assets
Leases of assets that transfer substantially all the risks and rewards incidental to ownership are classified as
finance leases.

Finance leases are capitalised at commencement of the lease as assets at the fair value of the leased asset or, if
lower, the present value of the minimum lease payments calculated using the interest rate implicit in the lease.
Where the implicit rate cannot be determined the Group's incremental borrowing rate is used. Incremental direct
costs, incurred in negotiating and arranging the lease, are included in the cost of the asset.

Assets are depreciated over the shorter of the lease term and the estimated useful life of the asset. Assets are
assessed for impairment at each reporting date.

The capital element of lease obligations is recorded as a liability on inception of the arrangement. Lease
payments are apportioned between capital repayment and finance charge, using the effective interest rate
method, to produce a constant rate of charge on the balance of the capital repayments outstanding.

(i) Operating leased assets

Leases that do not transfer all the risks and rewards of ownership are classified as operating leases. Payments
under operating leases are charged to the Statement of Comprehensive Income on a straight-line basis over the
period of the lease.

(m) Investments
(i) Investment in subsidiary company — Cambridge Assessment
Investment in a subsidiary undertaking is held at cost less accumulated impairment losses.

(ii) Investment in associate and joint ventures - Cambridge Assessment
Investment in an associate is held at cost less accumulated impairment losses.

(i) Investment in Cambridge University Endowment Fund units — Group and Cambridge Assessment
Investments in Cambridge University Endowment Fund units are valued at market value at the reporting date.
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CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(n) Cash and cash equivalents
Cash and cash equivalents include cash in hand and deposits with banks and the University of Cambridge with
original maturities of three months or less.

Endowment funds are those where the donor has specified a particular objective and these funds are classified
as restricted expendable endowments. Endowment assets are included in the balance sheet at market value at
the reporting date.

(o) Provisions and contingencies

0] Provisions

Provisions are recognised when the Group or Cambridge Assessment has a present legal or constructive
obligation as a result of past events; it is probable that an outflow of resources will be required to settle the
obligation; and the amount of the obligation can be estimated reliably.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the same class of obligations might be small.

Provision is not made for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to
the obligation. The increase in the provision due to passage of time is recognised as a finance cost.

(i) Contingencies

Contingent liabilities are not recognised, except those acquired in a business combination. Contingent liabilities
arise as a result of past events when (i) it is not probable that there will be an outflow of resources or that the
amount cannot be reliably measured at the reporting date or (ii) when the existence will be confirmed by the
occurrence or non-occurrence of uncertain future events not wholly within the Group’s control. Contingent
liabilities are disclosed in the financial statements unless the probability of an outflow of resources is remote.

Contingent assets are not recognised. Contingent assets are disclosed in the financial statements when an inflow
of economic benefits is probable.

(p) Financial instruments
The Group and Cambridge Assessment have chosen to adopt Sections 11 and 12 of FRS 102 in respect of
financial instruments.

(i) Financial assets

Basic financial assets, including trade and other receivables and cash and bank balances, are initially recognised
at transaction price, unless the arrangement constitutes a financing transaction, where the

transaction is measured at the present value of the future receipts discounted at a market rate of interest.

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for objective
evidence of impairment. If an asset is impaired the impairment loss is the difference between the carrying amount
and the present value of the estimated cash flows discounted at the asset's original effective interest rate. The
impairment loss is recognised in the Statement of Comprehensive Income.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was recognised,
the impairment is reversed. The reversal is such that the current carrying amount does not exceed what the
carrying amount would have been had the impairment not previously been recognised. The impairment reversal
is recognised in the Statement of Comprehensive Income.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset expire or are
settled, or (b) substantially all the risks and rewards of the ownership of the asset are transferred to another party
or (c) despite having retained some significant risks and rewards of ownership, control of the asset has been
transferred to another party who has the practical ability to unilaterally sell the asset to an unrelated third party
without imposing additional restrictions.

