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Executive Chairman’s

Statement

The past year has been challenging for RM resulting in significant
changes throughout the Group The impact of the market
environment, reversing from an extended penod of increasing
expenditure on education 1o a severe hightening of public sector
budgets, became very apparent during this tme In recent years,
while recogrusing that the market was changing, the seventy of
the changes was not fully appreciated by the business,
exacerbated by the continuing positive effect of the Bullding
Schools for the Future “BSF”) programme which mitigated the
effects of the slow down This situation was compounded by an
unsuccessful intemational expansion programme ond o lack of
mnnovation in recent years, whereby few new growth opportunities
in the core UK market were created to offset the foreseeable
decline In BSF

Consequently a strategic review was undertaken dunng the
summer of 2011 which concluded that RM should concentrate on
its core UK education market, restructure into four operating
dmsions, dispose of @ number of business operations and
integrate the remaining activiiies more fully In addiion, it became
apparent that o greater emphasis on working capital
management was required in some areas and a significant cost
reduchon programme was necessary The resulting aclions were
primanly undertaken dunng the autumn, including the disposal of
the Group’s US hardware business and the Ausiraian operotions
before the penod end, followed by the sale of the DACTA/Lego
and AMI {Easytrace} businesses since the penod end The i5I1S
business i1s currently held for sale and the Group will, in due
course, seek fo realise s 25% holding in Inclusive All of the
operations to be exited were either loss-making or of marginal
profitability dunng 2011 and, together with the redundancy/
restructuning programme and a general hghtening of cost
controls, a substantial reduchion in the Group’s cost base has
been achieved The restructunng resulted in @ number of charges
being incurred i the 2011 financial year, including the cost of the
redundancy programme, Gn onerous property provision ansing
from the dlosure and consolidation of a number of office facilities
and impairment of goodwill, intangibles and investments In
addihion, provisions relating to overdue debtors and slow-moving
inventory have been reviewed in hight of the current market
condifions

Despite this challenging environment, RM's underlying business
remains profitable, reporting £10 0 million of adjusted operching
profit for the 14 month penod {2010 £22 6 million for the ¥2 month
penod) and generating cash from operations of £24 8 miltion
(2010 £23 7 millon) The increased focus on working capital,
together with the disposal programme, have resulted in o
significant )improvement in the Group’s cash position, such that
cash and cash equivalents at 30 November 201 were £24 5
million {30 September 2010 £13 8 million) with nef funds less
deferred consideration of £11 3 rmullion (30 September 2010 £0 5
milion), the highest penod end level since 2008

Reflecting the operating performance and the difficult market
conditions, the Board 1s recommending a reduction in the final
dmdend to 1 53 pence per share, making a tetal of 3 00 pence
per share for the penod {2010 total of 6 64 pence) Subject to
shareholder approval, the final dwvidend will be payable on 13
Apnl 2012 to shareholders on the register at the close of business
on 16 March 2012

The actions taken have stabilised the Group and have established
a stronger platform for the future Furthermare, despite the
market environment and the internal organisational changes, RM
has maintained its unparalieled pesihon in the UK education
market which 1s a reflection of the resilence and commitment of
the management and staff throughout the Group Looking to the
future, there are already severa! iInnovative new opportunities
being evaluated which, in the medum term, provide potental to
leverage the unique refationship between RM and its customer
base Such creativity and innovation, based on a more robust
foundation and a leading market position, offers an exciting
opportunity for the future

Review of Operations

In order fo provide maximum transparency for shareholders, the
review of operations below provides information on both the
three dwision structure under which the Group operated in 2011,
on a 14 month basis and a comparative 12 month basis, in
accordance with siatutory reporting, together with the new four
dmision structure which became effective on 1 December 2011, the
start of the 2012 financial year An explanation of the changes to
the business structure is also provided

BUSINESS REVIEW

FANANCIAL STATEMENTS
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BUSINESS REVIEW

Executive Chairman’s

Stateme nt continued

Learning Technologies

The Learning Technologies dvision was severely affecied by the
market condifions and expenenced a very difficult year with
revenue faling in all categones Overall revenue declined by 21 1%
from November 2010 to November 201, cormpnsing a dechine of
16 6% in the UK and o 67 6% decline in the USA

For the 14 month penod to 30 November 2011, the Learning
Technologies dmision reported an adjusted operating profit of £5 4
million on revenue of £243 0 million (2010 adjusted operating profit
of £10 5 million on revenue of £274 0 millon for the 12 month
penod to 30 Septernber 2010) For the 12 month penod 1o 30
November 201, the Learming Technologies dwvision reporied an
adjusted operating profit of £8 7 million on revenue of £214 4
milllon compared 1o the 12 month penod to 30 November 2010
when operating profit was £9 7 mallion on revenue of £271 8
million Included in the 2011 results are the losses associated with
the USA, Australian and AMI businesses and an increased
provision for overdue debtors, parhally offset by reductions in
warranty and related prowisions in the first half of the yeor In
addition, due fo s relative size, the Learning Technologies dmision
was the major beneficiary of the Group not paying senior
management and other profit related bonuses for the penod

The operations of the Learning Technologies division compnsed

¢ RM-branded and third-party computing products, together
with maintenance and warranty and other third-party
classroom equipment, all of which transferred 1o the new
Education Technology civision (n 201, these admties
expenenced difficult market condifions with revenue declining
by approximately 11% on a comparable basis [November
2010 to November 2011},

o  Network Solutions, Internet Hosting and related services,
which also transferred to the new Education Technology
divsion, suffered from the market conditions and declined by
approximately 13% on a comparable basis,

e The Group’s BSF end managed service contracls reported a
revenue decline of approximately 18% on a comparable
basis due to the scheduled rofl-out of BSF implementations
These activities operate under o different business model
with long term contract accounting and therefore, following
the strategic review, a new Managed Services division was
established through which this business will be reported for
FY 12,

e The School Managernent Systems and Learrung Platform
software businesses, which transferred to the new Education
Software dmsion, declined by approximately 14% on a
comparable basis, and

s The USA hardware and Australian business operations were
sold n October and November 2011 respectively, with AMI
{Easylracel being sold in January 2012  The USA software
business and the AMI Ranger network management
business are being retained by the Group, with the former
transferring to the new Software dvision and the latter
transferring to the Network Solutions business within the
Education Technology division

Education Resources

The Education Resources division comprised a dversity of
businesses which opercted as independent business units in
2011 Although the TTS business has dominated the results of this
dmsion for a number of years, the weaker performance of some
of the smaller operations has been an impediment to the
reporied figures for the dmsion and the success of TTS has not
therefore been recognised historically In fact, despite the
detenorating market environment, TTS reported grewth in revenue
of approximately 4% on a comparable basis However inventory
and supply chain management require further improvement and
increasing return on capital is a key focus for 2012

For the 14 month perod to 30 November 2011, the Education

Resources dwision reporied an adjusted operating profit of £3 0

rnithon on revenue of £83 9 million {2010 adjusted operating

profit of £9 2 million on revenue of £83 3 million for the 12 month

pertod to 30 September 2010} For the 12 month penod to 30

November 2011, the Education Resources dmsion reported an

ad|usted operating profit of £3 9 million on revenue of £74 4

million compared to the 12 month penod to 30 November 2010

when adjusted operating profit was £8 8 million on revenue of

£81 6 milllon Included in the 2011 results are the losses

asscoated with the DACTA business, an increased provision

against slow-moving inventory and provisions taken agamst

some OEM partner software contracts where payment for licence

royalhes was not received in 2011 or 1s considered 1o be at nisk In

the Light of greater payment nsks in the current market, the Board

has now adopted a more conservative approoach to revenue |
recognrtion on such contracts !
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Following the pernod end, in January 2012, the DACTA business
and the Group's Investment in Lego Education Europe were sold
In addition, a sale process for Isis, which prowvides classroom
furniture, 1s currently underway The Lightbox business, providing
software publishing and contract services, was included in the
Educahion Resources dwsion in 2011 but transferred 1o the new
Education Software division In the new structure As o resull, the
new Education Resources dvision retains TTS and RM-Spacekraft,
a small, speciahst business which supplies producis and services
for Special EQucational Needs environments