Complex financial assets, including the investments in CUEF units, are initially recognised at fair value, which is

normally the transaction price. Such assets are subsequently carried at fair value and the changes in fair value
are recognised in the Statement of Comprehensive Income.
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CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(p) Financial instruments (continued)

(i) Financial liabilities

Basic financial liabilities, including trade and other payables and loans from fellow Group companies, are
initially recognised at transaction price, unless the arrangement constitutes a financing transaction, where the
debt instrument is measured at the present value of the future receipts discounted at a market rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Creditors are classified as current liabilities if payment is due within one year or less. If
not, they are presented as non-current liabilities.

Derivatives, including forward foreign exchange contracts, are not basic financial instruments.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently re-measured at their fair value. Changes in the fair value of derivatives are recognised in the
Statement of Comprehensive Income in ‘Other operating expenses’, unless they are included in a hedging
arrangement.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual obligation is
discharged, cancelled or expires.

(ifi) Offsetting

Financial assets and liabilities are offset and the net amounts presented in the financial statements when there is
a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or to
realise the asset and settle the liability simultaneously.

(iv) Hedging arrangements
The Group does not apply hedge accounting in respect of forward foreign exchange contracts held to manage
the cash flow exposures of forecast transactions denominated in foreign currencies.

(q) Related party transactions

The Group and Cambridge Assessment disclose transactions with related parties which are not wholly-owned
within the University of Cambridge Group. Where appropriate, transactions of a similar nature are aggregated
unless, in the opinion of the directors, separate disclosure is necessary to understand the effect of the
transactions on the Group and Cambridge Assessment financial statements.

CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATION UNCERTAINTY

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

Key accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
addressed below.

() Defined benefit multi-employer plan: liability for the future deficit funding contributions (note 15)
Cambridge Assessment is a participating employer that makes agreed deficit funding payments on a defined
benefit multi-employer plan which is accounted for as a defined contribution scheme, and therefore recognises a
liability for its share of the scheme’s future deficit funding contributions. The present value of this liability depends
on a number of factors including a discount rate based on a high quality corporate bond whose term covers the
remaining duration of the plan, salary inflation and assumed scheme membership percentage changes.
Management estimates these factors in determining the liability in the balance sheet. The assumptions reflect
historical experience and current trends.

(ii) Intangible assets - Software

The capitalisation of software development costs as intangible assets in the balance sheet depends critically on
the assessment of future economic benefits arising and is accordingly a matter of judgement. Furthermore, the
amortisation expense is the recognition of the decline in the value of the asset and allocation of the cost of the
asset over the periods in which the asset will be used. Judgements are made as to the estimated useful lives of
the assets which are regularly reviewed to reflect the changing environment.

18



CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

INCOME BY GEOGRAPHICAL SEGMENTS

Group Cambridge Assessment
2017 2016 2017 2016
£m £m £m £m
Examination fees and other educational and
assessment services:
United Kingdom 172.9 168.5 95.8 94.0
European Union 53.3 45.6 53.2 45.5
Rest of the world 186.9 178.7 187.0 173.1
4131 392.8 336.0 3126

The Press and Assessment Board has determined that there is only one class of business and the majority of
activities are UK by origin.

INVESTMENT INCOME

Group Cambridge Assessment
2017 2016 2017 2016
£m £m £m £m
Income from specific endowment asset 0.2 0.2 0.2 0.2
investments

Other investment income 7.4 7.0 4.3 4.0
Other interest receivable 0.1 0.2 0.1 0.2
7.7 7.4 4.6 4.4

STAFF COSTS

The average number of persons employed by the Group and Cambridge Assessment during the year was:

Group Cambridge Assessment
2017 2016 2017 2016
No. No. No. No.
Examination services 1,790 1,752 1,119 1,064
Administration and central services 698 684 698 684
Premises 101 101 101 101
2,589 2,537 1,918 1,849
Staff costs for the above persons comprise:
Group Cambridge Assessment
2017 2016 2017 2016
£m £m £m £m
Salaries and wages 91.6 87.8 69.5 64.7
Social security costs 10.0 8.6 7.3 6.2
Other pension costs (see note 15) 222 20.4 17.8 15.7
USS pension deficit funding (see note 15) (2.5) 3.2 (1.8) 2.9
121.3 120.0 92.8 89.5

Of the above costs £2.6m (2016: £2.8m) was capitalised as internally developed software.