Assessment and Data

The Assessment and Data dvision had @ mixed performance in the
penod, with the Assessment Services business expenencing only a
modest decline in revenue and winming a number of new contracts
for e-marking services However the Data Solutions actvities
expenenced a more challenging penod when compared to the
pnor year which benefited from some large one-off projects

For the 14 month pencd to 30 Novernber 2011, the Assessment
and Dota dmsion reported an adjusted operating profit of £1 6
milhon on revenue of £23 9 million (2010 adjusted operating
profit of £3 0 milhon on revenue of £22 9 million for the 12 month
penod to 30 September 2010) For the 12 month penad to 30
November 2011, the division reported an adjusted operating profit
of £1 6 million on revenue of £21 3 milkon compared to the 12
month peniod te 30 November 2010 when adjusied operating
profit was £2 9 million on revenue of £22 7 million Included
within the 2011 results is a £1 4 million write-off associated with
development work undertaken on a partnership basis which had
previously been included in work in progress

RM India

The Group’s operghon in Tnvandrum, India, RM Education
Solutions India ["RMESH), was established in 2003 and had 476
employees at penod end For the 14 month penod ending 30
Novernber 2011, the total cost of RMES! was £6 2 milhon

RMESI provides services solely to RM Group companies
Approximately 55% of RMESI employees are engaged in software
development for the operating dwsions, and 18% in customer and
operattonal suppert with the remainder providing back office
shared service support (e g customer order entry, IT, finance and
HR) and admunistration

www.rmeducation com a3

2012 Organisation Structure

As RM enters the new year, the Group has been restructured into
four operating dmsions, each with a Managing Director and
monagement team Wherever appropriate, staff functions are
provided by a central serce in order to benefit from economies
of scale and consistency across the Group In addition
approximately 20% of the Group headcount is based in RMESI in
India, providing support serices and software development to
the operating dmisions

In order to provide an understanding of the Group in the new
structure, the followng commentary and figures reflect the twelve
month penod to 30 November 2011 {"Nov-2011°), net the 14 month
statutory penod The figures stated below provide a proforma
estimate and do not reflect the organisation structures in place
durnng the period, since the new organisation was infroduced at
the start of the 2012 financial year

Education Technology

The Educahion Technology division 1s a UK-focused business
supplying IT hardware, networks, internet services and related
installation and support In the Nov-2011 financial year, on a
pro-forma basis, the division’s continuing operations would have
reported revenue of £125 7 mithon in FN2, revenue from the
dmision 1s anticipated to decline as budget reduchions continue to
impact negatively on IT expenditure in schools Margins are also
anticipated to remain ynder pressure In terms of seasonality, the
Education Technology hardware and network businesses,
together with related services, operate at ¢ broadly consistent
level throughout three-quarters of the year with o significant
seasonal increase over the summer, while the internet hoshing
business 1s relatively constant throughout the year

The Education Technelogy dwision compnises four main operating
areos, namely Hardware, Network Solutions, Internet Hosting and
Support services

GOVERNANCE BUSINESS REVIEW

FINANCIAL STATEMENTS
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BUSINESS REVIEW

Executive Chairman’s

Statement continued

*  Revenue denved from Hardware (RM-branded and third-party
computing products, together with maintenance and warranty
and other thurd-party classrocm equipment) would have
accounted for approximately 62% of the dvision’s revenue In
Nov-2011 The RM-branded computer product shipments
continue to decline, parhally offset by growth n third-party
products, which due to the lower margin on third-party products
has an mpact an overall gross margins In the curent market,
both revenue and gross margmns for hardware products are
anhapated to remain under pressure in the year ahead

e  Network Solutions, which prowides network managemens
software to approximately 5,700 schools, would have
coninbuted approximately 10% of the dwision’s revenue in
Nov-2011 and revenue 1s anticipated to decline in FY12 While
gross margins in this business in FY12 should benefit from BSF
projects coming on siream, urkerdying gross margins may
experience continued pressure

e The Internet Hosting Group, where RM has a strong posiion as
a service provider to approximately 8,000 schools, would have
contnbuted 16% of the Education Technology dmsion revenue in
Nov-2011 and 1s antapated to be broadly flat in the year chead
but with pressure an margins consistentt with market trends for
internet services

e The remaining revenue of the Education Technology dvision
is denived from associated support services

While the Education Technology division 1s anticipated 1o have the
lowest cperating margtns in the new Group structure, at rates
comparable to other UK hardware-onented businesses, the
division has a greater strategic importance fo the RM Group as
the major sales channel to UK schools and provides products and
services fo the Managed Services dvision

Managed Services

The Managed Services dvision compnses implementaton,
management and support of IT infrastructure within schools and
colleges, including the BSF contracts In the Nov-2011 financaal
year, on a pro-forma basis, the dwsion would have reported
revenue of £61 5 milkon This dvision hos a serwce-based
revenue stream which, excluding BSF, should be less sensitive to
market vanability and seasonality than product-based
businesses However, the BSF programme drives a substanhial
summer seasonality due to the requirement for school
installations dunng the summer holidays and 1s subject o leng
term project accounting

The dwision has approximately 30 contracts covenng over 750
schools and colleges, including BSF and PFl confracts, which
consist of multi-year support arrangements Resources are
geographically aligned to the schools, often with parmanent
on-site staff The BSF contracts provide milestone receipis for the
implementation of copital equipment followed by typically five
years of managed service fees The PFl contracts consist of
copital Investment in equipment and software, typically combined
with a five year managed service The dmsion also services @
number of smaller contracis which vary In durahion from single
year extensions fo contracts of five years or more

Following another successful summer implementation penod, BSF
contract activities would have accounted for approximately 65%
of the dwvision’s revenue in Nov-201 and 1s therefore a material
influence on near term performance Due to the contract roll-out
schedule, it 1s anticipated that BSF revenue will peak in 2012 but
will decline significantly thereafter with only modest revenue from
BSF implementations after 2014 in cash ferms however, a cash
nflow 1s anticipated in 2013 and 2014 due 1o the working caprtal
profile of the BSF implementations, although this 1s partially offset
by contractual obligatons for proviston of technology refresh
programmes

While the completion of the BSF programme creates challenges
for the Managed Services dmsion in the future, BSF has enabled
RM to establish an efficient infrastructure to be able to ofter
competitive ouisourced IT support services to schools, which
could partially offset the reduction in future years as BSF revenues
dechne

Education Resources

Following the restructuning of the Group and the disposals, the
Educction Resources division now comprises just two operating
businesses TTS and RM-Spacekraft In the Nov-2011 financal
year, on a pro-forma basis, the division would have reported
revenue of £58 0 million, of which TTS would have cccounted for
approximately 91%
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TTS 1s @ value-added disinbution business offering a wide range
of cumiculum products and matenals o schools for both general
and deparimental use TTS has excellent market penetrahion
supplying products to approximately 90% of all primary schools
and 45% of secondary schools Despite being a disinbuhon-
onented business, TTS is a very profitable operaticn with an
outstanding customer base, although in the past, inventory and
supply chain management have not received adequate focus
with a corresponding impact on return on capital Achons are
currently In process 1o improve these areas with salisfactory
progress being made TTS expenences two seasonal cycles in
the year with peaks in February/March and August/September

RM-Spacekrafl 1s @ modest business, supplying producis and
installation services for the Special Educational Needs market The
new management feam appomted in 2010 has made good
progress in improving the financial performance of the business
over the past year, although betier mventory management offers
the potential to improve return on capuital In this business The RM-
Spacekraft business seasonality peaks in February and March
with its low pernod over the summer

Education Software

The Education Software dvision compnses Assessment Services,
Data Solutions, School Management Syslems {"SMS7, Learning
Platforms, Software Publishing induding Easteach and RM
Easimaths) and other software {excluding network-related software
which is within the Education Technology division] Distribution for
the Education Software division’s offenngs 1s through direct and
indirect sales channels and also via the Group’s other divisional
sales operations In the Nov-2011 financaial year, on a pro-forma
basis, the dmsion would have reported revenue of £38 5 million
The underlying business s less seasonal than other RM businesses
and achions have also been taken to reduce the revenue volatility of
Easiteach, although the education market for sofiware is
anticipated to remain challenging in the year ohead

The largest contributor of revenue 1o the division {approximately
36%) 1s the Assessment Services business, providing e-marking
and e-testing solutions and servces for examining boards where
RM has established a strong pesition in the UK and 1s now
building an intemational presence to offset the imiled future
growth in the UK market The first international contract was
signed dunng the past year, although it i1s antictpated that
international opportunities will evolve more as a software rather
than setvice-oriented actmty
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Data Solutions provides database-onented consuitancy solutions
and services to public sector organisations primanly, but not
exclusively, in the education sector Data Solutions expernenced
difficult year compared to 2010 when the business benefited from
some large data migration projects The business is also very
dependent on cne public sector customer and the renewal of this
contract (tender anticipated in 2012) 1s crihieal to the future of this
actvity

RM is the second largest provider of School Management Systems
in the UK, although tts market share 1s modest In recent years RM
has migrated the SMS software to a software-as-a-service
[*5aa5*) model and this approach offers schools a cost-effective
solution with the ability for new customers o be operational in a
very short pencd of time

Learning Platforms, prowiding on-line teaching and learning
environments for a school or education authonty, were previously
considered to be a growth area enabling school-parent-pupit
interachon However, with ightening of education budgeis the
product category has proven fo be subject to budget cuts with a
major existing customer in Scotland indicating that it wall not
re-procure the exishng serice after the end of the current contract
In September 20012  Furthermore, where Leaming Platforms are
being retained, the revenue per pupil 1s under significant pressure

RM Easiteach products are typically bundled with inferaciive
whitebocrds or similar devices such as projectors with a current
installed base of approximately 350,000 Since the UK education
sector has a high penetration of interactive whiteboards in
schools, the prirmary market opporiunity for Easiteach 1s for
disinbution on a licence royalty model through third-party
suppliers of interactive hardware in the infernational market The
timing and recognihion of such hcence contracts has historically
exacerbated the seasonality of the Group’s profitability and
collectability of hicence royalty payments has sometimes been
difficult As a result, a more conservative approach has now been
adopted

The next generation of the dmston’s maths product, RM
Easimaths, was launched in January as a hosted service for
schools and 1s being promoted as the upgrade to the current RM
Maths product which is currenily installed in approximately 4,000
schools In parallel, the remaming portfolio of curnculum software
products has been reviewed and a number of minor product lines
are being phased out in the year ahead

GOVERNANCE BUSINESS REVIEW

FANANCIAL STATEMENTS
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BUSINESS REVIEW

Executive Chairman’s

Statement.......

Non-Recurring Charges
As indicated in the strategic review, the Group has incurred a
number of significant, non-recurring costs including

e The mparment of goodwill, acquistiion related intangible
assels, other intangible assets and investments pnncipally
ansing from the disposal programme (£12 4 million),

Loss on sale of operations {£4 4 mullion),

* Provisions for dilapidatons on leased properties ond onerous
lease contracts on surplus property (£6 0 million), and

e Restructuring costs largely relafing to the redundancy
programmes durtng the penod {£8 8 million)

Board Changes

John Lewghfield retired in May after 17 years as Chairman and |
was appointed Nen-Executive Chairman from 1 June 2011 John
windeler and Sir Tim Brighouse rehred in October 2011 and
November 2011 respectively each having completed nine years as
Non-Executive Directors of RM Sir Bryan Carsberg has dlso
adwised the Board that he will not be standing for re-election at
the forthcorming annuat general meetng, having been a Non-
Executive Director and Chairman of the Audit Committee for over
nine years

Following the strategic review and after 13 years with RM, in
October 2011, Terry Sweeney resigned as Chief Executive Officer to
pursue his career outside of the Group Subsequent to the penod
end, after 21 years with the Group, Rob Sus deaded that it was
now the nght time for him to leave the Group

The Board would hke 1o acknowledge the coninbution of all of
these Directors and thank them for their long service to RM

In addition to my appointment as Chairman (subsaquently
becoming Executive Chairman in October 2011), Deena Mattar
was appointed a Non-Executive Director in June 2011 and will take
over the chair of the Audit Commuttee following the annual
general meeting, and Lord Andrew Adonis was oppointed
Non-Executive Director in October 2011

Summary

In summary, 2011 has been a difficult penod for the Group
Nevertheless, it 1s a credit o RM management and staff that they
have shown resilience and commitment to the restructunng and
recovery programme and the Group 1s now looking to the future

The operational restructuring of the Group 1s now atmost
complete and provides a more balanced structure with each
dwision being more focused and having a clear strategy While
the Board anticipates that the difficult market conditions will
conhnue for the foreseeable future, the Group’s BSF contract
profile provides some resilience in 2012, although the anticipated
dechkne in 2013 and 2014 1s matenal However, the leaner
organisation and reduced cost base prowide a more robust
platform to manage the challenges aheod, supported by a strong
cash posihon and increased emphasis on working capital
management

Notwithstanding afl of the challenges, RM retains an unparalieled
market position in the UK education sector and this brand
presence offers considerable opportunities for the Group RM (s
now moving forward and 1s actively pursuing new iniatives to
restore growth in the medium term While cautious regarding
near-term expectations, particularly in the ongoing public sector
chimate, the Board remains optimistic and ambitious for the future
of RM

Martyn Ratdiffe
Executive Chairman
6 February 2012
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Financial Performance &

Chief Financial Officer’s Report

As previously announced, RM has changed its financtal year end
from 30 September to 30 November This separates both annual
financial year planning and financial year end activity

from the busiest operational penod of the Group’s year As a
result, the financiol statements are for the 14 month period to 30
November 2011 However o aid year-on-year compansons,
proforma information for the 12 months to 30 November 2010 and
2011 1s also provided

To provide a befter guide to underlying business performance, the
income statement amortisation charges relating o acquisition
related infangible assets, goodwall and other asset impairment
charges, exceptional pension credits, redundancy costs, share-
based payment charges and movements in property related
provisions have been disclosed in the adjustments column in the
income statement fo give "Adjusted’ results In previous years,
share-based payment charges and redundancy costs (except
those incurred as part of a major excephonal programme as with
the end of BSF had been included in odjusted operahing profits
The comparative figures have therefore been restated on a
consistent basis

Group revenues for the 14 months o 30 November 2011 were
£350 8 milhon (2010 £380 1 million} Proforma revenues were
£310 1 mullion for the 12 months to 30 November 2011 a decline of
17 6% from the corresponding penod in 2010

The Group incurred an unadjusted loss before tax of £23 4 million
for the 14 months to 30 November 2011 (2010 profit of £23 9
millon} This loss was after significant non-recurring costs, most
of which derived from the implementation of the strategic review
set out In the Executive Chairman's statement, including a

£12 4 million charge for the impairment of the value of goodwaill
and intangible assets, a £4 4 million loss on the sale of
operahons, £6 0 million increase i property related provisions
and £8 8 million of restructuring costs, pnincipally related to
redundancy payments

Ad\usted operating profit for the 14 months 1o 30 November 2011
was £10 0 milion Adjusted operating profit for the 12 months to
30 Novernber declined te £14 ¥ milhon from £21 4 mullion in the
corresponding penod in 2010 Ad|usted operating profit margins
decreased from 5 7% in the year to 30 November 2010 to 4 6% In
the year to 30 November 2011