Staff costs charged to the income and expenditure account

Group Cambridge Assessment

2017 2016 2017 2016

£m £m £m £m

Examinations services 82.4 81.2 53.9 50.7
Administration and central services 33.1 32.7 331 32.7
Premises 3.2 3.3 3.2 3.3
118.7 117.2 90.2 86.7
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CAMBRIDGE ASSESSMENT GROUP

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

STAFF COSTS (continued)

Staff emoluments over £100,000
(Excluding employer's pension contributions)

£100,000 - £110,000
£110,001 - £120,000
£120,001 - £130,000
£130,001 - £140,000
£140,001 - £150,000
£150,001 - £160,000
£160,001 - £170,000
£170,001 - £180,000
£180,001 - £190,000
£200,001 - £210,000
£210,001 - £220,000
£240,001 - £250,000
£250,001 - £260,000
£420,001 - £430,000

OTHER OPERATING EXPENSES

Examination services
Administration and central services
Premises

Other operating expenses include:

Operating leases

Foreign exchange losses

Restructuring costs

During the year the Group (including its overseas
subsidiaries) obtained the following services from the
company's auditors and its associates:

- Fees payable to company's auditors and its
associates for the audit of parent company and
consolidated financial statements

- Fees payable to the company's auditors and its
associates for the audit of company’s subsidiaries
and other services
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Group Cambridge Assessment
2017 2016 2017 2016
No. No. No. No.
10 5 4 3
7 3 4 3
6 3 5 3
1 1 - 1
4 4 2 3
1 - 1 -
1 g &
1 - 1 -
- 1 - 1
- 2 - 2
2 1 2 1
2 1 1 1
1 1 1 1
1 1 1 1
Group Cambridge Assessment
2017 2016 2017 2016
£m £m £m £m
152.3 149.0 118.5 111.4
54.9 56.6 43.0 452
8.4 8.9 6.3 6.5
215.6 214.5 167.8 163.1
Group Cambridge Assessment
2017 2016 2017 2016
£m £m £m £m
24 2.6 1.4 1.5
1.4 1.2 1.2 1.0
1.2 0.6 0.3 0.3
0.1 0.1 0.1 0.1
0.1 0.1 - -




CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

INTANGIBLE ASSETS AND GOODWILL

GROUP Goodwill Computer Software- Total
software assets under
construction

COsT £m £m £m £m
At 1 August 2016 1.3 103.6 4.0 108.9
Additions - 5.2 9.0 14.2
Transfers to computer software and fixed assets - 2.6 (3.2) (0.6)
Disposals - - (0.2) (0.2)
At 31 July 2017 1.3 111.4 9.6 122.3
ACCUMULATED AMORTISATION
At 1 August 2016 0.8 69.1 - 69.9
Charge for the year 0.2 11.8 - 12.0
At 31 July 2017 1.0 80.9 - 81.9
NET BOOK VALUE
At 31 July 2017 0.3 30.5 9.6 404
At 31 July 2016 0.5 34.5 4.0 39.0
Cambridge Assessment Computer Software- Total
software assets under

construction

COST £m £m £m
At 1 August 2016 98.0 4.0 102.0
Additions 5.1 9.0 14.1
Transfers to computer software and fixed assets 2.6 (3.2) (0.6)
Disposals - (0.2) (0.2)
At 31 July 2017 105.7 9.6 115.3
ACCUMULATED AMORTISATION

At 1 August 2016 63.7 - 63.7
Charge for the year 11.7 - 11.7
At 31 July 2017 75.4 - 75.4
NET BOOK VALUE

At 31 July 2017 30.3 9.6 39.9
At 31 July 2016 34.3 4.0 38.3
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10.

CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

FIXED ASSETS
GROUP
Land & buildings
Plant and
Long Short equipment Computer Assets
term term & furniture equipment under
Freehold leasehold leasehold and fittings £m construction Total
£m £m £m £m £m £m
COST
At 1 August 2016 120.6 18.1 1.9 15.5 17.6 51.1 224.8
Additions 0.4 - - 0.9 2.2 101.0 104.5
Transfers (note 9) - - - 0.6 1.7 (1.7} 0.6
At 31 July 2017 121.0 18.1 1.9 17.0 21.5 150.4 329.9
ACCUMULATED
DEPRECIATION
At 1 August 2016 4.3 1.1 1.2 7.1 14.0 - 27.7
Charge for the year 2.3 0.5 0.2 2.2 1.7 - 6.9
At 31 July 2017 6.6 1.6 1.4 9.3 15.7 - 34.6
NET BOOK VALUE
At 31 July 2017 114.4 16.5 0.5 7.7 5.8 150.4 295.3
At 31 July 2016 116.3 17.0 0.7 8.4 3.6 51.1 197.1
CAMBRIDGE ASSESSMENT
Land & buildings
Plant and
Long Short equipment Computer Assets
term term & furniture equipment under
Freehold leasehold leasehold and fittings Em construction Total
£m £m £m £m £m £m
COST
At 1 August 2016 120.6 12.7 19 156.3 17.5 51.1 2191
Additions 0.4 - - 0.9 2.3 100.9 104.5
Transfers (note 9) - - - 0.6 1.7 (1.7) 0.6
At 31 July 2017 121.0 12.7 1.9 16.8 21.5 150.3 324.2
ACCUMULATED
DEPRECIATION
At 1 August 2016 4.3 0.8 1.2 e | 13.9 - 27.3
Charge for the year 2.3 0.4 0.2 21 1.8 - 6.8
At 31 July 2017 6.6 1.2 1.4 9.2 156.7 - 34.1
NET BOOK VALUE
At 31 July 2017 114.4 11.5 0.5 7.6 5.8 150.3 290.1
At 31 July 2016 116.3 11.9 0.7 8.2 3.6 51.1 191.8

The net carrying amount of assets held under finance leases included in plant and equipment is:
Group and Cambridge Assessment £3.7m (2016: £5.0m).
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CAMBRIDGE ASSESSMENT GROUP

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

INVESTMENTS

At 1 August

Additions

Disposals

Impairment

Increase in market value of investments
Currency adjustments

At 31 July

Represented by:

University Endowment Fund units
Investment in joint ventures
Investment in associates

Loan to associates

Other investments

Group Cambridge Assessment

2017 2016 2017 2016
£m £m £m £m
2141 201.3 124.7 119.0
1.1 1.9 0.1 0.4

- = = (0.6)

- (0.3) - (0.5)
25.5 10.8 15.0 6.4
= 0.4 = 5
240.7 214.1 139.8 124.7
235.6 210.1 138.9 123.9
4.4 3.3 - -
0.3 0.4 0.5 0.5
0.1 . 0.1 =
0.3 0.3 0.3 0.3
240.7 2141 139.8 124.7

Investments at market value comprise Cambridge University Endowment Fund units, The market value at
31 July 2017 is based on the valuation as at that date provided by the Finance Division of the University of
Cambridge. The investments are managed by the University of Cambridge through external investment
managers. The historical cost of these investments at 31 July 2017 amounted to: Group £154.6m (2016:
£154.6m); Cambridge Assessment £97.5m (2016: £97.5m).
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11.

CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

INVESTMENTS (continued)

Subsidiary undertaking

Oxford Cambridge and
RSA Examinations

The West Midlands
Examinations Board

Cambridge Assessment
Overseas Limited

Oxford and Cambridge
International Assessment
Services Limited

Fundacién UCLES

Cambridge English (Aus)

Cambridge Boxhill
Language Pty Limited

Cambridge Assessment
Inc.

Cambridge Assessment
Singapore

Cambridge Avaliacao
Representacao e
Promocao Ltda

Cambridge Assessment
India Private Limited

Cambridge Consulting
(Beijing) Co. Ltd

Cambridge Assessment
Pakistan Private Limited

Cambridge Assessment

Mill Wharf Limited

OCR Nationals

Progress House Printers
Limited

Quick Placement Tests
Limited

Address of registered
office

1 Hills Road, Cambridge,
CB1 2EU, UK

Progress House, Coventry,
CVv48JQ, UK

1 Hills Road, Cambridge,
CB1 2EU, UK

1 Hills Road, Cambridge,
CB1 2EU, UK

C/ Alcala, 21 3° Izda,
Madrid, 28014, Spain

LEVEL 11, 446 Collins
Street, Melbourne VIC
3000, Australia

Mezzanine, 278, Flinders
Lane, Melbourne VIC 3000,
Australia

295 Madison Avenue, Suite
715, 10017 New York, USA

331 North Bridge Road, #7-
01 Odeon Towers, 188720
Singapore

Av. Paulista, 1337

conj. 201, Sao Paulo,
01311915 Brazil

Splendor Forum, 314, Plot
#3, Jasola, New Delhi, 110
025, India

Room 0603, No 2 Building,
66 Zhongguancun East
Road, Beijing, China

Office no. 23, 2nd Floor,
Park Lane Tower, 172
Tufail Road, Lahore,
Pakistan

1 Hills Road, Cambridge,
CB1 2EU, UK

Progress House, Coventry,
CV4 8JQ, UK

1 Hills Road, Cambridge,
CB1 2EU, UK

Progress House, Coventry,
CV4 8JQ, UK

Progress House, Coventry,
CV48JQ, UK
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Class of
share

Member
Member

Ordinary

Ordinary

Member

Member

Ordinary

Member

Member

Ordinary

Ordinary

Ordinary

Ordinary

Member

Ordinary

Member

Ordinary

Ordinary

Percent

held

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

Nature of
business

Examination
services

Examination
services

Overseas office
services

Overseas office
services

Qverseas office
services

Overseas office
services

Examination
services

Overseas office
services

Overseas office
services

Overseas office
services

Overseas office
services

Overseas office
services

Overseas office
services

Dormant

Dormant

Dormant

Dormant

Dormant

Foot-
note
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CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

INVESTMENTS (continued)

Subsidiary undertaking

RSA Examinations Board

World Class Tests Limited

Address of registered
office

Progress House, Coventry,
CV48JQ, UK

1 Hills Road, Cambridge,
CB1 2EU, UK

Class of
share

Member

Ordinary

Percent
held

100%

100%

Nature of
business

Dormant

Dormant

All of the subsidiary undertakings have been included in the consolidation. The Press and Assessment Board

believes that the carrying value of the investments is supported by their underlying net assets.

Joint Ventures:

IELTS Inc.

Cambridge Michigan
Language Assessment
LLC

Cambridge ClassServer
LLP

Associates:

English Language
iTutoring Limited

Trusts:

Cambridge Boxhill
Language Assessment
Unit Trust

Other:

Kidaptive, Inc.

Foot note

S OONOO AW

<

Address of registered
office

825 Colorado Boulevard,
Suite 221, Los Angeles, CA
90041, USA

Argus 1 Building, 535 West
William St., Ann Arbor,
48103,

University Printing House,
Shaftesbury Road,
Cambridge, CB2 8BS, UK

Ground Floor, 3 Wellbrook
Count, Girton, Cambridge,
CB3 ONA, UK

Mezzanine, 278, Flinders
Lane, Melbourne VIC
3000, Australia

101 Redwood Shores
parkway, Suite 130,
Redwood City, CA 94065,
USA

25

Class of
share

Member

Member

Member

Ordinary

Units

Series C
Preferred
Stock

Companies limited by guarantee and exempt charities.
Company limited by guarantee and a registered charity.
Company limited by guarantee.