The total tax credit for the 14 months to 30 Novernber 2011 was
£0 3 million {2010 charge of £5 8 million) The Group’s tax credit
for the 14 months to 30 November 201}, measured as a
percentage of profit/loss before tax, was 1% (2010 24% tax
charge} This tax rate has been below the standard UK
corporation tax rate for a number of years, principally due to the
benefit the Group gains from enhanced tax deductions on
qualifying research & development actvities In addifion many of
the losses incurred as a result of actions following the strategic
review, such as goodwill mparments, are not tax deductible and
some tax losses in overseas junsdichons have not been
recoghised

Adjusted basic and diluted earnings per share declined to 7 3p
for the 14 months to 30 Novernber 2011 (2010 18 8p) Refleciing
the detenoration in the market and trading performance, total
dividend (paid and proposed) has been reduced to 3 00p per
share (2010 6 64p) This compnses an already paid intenm
dividend of 1 47p per share, and, subject to shareholder approval,
o proposed final dvidend of 1 53p per share The estimated total
cost of dividends patd and proposed for 2011 1s £2 7 million (2010
£6 1 million)

Average Group headcount for the 14 month penod was 2,799
(2010 2,864} At 30 November 2011 headcount was 2,358 a 17%
reduction from 2,855 on 30 November 2010 The Navember 2011
headcount comprises 2,113 permanent and 245 temporary or
contract staff, of which 1,865 were located in the UK, 476 m India
and 17 in other locations

BUSINESS REVIEW

FINANCIAL STATEMENTS
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BUSINESS REVIEW

Group Financial Performance &
Chief Financial Officer’s Report.....

Despite challenging trading conditions, cash generated by
operations for the 14 months to 30 November 2011 was £24 8
milhon (2010 £23 7 million) In addion, proceeds from the US
and Australian businesses sold in the penod totalled £3 8 million
As aresult, cash and cash equivalents at 30 November 2011
improved significantly to £24 5 million {30 September 2010

£13 8m) and net funds less deferred consideration at 30
November 2011 were £11 3 million, compared fo £0 5 million at 30
September 2010 and £(15 7} million at 30 November 2010
Seasonal cash flows reach a low point aver the peak summer
perod and the moaximum bank overdraft reached £11 8 millkon in
the penod {2010 £26 8 million)

In order to strengthen the Group’s financing structure, in January,
the Greup signed a £30 million unsecured revolving credit facility
with Barcdays bank, commutted until 27 March 2015 Together with
an existing £3 rmflilon annual Barclays overdraft these facilies will
replace the uncommitted US $39 5 million HSBC sterling dealing
line and commutted £25 milion acquisihon facility (of which £13
million had been drawn at 30 November 2011) The principal
financial covenants remain at 2 5 times Net Debt/Earnings before
Interest, Taxation, Depreciation and Amortisation (EBITDA} and

4 0 hmes interes! cover The inlerest rate over LIBOR 1s 2 75%,
which can reduce to 2 5% affer 12 months whenever Net Debt/
EBITDA falls below 0 5 times

Regarding the RM defined benefit pension scheme, this was
closed to mew enfronts in 2003 and a number of actions have
been taken in recent years to miligate the Group's exposure to the
pension habilities, including increasing member contribuhions and
introducing pensionable salary caps Following a review with the
Group’s pension adwvisors, and in order to mitigate the growth in
future habilities and to manage the nsk associated with the
Scheme, the Board has entered inte discussions with the Scheme
Trustees regarding the potential closure of the Scheme to future
accrual of benefits At 30 November 2011 the IAS 19 scheme deficit
[pre taxl was £21 2 million (30 September 2010 £12 4 million), the
increased deficit being pnmanly due to the tmpact of lower
corporate bond yields used in the calculation of the Scheme’s
habiities The next tnenmial valuation of the Scheme’s position 1s
due at 31 May 2012

lain Mcintosh
Chief Financial Cfficer
6 February 2012
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Directors’ Biographies

Martyn Ratdiffe - Executive Chairman

{n)

Martyn Ratchiffe {50) was appointed Non-Executive Chairman of
RM ple on 1 June 2011 and Executive Chairman on 25 Oclober
2011 He s also Chairman of the Nominations Committee of the
Board Mr Raicliffe has been Chairman of Microgen plc since 1998
and Chairman of Sagenha Group plc since April 2010 Pnor to
|omning Microgen, he was the senior vice-president of Dell
Computer Corporation, responsible for the Europe, Middle East
and Africa Region

lain Mdntosh - Chief Financial Officer

lamn Mclntosh FCA (48] joined RM on 30 November 2009 and
was appointed to the Board as a Direclor on 1 April 2010 Before
joining RM, he held equivalent posiions in isted and private
equity backed IT and service companies, most recently as CFO
of FTSE 250 histed Axon Group plc Mr Mcintosh initially qualified
as o Chartered Accountant and then spent four years as a
management consultant with McKinsey & Co

Lord Andrew Adonis - Independent Non-Executive Director
fal{n (n)

Lord Andrew Adorus (48) joined the RM Board on 1 October 201
He served 12 years in government as a Minister and special
adviser, including Secretary of State for Transport, Minuster for
Schools, Head of the No 10 Pelicy Unit, and senior No 10 adwiser
on education, public services and conshiutional reform Before
|omning government, he was Public Policy Editor of the Financial
Times Lord Adonis is also a Non-Executive Director of Dods
{Group} plc and a number of charitable organisations

Sir Bryan Carsberg - Independent Non-Executive Director

{a) {r) in)

Sir Bryan Carsberg (72) was appointed to the Board as a Non-
Executive Director in September 2002 He 1s a Non-Execulive
Director of Novae Group plc, a Non-Executive Direclor of Inmarsat
plc, an independent member of the Equality of Access Board of BT
Group ple, a former Direclor General of OFTEL, a former Director
General of Fair Trading and s Chairman of Council and Senior
Pro-Chancellor of Loughborough University He served as
Secretary General of the International Accounting Standards
Committee from 1996 to 2001, is a Chartered Accouniant and has
been a professor of accounting at the University of Manchester
and the London School of Economics Sir Bryan s retinng from the
Board at the forthcoming annual general meeting
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Jo Connell OBE, DL - Senior Independent Non-Executive Director
(@l i (n}

Jo Connell {63} was appaointed to the Board as a Non-Executive
Director in December 2007 Unhl 2003, she wos Managing
Director of Xansa ple, the outsourcing and technology company,
having served on the Board since 1991 Ms Connell 1s Chair of
Governors and Pro-Chancellor of the University of Hertfordshire,
Charman of Ofcom’s Adwvisory Commuttee for Older and Disabled
People, a former Non-Executive Director of THUS plc and Synstar

plc

Deena Mattar - Independent Non-Executive Director

{al {r} (0

Deena Mattar FCA {46) joined the Board on 1 June 2011 as a
Non-Executive Director and 1s to be appointed Chairman of the
Audit Commuttee after the next annual general meeting She
served as Group Finance Director of Kier Group ple from 2001 to
2010, having joined the Group in 1998 as Finance Director of Kier
National Pnor to this she held senior positions at KPMG Ms
Mattar 1s also a Non-Executive Director of Invensys plc

FINANCIAL STATEMENTS

Sir Mike Tomlinson — Independent Non-Execulive Director

lal rk (n)

Sir Mike Tembinson (69) was appointed 1o the Board as a Non-
Executive Director in February 2004 and is also Chairman of the
Remuneraton Commuittee He 1s one of the UK's leading
educahonalists and formerly chaired the Department for
Education and Skills Working Group on educational reform for 14
to 19-year olds and was Her Majesty’s Chief Inspector for Schocls
from December 2000 until April 2002, dunng which time he was
responsible for the work of Ofsted He 1s Chair of Myscience,
responsible for the National and Regional Science Leaming
Centres and the National STEM Centre

- Commiftee membership as at the date of this report

{a} Audit Commiftee Member
{r} Remuneration Cornmittee Member
{n) Nominations Committee Member
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Report of the Directors

The Directors submit thewr report together with the audited
consolidated and Company financig) statements for the
14 months ended 30 November 2011

Results and Dividends

The results for the period are set out in the financial statements
and noles that appear on pages 40 10 102 As explained in the
Executive Chairman’s Statement, the Directors propose the
poyment of a final dvidend of 1 53 pence per share, making a
total of 3 00 pence per share for the pened (2010 6 64 pence}

Principal Activities

The Group's principal activitiy 1s the provision of products and
services to the UK and international education markets In the
penod covered by this report the Group's products and services
were provided through three segments Learning Technologies,
Educahon Resources and Assessment & Data The scope of these
dvisions 1s set out in the financial staternents  Following the
strategic review announced in September 2011, from 1 December
2011 the Group 15 organised in four operating dmisions as follows

Education Technology a UK-focused business supplying IT
hardware, network, internet services and related installation
and support,

Managed Services a UK-focused business providing
implementation, management and support of IT infrastruciure
in schools and colleges, including Building Schools for the
Future ("BSF*} contracts,

Education Resources a UK and international added-value
distnbution business offering a wide range of curnculum
products and materials to schools, including special
educationdl needs environments, and

&ducation Sofiware a UK and international business prowiding
assessment, data solutions, schocl management systems
{"SMST), teorring platforms and other sofiware

Review of the Business

The information that fulfils the requirements of the Business
Review con be found in the Executive Chairman’s Statement, the
Chief Financial Officer's Repor, the Audit Committee Report and
the Remuneration Committee Report which are incorporated tnto
this report by reference

The Corporate Governance Report Is incorporated into this Report
of the Directors by reference

Principal Risks and Uncertainties

The management of the business and the execution of the
Group’s sirotegy are subject to a number of nsks Risks are
reviewed by the Board and appropnate processes put In place to
monitor and mitigate thern The key business nsks for the Group
are set out n the table on pages 1110 13

Directors’ Responsibilifies Statement

The Drrectors are responsible for prepanng the Annual Repori, the
Remuneration Report and the financia! statements in accordance
with applicable UK law and regulations

UK Company laow requires the Directors to prepare financial
statements for each financial year Under that law the Directors
are required to prepare the Group financial statements in
accordance with Infernatonal Financial Reporting Standards
{IFRSs| as adopted by the European Union and have elected to
prepare the Company financial statements on the same basis
Under company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and farr
view of the state of affars of the Company and the Group and of
the profit or loss of the Group for that penod

In prepanng those financial statements, the Directors are required
o]

» select suitable accounting policies and then apply them
conststently,

e make judgemenis and esimates that are reasonable and
prudent,

e state whether applicable IFRSs as adopted by the European
Union have been followed, subject fo any matenal
departures disclosed and explained in the financial
statements, and

e prepare the financial statements on a going concern basis
unless i 15 inappropriate to presume that the Group and the
Company will continue in business

The Directors are responsible for keeping proper accounting
reccrds that are sufficient to show and explain the Company’s
fransachons and discose with reasonable accuracy at any time the
finanaia! poson of the Company and to enable them fo ensure
that the finanaiol statements comply with the Companies Acl 2006
They are also respensible for safeguarding the assets of the Group
and hence for taking reasonable steps for the preventon and
detection of fraud and other iregulanties
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Under applicable low and regulations, the Direciors are also
responsible for prepanng a Directors’ Report, Remuneration Report
and Corporate Governance Report that complies with that law and
those regulations

Each of the Directors, whose names and funchons are histed at the
front of this report confirm that, to the best of their knowledge

¢ the Group financial statements, which have been prepared in
accordance with IFRSs, as adopled by the EU, give a true and
fair vew of the assets, labilities, finanaial position and
performance of the Group, and

www rmeducaotion com n

e the mformation contained in pages 01 to 08 of this Annuot
Report includes a fair review of the development and
performance of the business and the position of the Group,
together with a description of the principal nsks and
uncerfainties that it faces

A copy of the Group's financial statements i1s posted on the
Group’s website www rmeducation com The Directors are
responsible for the maintenance and integnty of the Company’s
website and the financal information included in the website
Information published on the website is accessible in many
countnes with differing legal requirements but only legislation in
the United Kingdem governing the preparation and dissemination
of financial statements applies to the Group

Principal Risks and
Uncertainties Table
Risk Mitigation
Public Policy The majonty of RM’s business is funded The Group seeks to understand the

from government sources Changes in
politcal administration, or changes in

educaticn policy environment by reqular
monitoring of policy posiions and by

policy priorhes, might result In a reduction  building relationships with education policy

in education spending

makers

Global economic conditions might result In - The Group seeks to increase the diversity of
a reduction in budgets available for public  its revenue streams by developing a broad

spending generally and education

spending specifically

product and service portfolio

Education practice

Educational practices and prionties may
change and, as a result, RM's products
and services may no longer meet
customer requirements

The Group seeks to maintain a deep level of
knowledge of current education practice and
priorthies by maintaining close relationships
with customers

Compethion in IT markets and intemational  The IT hardware market 1s subject to
intense global competiion RM has to
react fo continual average selling price

supply chain

The Group seeks to reduce its exposure to
commodity hardware sales and has a
programme of foreign exchange hedging

reductions and margin pressures, aswell  actvity
as to US Dollar rate fluctuahions

Operational Execution

RM provides sophusticated products and
services, which require a high leve! of

The Group invests in maintaining a high level
of technical expertise The Group has in

technical expertise to develop and support, place a renge of customer satisfaction

and on which its customers place a high

level of reliance

programmes, which incdludes management
processes designed fo address the causes of
customers’ dissatisfaction

RM 15 engaged in the delivery of large,

multi-year education projecs, typically

Interna! management control processes are

involving the development and integraiton  In place to govern the delivery of education

of complex ICT systems, and may have
labihty for fallure to deliver on ime

projecis, including regular reviews by
Operating and Group Boards

GOVERNANCE BUSINESS REVIEW

FINANCIAL STATEMENTS
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Report of the Directors continued

Risk

Mitigation

Product Safety RM 1s involved in the supply of elecincal
goods, physical education resources and
other products that will be used by
children of all ages and cbililes

The Group's product development processes
take account of international safety
regulations

Data and Business Confinuity RM i1s engaged in storing and processing
sensitive data {for example, exom papers
and scnpts, and school and pupil records),
where accuracy, privacy and security are

very imporiant

The Group would be significantly impacted
if as a result of a disaster one of s major
buildings, systems or infrastructure
components could not function for a tong

pencd of ime

The Group’s IS function has invested In
developing secure Data Centres, and has
been successfully cerhfied to ISO/IEC
27001 2005 for the provision of systems,
information and hosting services

The Group has established an Information
Security Committee to oversee the secunty
aspecis of the Group’s information systems
This covers data integnty and proteciion,
defence against external threots and
disaster recovery

The Group has made significant investments
in protecting tself against the consequences
of a disaster and has plans for dealing with
o disaster

The Group has comprehensive property
insurance covering all of iis properlies

People RM's business depends on highly skilled

employees

The high rate of external and internal
change expenenced by the Group has
increased the nsk of hugher staff turnover

The Group seeks to be an excellent employer
and regularly monitors the engagement of its
employees The Group has aclive talent
management, career planning and
succession planning programmes

Innovation The IT market 1s subject to rapid, and often
unpredictable, change As a result of
inappropnate technology choices, the
Group's products and services might
become unattractive to Its customer base

The Group’s continued success depends
on developing and/or sourcing a
continuous stream of innovative and
effective products for the education

market

The Group closely monitors technology
developmenis, invests continually In keeping
its products up fo date and maintains
relahionships with key technology prowiders

The Group works closely with teachers and
educators to understand opporturities and
requirements
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Financial - Foreign Exchange