Companies having share capital.

Spanish non-profit foundation.

US non-profit corporation with no share capital.
Australian company limited by guarantee and holding charitable status.
Auslralian company having share capital.
Member of a UK Limited Liability Partnership.
Australian registered trust.

Percent
held

33%

65%

33%

25%

70%

<5%

Nature of
business

Examination
services

Examination
services
Examination

services

Examination
services

Trust

Investment in an
US Incorporation

Foot-
note

Foot-
note
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CAMBRIDGE ASSESSMENT GROUP

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

TRADE AND OTHER RECEIVABLES

Group Cambridge Assessment

2017 2016 2017 2016

£m £m £m £m

Trade debtors (fee debtors) 67.3 63.5 66.1 62.4
Owed by Group undertakings - - 1.5 0.2
Other debtors 0.6 2.0 0.5 1.9
Prepayments and accrued income 27.3 23.3 25.6 22.7
95.2 88.8 93.7 87.2

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Group Cambridge Assessment
2017 2016 2017 2016
£m £m £m £m
Trade creditors 12.2 19.4 8.8 13.8
Finance leases 1.3 1.2 1.3 1.2
Other taxes and social security 5.2 5.4 3.2 3.2
Other creditors 2.3 3.6 1.9 3.2
Accruals and deferred income (see below) 90.4 72.5 74.9 58.8
111.4 102.1 90.1 80.2

Deferred income is analysed as:
At 1 August 30.4 31.6 24.3 26.0
Movement in the year 1.1 (1.2) (0.3) (1.7)
At 31 July 31.5 30.4 24.0 24.3

Income is deferred in accordance with the income recognition policy (see note 3).

CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

Group Cambridge Assessment
2017 2016 2017 2016
£m £m £m £m
Amounts falling due between one and five
years:
Finance leases 2.6 3.9 2.6 3.9
2.6 3.9 2.6 3.9
Finance leases: Group and Cambridge Assessment
The future minimum finance lease payments are as follows:
2017 2016
£m £m
Not later than one year 1.5 1.4
Later than one year and not later than five years 2.7 4.2
Later than five years - -
Total gross payments 4.2 5.6
Less: finance charges (0.3) (0.5)
3.9 5.1

Carrying amount of liability

The finance lease relates to printing equipment used in the Group’s print and distribution operations. There are

no contingent rental, renewal or purchase option clauses.
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CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

POST-EMPLOYMENT BENEFITS
USS and CPS schemes

The Group participates in two defined benefit pension schemes; (i) the Universities Superannuation Scheme
("USS"), a multi-employer defined benefit pension scheme, and (ii) the Cambridge University Assistants’
Contributory Pension Scheme (“CPS"), a Group plan.

Each scheme is valued every three years by professionally qualified independent actuaries. The USS and CPS
schemes are not closed, nor are the age profiles of their active membership rising significantly.

The Group’s contributions to the USS and CPS schemes are affected by a surplus or deficit in these schemes. It
is not possible to identify the Group’s share of underlying assets and liabilities of the schemes on a consistent
and reasonable basis. Therefore, contributions are accounted for as if they were defined contribution schemes.

Cambridge Assessment is a participating employer in the USS scheme that makes agreed deficit funding
payments. A liability for these future deficit funding contributions is recognised in the Balance Sheet.

The assumptions and other data that have the most significant effect on the determination of contribution levels
are as follows:

uss

Latest actuarial valuation March 2014
Salary scale increases 4.4%
Pension increases per annum 2.6%
Market value of assets at date of last valuation £41,605m
Funding level 89%

The scheme’s trustees have determined a recovery plan to pay off the shortfall shown by the 31 March 2014
valuation by 31 March 2031; under the recovery plan Cambridge Assessment's employer contribution rate
increased from 16% to 18% of pensionable pay from 1 April 2016. The contribution rate will be reviewed as part
of each triennial valuation and may be reviewed more frequently. The triennial valuation dated 31 March 2017 is
being completed.

CPS

Latest actuarial valuation 31 July 2015
Salary scale increases 4.9%
Pension increases per annum 3.4%
Market value of assets at date of last valuation £551m
Funding level 90%

Employer’s contribution rate in respect of:
Pre 31 July 2013 1 Aug 2013

onwards
Salary sacrifice - pre 2013 paying additional voluntary
contributions 28.8% 20.0%
- pre 2013 other members 25.3% 16.5%
- post 2013 members 23.3% 8.8%
Other members - pre 2013 members 20.3% 11.5%
- post 2013 members 20.3% 5.8%

Other schemes - overseas offices

Some overseas employees are members of state-managed retirement benefit schemes operated by the
respective local governments. Depending on location, the relevant subsidiary is required to contribute a specified
percentage of payroll costs to the retirement benefit schemes to fund the benefits. The only obligation of the
subsidiary involved with respect to the retirement benefit schemes is to make the specified contributions as
required by law.
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CAMBRIDGE ASSESSMENT GROUP

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

POST EMPLOYMENT BENEFITS (continued)

Total Group pension cost for the year

Employer’s contributions:

2017 2016

£m £m

USS - contributions payable 13.4 13.0
CPS 8.4 71
Other - overseas offices 0.4 0.3
222 20,4

USS - (decrease) / increase in deficit funding obligation (see below) (2.5) 3.2
19.7 23.6

At 31 July 2017, the Group and Cambridge Assessment had outstanding pension contributions amounting to

£0.6m (2016: £0.3m) and £0.5m (2016: £0.3m) respectively.

Pension scheme liabilities: USS

FRS 102 requires participating employers that make agreed deficit funding payments on a defined benefit multi-
employer plan which is accounted for as a defined contribution scheme, to recognise a liability for the future
deficit funding contributions. This has resulted in the Group recognising an initial USS pension liability of £9m on

transition to FRS 102.

The USS pension liability at 31 July 2017 was £22.4m and £18.6m for Group and Cambridge Assessment
respectively (2016: £24.4m and £20.1m respectively). See note 3.g (ii). This includes a one-off £1.4m (Group)
and £0.8m (Cambridge Assessment) release of the deficit funding obligation in the year, following an adjustment
to the USS pension deficit discount rate, from 1.75% in 2016 to 1.89% in the current year.

Movement in deficit funding obligation

At 1 August 2016

Unwinding of discount factor (finance cost)

Deficit contributions paid
Change in deficit obligation

At 31 July 2017

PROVISIONS FOR LIABILITIES

GROUP

At 1 August 2016
Amounts utilised

Unused amounts released
Additions

At 31 July 2017

CAMBRIDGE ASSESSMENT

At 1 August 2016
Amounts utilised
Additions

At 31 July 2017

Group Cambridge
Assessment

£m £m

24.4 201

0.5 0.3

(1.1) (1.0)
(1.4) (0.8)
(2.5) (1.8)

22.4 18.6
Employment Other Total
long-service £m £m
£m

0.6 0.4 1.0
(0.1) (0.1) (0.2)
(0.1) - (0.1)

0.2 1.3 1.5

0.6 1.6 2.2
Employment Other Total
long-service £m £m

£m

0.5 0.2 0.7
- (0.1) (0.1)

0.1 1.3 1.4

0.6 1.4 2.0

The employment long-service provision relates to amounts that would be due to employees in certain overseas
locations when they leave employment. Other provisions mainly related to dilapidations.
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CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

INCOME AND EXPENDITURE RESERVE - ENDOWMENT RESERVE

GROUP and CAMBRIDGE ASSESSMENT

2017 2016

£m £m

At 1 August 6.5 5.4

Income receivable from endowment asset investments 0.2 0.2

Expenditure (0.2) (0.3)

5.5 53

Increase in market value of investments 0.6 0.2

At 31 July 6.1 5.5
Representing

WMEB Fund 6.0 5.4

Scholarship funds 0.1 0.1

6.1 5.5

The WMEB Fund is a trust fund created from assets transferred from the West Midlands Examinations Board.
The restricted fund was created to promote and develop examinations administered by OCR and to provide
bursaries and prizes in the West Midlands area.