The Group 1s exposed fo foreign currency

nsk with respeci to purchases of goods in

US Dollars and from its operahons in India
The Group s exposed fo counterparty nsk
on iquid assets

The Group enters into US Dollar and Indian

Rupee denominated hedging confracts with

approved banking erganisations

number of highly rated banks

Cash and cash reserves are spreod across o

Financial - Capitat

Changes in the banking environment
increase the nisk of the Group faling to
obtain adequate banking faclities to
support its financing requirements

The Group has agreed a 3 year £30 million

committed revolving credit facility with
Barclays bank

Pension

The Group operates a defined benefits
pension scheme In the UK, which 1s in
deficit

The Group’s ability to pay dmdends 1o
shareholders depends on having sufficient
distributable reserves in the holding
company, RM plc Losses incurred as a
result of significant increases in the pension
scheme deficit could impair the abiity of
RM Education plc to pay dwidends up to
RM plc

The Scheme was closed to new entranis in
2003

The financial position of the scheme 15
reviewed at least bi-annually, when
manecgemeni meets with the scheme
actuary

The Group has actively managed s
exposure to pension nsk by agreeing
changes to the scheme with members

The Group has entered into consultahon
with the trustees to close the scheme to
tuture accrual of benefits

Acquisifions

Acquisthons do not redlise the value
onginally expected

The Group carnes out analysis of potenhal
acquistions Prior 1o any acquisition an
integration plan will be developed and
reviewed regularly following completion of
the acquisition

BUSINESS REVIEW

FINANCIAL STATEMENTS
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Report of the Directors continued

Going Concern

The Directors, having made appropriate enquines, consider

that the Company and the Group have adequate resources to
conhinue In operational existence for the foreseeable future and
that therefore 1t 1s appropriate to adopt the going concern basis in
preparing the financial statements

Employment Policies

The Group 1s commutted fe offenng equal employment
opporfunities and its policies are designed to atiract, retain and
motivate the best staff regardless of sex, race, religion, age or
disability The Group gives proper consideration 1o applications for
employment when these are received from disabled persons and
will employ them in posts whenever sutable vacancies anse
Employees who become disabled will be retained whenever
possible through retraming, use of appropnate technology and
making available suttable alternative employment The Group
encourages the partcipaticn of all employees in the operation and
development of the business and has a policy of regular
communications The Group Incentivises employees and senior
management through the payment of bonuses linked to
performance objechives, fogether with the other components of
remuneration detailed in the Remuneration Report The Group has
a wide range of other writien policies, designed 1o ensure thot it
operates i a legal and ethical manner These include pokcies
related to hedlth and safety, ‘whistle blewing’, ant bribery and
corruphion, gnevance, career planning, parental leave, sabbatical,
systemns and network secunity All of RM's employment policies are
published internally

Environmental Policy

The Group has recycling faciliies in s principal offices and use of
waste paper 1s minimised by prometing a paperless process and
downloadable software products The Group recogrises that its
actvities should be carned out in an environmentally fnendly

manner and therefore aims to

s comply with relevant environmental fegisiation,

e reduce waste and, where practicable, reuse and recycle
consumables,

s dispose of non-recyclable items in an environmentally
fnendly manner,

o minimise the consumption of energy and resources in the
Group's operations, and

s reduce the environmental impact of the Group’s activihies and
where possible increase the procurement of environmentally
frendly products

Health and Safety

The Group adopts a health and safety policy which 1s designed to
provide and mamntain safe and healthy working condiens for all
employees Appropnate information, fratning and supenasion are
provided by the Group to support this policy

Donations

The Group made vanous chantable donations totalling £126,000
(2010 £75,000) which includes the sponsorship of the Tipton RSA
Academy amounting to £50,000 {2010 £66,000) to enable it to
utiise the Academy for marketing purposes This arrangement is
explained in more detail in note 29 fo the financial statements A
further £12,000 was given 1o locally based community support
projecis {2010 £14,000)

No pohtical donations have been made

Articles of Association

The Company’s Articles of Association are available from
Companies House In the UK, or by wriling to the Company
Secretary Amendments jo the Arhicles of Asscciation can only be
made by means of a Special Resolution at @ general meeting of
the shareholders of the Company

Substantial Shareholdings
On 2 February 2012 the Company had receved notifications that the followsng parties were interested in accordance with DTR 5
Percenlage
of lssued No of Neo of
No of Share Capital shares shares
Shareholder shares as at 2 Feb Direct Indirect
Schroders Investment Management 13,704,816 14 66% - 13,704,816
Aberforth Partners Lid 9,679,273 10 36% - 9,679,273
Aviva plc 6,805,165 728% 3,021,689 3,783,476
Standard Life Investments Ltd 5,291,557 566% 5,277,383 14,174
Invesco Lid 5,288,535 566% - 5,288,535
Legal & General Investment Management 3,440,664 368% 3,123,951 316,713
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The Takeovers Direclive

The Cormnpany has one class of share capital, ordinary shares All
the shares rank parn passu There are no special control nghts in
relation to the Company's shares As at 30 Novernber 2011 the RM
plc Employee Share Trust owned 1,942,557 ordinary shares in the
Company (2 08 per cent of the 1ssued share capitall, any voting or
other stmilar decisions relating to those shares would be taken by
the trustees, who may take account of any recommendation of
the Board of the Company

Share ophons granted to the Executive Chairman under the 2004
RM plc share ophion plan vest if there 1s o general offer for the
Company under Rule 91 of the Plan or a compulsory ccquisiion
under Rule 9 2 of the Plan and the offer price exceeds 100p
whether in cash or any other form of consideration for a penod of
20 consecutive trading days between the date of grant and 30
November 2016

The Group enters into long-term coniracts to supply ICT products
and services 1o iis customers Wherever possible, these contracts
do not have change of conirol provisions Where they do, the
change of control provisions are limited 1o giving the customer the
nght o terminate the contract without cost to the Group

In January 2012 the Group entered into a £30 million revolving
credit facility wath Barclays bank Thas facility has a change of
control provision and 1s subject 1o termination in the event of
change cf contro! of the Company

Repurchase of own shares

Al the General Meeting held on 17 January 2011 members
renewed the authonty under section 701 of the Companies Act
2006 to make market purchases on the London Stock Exchange
of up to 9,342,005 ordinary shares of 2p each, being 10% of the
issued share capital of the Company The minimum price which
may be paid for each share Is the noming! value The maximum
price which may be paid for a share s an amount equal to the
higher of (1} 5% above the average of the middle market
quotations of the Company’s ordinary shares as derved from the
London Stock Exchange Daily Official List for the 5 business days
immediately preceding the day on which such share 1s contracted
fo be purchosed and (2] the amount stipulated by Article 5(1) of
the Buy-back and Stabilisahion Regulation 2003 The Direciors will
seek 1o renew this authonty at the next annual general meeting
scheduled for 26 March 2012
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Significant Contracts

There did not exis! at any ime dunag the penod any contract
involving the Company or any of its subsidianies in which a
Drrector of the Company was or 1s matenally interested or any
contract which was either a contract of significance with a
controlling shareholder or a contract for the provision of service by
a controlling shareholder, save for one excephion as set out In the
related parties section (note 29) of the finanaial statements

Directors
Details of Directors who have held office duning the penod and up
to the date of signing these financial statements are given below

Lord Andrew Adonis
Professor Sir Tim Bnghouse
Sir Bryan Carsberg
Jo Caonnell

John Leighfield

lain Mcintosh
Deena Mattar
Martyn Ratcliffe

Rob Sirs

Terry Sweeney

Sir Mike Tomhinson
John Windeler

Mr Leighfield retired on 31 May 2011 Mr Windeler retired on 1
October 2011 Professor Sir Tim Brighouse retired on 30 November
2011 Mr Sweeney resigned as a Director, by mutual agreement,
on 24 October 2011 Mr Surs resigned as a Director for personal
reasons on 31 January 2012

Mr Raichife and Ms Mattar were appointed on 1 June 2011 and
Lord Andrew Adorus was appointed with effect from 1 October
20m

Sir Bryan Carsberg has completed over nine years as a Director
and Charman of the Audit Commitiee and, accordingly, has
adwsed the Board that he does not intend to seek re-election at
the next annual general meeling Ms Mattar 1s 1o be appotnted
Chairman of the Audit Committee following the annual general
meeling

BUSINESS REVIEW

FANANCIAL STATEMENTS
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Report of the Directors continued

Biographical details of the current Directors are given on page 09
As stated at the last annual general meeting, ot the forthcoming
annual general meeting all continuing Directors will stand for
re-election in accordance with best practice and guidance set out
in The UK Corporate Governance Code 2010 as 1ssued by the
Financial Reporting Council it June 2010 (UK Corporate
Governance Code 2010%) The Direcfors who are proposed for
re-election or election have either a letter of appointment or o
service contract, details of which can be found In the
Remuneration Report

The Company has purchased and matntained throughout the
year Directors” and officers’ Labihity insurance in respect of iself
and its Directors The Directors also have the benefit of a Deed of
tndemnity in respect of hlabilies which may attach to them i therr
capacity as Directors of the Company These provisions are
qualfying third party indemmity provisions as defined by section
234 of the Companies Act 2006

Treasury and Foreign Exchange

The Group has in place appropnate freasury policies and
procedures, which are approved by the Board The treasury
function manages interest rates for both borrowings and cash
deposits for the Group and 1s also responsible for ensunng there
15 sufficient headroom against any banking covenants contained
within ifs credit facilimies, and for ensuning there are appropriate
fealhes available to meet the Group's strategic plans

In order to mitigate and manage exchange rate nsk, the Group
routinely enters injo forward contracts and conhinues to monitor
exchange rate nisk in respect of foreign currency exposures

In order to mitigate and manage inferest rate nsk the Group

has in place an interest rate hedge to manage exposure on
borrawings Inferest rate swaps are used as cash flow hedges of
future Interest payments, which have the effect of increasing the
proporhon of fixed interest debs

All these treasury policies and procedures are regularly monstored
and reviewed It 1s the Group’s policy not to undertake speculative
transactions which create additional exposures over and above
those ansing from normal tfrading activity

Creditor Payment Policy

The Group agrees ferms and condtions for s business
transachons with suppliers Paymentiis then generally made in
line with these terms, subject to the terms and conditions being
met by suppliers

Independent Auditor and Disclosure of Information to
Auditor

As far as the Directors are aware, there 1s no relevant audit
informaton (as defined by section 418(3) of the Companies Ad
2006) of which the Company’s auditor 1s unaware and each of the
Directors have taken all the steps that they ought {o have taken as
Directors in order to make themselves aware of any relevant audit
information and 1o establish that the Company's auditer is aware
of that information

The auditor, KPMG Audit Plc who was appointed during the
penod, has indicated its willingness to continue In office, and a
resolution that it be re-appointed will be proposed ct the annual
general meeting

Annual General Meeting

The forthcorming annual general meeting will be held on 26
March 2012 at 140 Milton Park, Abingdon, Oxfordshire OX14 4SE,
at a time set out in the annual general meeting notice The notice
of the annual general meeting contamns the full 1ext of resolutions
to be proposed

By Order of the Board
Andy Robson
Company Secretary

6 February 2012
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Statement of Compliance
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The Group has applied the principles set out In the UK Corporate Governance Code 2010 The Company hos complied with the UK
Corporate Governance Code 2010 throughout the 14 month penod ended 30 November 2011, other than the himited exceptions which

are noted in the table below

Compliance with the UK Corporate Governance Code 2010

Code of Best Prachce - Principles

RM Compliance Statement

A DIRECTORS

1 The Role of the Board
Every company should be headed by an effective board,
which is collectively responsible for the success of the
company

The Directors’ respeonsbilities are outlined in the Report of the
Directors The Board meets regularly on o formal basis plus
additionel ad hoc meetings as necessary

2 Division of Responsibilities
There should be a clear dwision of responsibilites at the head
of the company between the running of the board and the
executive responsibility for the running of the company’s
business No one individual should have unfetiered powers of
deaision

The role of Chairman and Chief Executive was exercised by the
same indmvdual from 25 October 2011, namely, Mr Ratcliffe We
recognise that this is out of line with best prachice The Board 1s
composed of a majonty of ndependent Non-Executive Directors
The Board wall ensure that robust governance siructures are in
place while benefiting from Mr Ratcliffe being ot the helm
Executive responsibility 1s split between the Executive Chairman
and the Dmisional Managing Directors The Executive Chairman is
primanly responsible for sirategy, corporate development and
running the Board The Dmsional Managing Directors have
specific responstbility for the Group's operating businesses

3 The Chairman
The chairman 1s responsible for the leadership of the board
and ensuring its effectiveness on all aspects of its role

The Executive Charman sets the Board’s sgenda and ensures
that adequate time 1s available for the discussion of all agenda
items The Executive Chairman promotes a culture of openness
and debate He also ensures constructive relahions between the
Executive Directors and the Nen-Executive Direclors The
Executive Chairman ensures effective communication with
shareholders

COn appointment the Executive Chairman met the independence
cniena

BUSINESS REVIEW

FANANCIAL STATEMENTS
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Corporate Governance Report continued

Code of Best Practice — Punaples

RM Compliance Statement

All directors should be able to allocate sufficient ime 1o the
company to discharge their reponsibilities effectively

4 Non-Executive Directors
As part of their role as members of a unitary board, Non- The Non-Executive Directors scrutinise the performance of
executive directors should constructively challenge and help management and monitor the reporhing of performance Ms
develop proposals on sirategy Connell has been appoinied as Senior Independent Director and
she is available to shareholders if they hoave concerns which
contact through the normal channels has falled to resolve
The Executive Chaiman holds meetings with the Non-Executive
Directors without the cther Executive Director(s) present where
considered appropnate The Sentor Independent Director meets
with the Non-Executive Directors without the Executve Chairman
being present on such occassions as she considers
appropnate
B EFFECTIVENESS
1 The Composition of the Board
The board and its commutiees should have the appropnate The Board consists of the Executive Chairman and Chief
balance of skills, experience, independence and knowledge of  Finanaial Officer plus, currently, five Non-Executive Directors All
the company to encble them to dischorge their respective of the Non-Executive Directors are considered by the Board to
duties and responsibilities effechively be independent of the management of the Company and free
from any business or other relahionship which could maternially
interfere with the exercise of thetr independent judgement The
Directors have a combination of business and educational
experise which 1s suited to the nature of the Cormpany
2 Appointments to the Board
There should be a formal, ngorous and fransparent procedure A separate Noeminations Committee comprnised of all of the
for the appointment of new directors to the board Non-Executive Directors and the Executive Charman, 15
responsible for identifying and nominating candidates to fili
Board vacancies
The Board 1s commitied to the changes o the UK Corporate
Governance Code 2010 in relation to board diversity announced
by the Finanac! Reporting Counol m Ocicber 2011 These
changes do not apply until the next financial year The Board
intends to sei measureable objectives and monitor progress on
diversity including gender)
3 Commitment

The Board ensures that on appointment and thereafter all
Direciors have sufficient ime to camy out their duties
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The board should establish forma) and transparent
arrangements for considenng how they should apply the
corperate reporting and nsk management and internal control
principles and for maintaiming an appropnate relahonship with
the company’s audrtor