Scholarship funds are restricted amounts of money left to Cambridge Assessment to give to students for prizes or
awards.

OPERATING LEASES

The Group and Cambridge Assessment had the following future minimum lease payments under non-cancellable
operating leases for each of the following periods:

Group Cambridge Assessment
2017 2016 2017 2016
£m £m £m £m
Payments due:

Not later than one year 1.9 25 0.9 1.3
Later than one year and not later than five 1.9 2.6 1.1 1.9

years
Later than five years 0.5 0.5 0.5 0.5
4.3 5.6 2.5 3.7

FORWARD CURRENCY CONTRACTS

As at 31 July 2017, the Group had forward exchange contracts for the sale of €25m (2016: €30.0m). The fair
value of these contracts, included within other creditors as at 31 July 2017, amounted to £0.5m (2016: £1.8m).

CAPITAL COMMITMENTS

There were £36.0m (2016: £114.8m) capital commitments for Cambridge Assessment and the Group as at
31 July 2017 in respect of construction projects, equipment and computer software.

CONTINGENT LIABILITIES

There were no (2016: £nil) material contingent liabilities as at 31 July 2017.
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CAMBRIDGE ASSESSMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 JULY 2017

RELATED PARTY TRANSACTIONS

The Group has taken advantage of the exemption allowed under FRS 102 paragraph 33.1A, not to disclose
transactions or balances with other entities that are wholly-owned within the University of Cambridge group.

During the year, the Group entered into the following transactions with related parties

A total of £1.4m (2016: £1.08m) was payable to Colleges of the University in respect of rent, venue hire and
scholarships. At 31 July 2017, £0.03m was owed to the Colleges (2016: £0.03m). The balance owed is
unsecured and interest free.

£nil (2016: £0.09m) was paid to the Cambridge Commonwealth, European and International Trust, a charity
linked to the University of Cambridge, in respect of scholarships.

The Group paid £0.25m (2016: £0.29m) to the Joint Council for Qualifications CIC (“JCQ"), a not-for-profit
Community Interest Company of which OCR is a member, for subscriptions and services. At 31 July 2017,
£0.02m was due to JCQ (2016: £0.02m owed by JCQ). The balance owed is unsecured and interest free.

As more fully described in the Corporate Governance and Internal Control Statement, the Syndics are entitled to
an annual honorarium of £6,000. In 2017, eleven (2016: eleven) Syndics received total honorarium of £61,500
(2016: £62,500) from the Group. During the year total fee of £1,828 (2016: £1,030) was paid to three (2016: one)
trustees in respect of examination services. No further remuneration was paid to the Syndics or to any connected
persons (2016: £nil). Travel expenses of £886 (2016: £1,219) were payable to four (2016: five) Syndics. At 31
July 2017, £nil was owed to Syndics (2016: £49). The 2016 balance owed is unsecured and interest free.

All related party transactions were subject to Cambridge Assessment'’s standard payment terms and conditions.

ULTIMATE PARENT UNDERTAKING

The ultimate parent undertaking and ultimate controlling party is the University of Cambridge.

Cambridge Assessment is a constituent part of the University of Cambridge. It is governed by the Statutes and
Ordinances of the University. The results of Cambridge Assessment are consolidated into the financial

statements of the University of Cambridge, which may be obtained from the Cambridge University Reporter,
Cambridge University Press Bookshop,1 Trinity Street, Cambridge CB2 1SZ, United Kingdom.
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