4 Development
All directors should receve induchion on joining the board and ~ All Non-Executive Directors recerve an induchion on joining the
should regularly update and refresh therr skills and Board All Non-Executive Directors have extensive expenence
knowledge and possess relevant and updated skills ond knowledge o
pertorm their duties
5 Informgation and Support
The board should be supphed in a timely manor with The Board 1s supplied with management accounts and detailed
information in a form and of a quality appropnate to enable it operational reviews prior to each meeting
to discharge its duhes b
All Directors have access to the advice and services of the
Company Secretary or suitably qualified aliernative, and all the
Directors are able 1o take independent professional advice, if
necessary, at the Company’s expense
6 Evaludtion
The boord should underiake a formal and ngorous evaluation  Evaluation 1s an ongoing process A performance evaluation 1s
of its own performance and that of ts committees and undertaken for all Directors from hme to ttme The Chief
indvidual directors Financial Officer receives an annual performance appraisal as
part of the Sensor Management Bonus Scheme The performace
of each Board Commitiee 1s reviewed on an annual basis The
performance of the Executive Chairman 1s assessed by the
Non-Executive Directors led by the Senior Independent Birector
The performance of the Chief Financial Officer 1s assessed by
the Executive Charrman
7 Re-elechon
All directors should be submitted for re-election ot regular Non-Executive Directors are appointed for specific terms subject
intervals, subject to continued satisfactory performance to annual re-election
C ACCOUNTABILITY
1 Financial and Business Reporting
The board should present a balanced and understandable In prepanng the annual report to shareheclders the Directors
assessment of the company’s position and prospects seek to present a summarised but balanced and easily
understood assessment of the Group’s performance and
provide guidance on iis future prospects
2 Risk Management and Infernal Control
The beard 1s responsible for determining the nature and The Company operates a nsk management and internal control
extent of the significant nisks 11 1s willing to take in achieving its ~ process whuch 1s reviewed af least on an annual basis by the
strategic objectives The board should maintatn sound risk Audit Committee and endorsed by the Board
management and internal control systems
3 Audit Committee and Auditor

Effective Ociober 2011 the Audit Committee 1s compnsed of
Non-Executive Directors and meets ot least three times a year
The Executive Chairman and Chief Financial Officer are invited fo
attend The Audit Commiitee meets separately with the
Company’s auditer without the other Directors present  Further
details are set out In the Audit Commutiee Report

GOVERNANCE BUSINESS REVIEW
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D REMUNERATION

1 The Level and Components of Remuneration
Levels of remuneration should be sufficient to atiract, retain
and motivate directors of the quality required to run the
company successfully, but a company should avoid paying
more than is necessary for this purpose A significant
proportion of executive directors’ remuneration should be
structured so as to link rewards to comporate and indmidual
performance

The Chief Ainancial Officer’s remuneration consists of basic
salary and a vanable annual bonus Basic salanes are reviewed
annually in the light of indmdual performance and market
compansons for similar jobs Annual bonus may be paid, at the
sole discretion of the Remuneration Commifiee, at a target leve!
of up fo 50% with an overall cap of 100% of basic salary The
annual bonus payment is determined on the basis of indmidual
and Company performance In addition there are long term
incentive schemes in place as detailed in the Remuneration
Report These long term incentive schemes include the
Performance $hare Plon and Share Option Plans

The remuneration of the Executive Charmein's comprnises a base
salary and share ophions only His remuneration is reviewed
annhually by the Remuneration Committee in hight of
performance and market comparnsons The Executive
Chairman does not receive any other benefits or participate in
the annual bonus scheme Any bonus 1s entirely ot the
discretion of the Remuneration Committee and would only
apply in exceptional circumstances The Executive Chaiman
was granted shore options as set out in the Report of the
Directors

As at 30 November 201! the Chief Financial Officer did not hold
Non-Executive posittons with other companies for which he
receves remuneration

2 Procedure
There should be a formal and transparent procedure for
developing policy on executive remuneration and for fixing the
remuneration packages of ndmdual directors No director
shoutd be involved in deciding his or her own remuneration

Remuneration packages for indmidual Direclors are set by the
Remuneration Commitiee after, if required, recerving information
from independent sources and the Company’s Human
Resources function The Executive Chairman and Chief Financial
Officer may be iwited to attend the Committee’s meetings

E RELATIONS WITH SHAREHOLDERS

1 Dialogue with Shareholders
There should be a dialogue with shareholders based on the
mutual understanding of objectives The board as a whole has
responsibilty for ensunng that a satisfactory dialogue with
shareholders takes place

The Executive Directors meet on a regular basis with the
Company’s major shareholders Non-Executive Directors are
avallable to meet Institutional shareholders on an ad hoc basis
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All Directors make themselves available ot the annual general
meeting to respond to any queshons raised by the investors in
aftendance

2 Constructive Use of the AGM
The board should use the annual general meeting to
communicate with investors and fo encourage their
parhcipation

Board of Directors

The Board of Directors meets regularly 1o review strategic,
operationa! and finanaial matters, including proposed acquisitions
and divestments, and has a formal schedule of matters reserved
fo it for decision It approves the interim and annual financial
statements, the annual financial plan, significant contracts and
capital investment in addition to reviewing the effectiveness of the
internal control systems and business nisks faced by the Group
Where appropriate, it has delegated authonty to commitiees of
Directors

Board Committees

There ore four Board comrmittees Audit, Remuneration,
Nominations and Transactions, each of which, aport from the
Nominations Committee and Transachions Commuttee, comprises
only Non-Executive Directors

Durng the perniod, the Audit Committee was chaired by Sir Bryan
Carsberg and was compnsed solely of ndependent Non-
Executive Directors From 1 October 2011 all Non-Execulive
Directors were appointed 1o the Audit Commitiee The Audit
Committee meets at least three imes a year The Company’s
external auditer, the Executive Chairman, Chief Financial Officer,
Group Financiel Controlfler and the Head of Intemal Audit normally
aftend part of these meetings The Audit Commuittee 1s responsible
for revewing the accounting policies, internal control assessment
and the financal iInformation contained in the annual and intenm
reporis [t prowides an opporiunity for the Non-Execulive Directors
to make independent judgements and contributions thus
furthening the effecliveness of RM's internal financial controls
Further details of the Audit Committee’s activilies are given in the
Audit Committee Report The terms of reference for the Audit
Commitiee are published on www rmeducation com

Durnng the penod the Remuneration Committee was chaired by Sir
Mike Tomlinson and comprised solely independent Non-Executive
Directors From 1 October 2011 all Non-Executive Directors were
appointed fo the Remuneration Committee The Remuneration
Committee meets at leas! four mes a year Executive Directors
and senior managers may be invited to attend Committee
meetings, but will not be present dunng any discussion of thexr
own pay arrangements The Remuneration Committee sets the
remuneration of the Executive Directors and senior management
It also considers grants and performance conditions under RM's
share-based payment schemes and reviews RM’s employment
strategy generally Further details of the Remuneration
Commiitee’s activiies are given in the Remuneration Report The
terms of reference for the Remuneration Commuttee are published
on www rmeducation com

The Nominahons Committee i1s chaired by the Chairman and
included all of the iIndependent Non-Executive Directors The
Nomtnations Committee recommends to the Board candidates for
appointment as Directors It meets at least once a year, with more
frequent meetings when the Group is actively selecting Directors
The terms of reference for the Nomingtions Committee are
published on www rmeducation com

Dunng the penod, the Transachons Committee was chaired by the
Executive Chairman plus any one independent Non-Executive
Director and any one Executive Director The Transactions
Committee meets af such times as the Chairman of the
Committee requires The Transactions Commitiee approves,
enters info and authornises the execution of cll deeds and
documents and does everything that is necessary 1o give effect to
any ‘substantiat transaction” that has already been approved in
principle by the Board The terms of reference for the Transactions
Committee are published on www rmeducahion com

BUSINESS REVIEW
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Board Attendance

Detalls of the number of normal meetings of the Board, including
sub-committees and indmwidual attendances by Directors are set
out in the table below

Board Audit Remunerahon  Nominghon

Meetings  Commitiee  Commitiee  Commiitee
Number of Meetings
held in the Penod 13 4 5 2
Lord Andrew Adonis 24 - ™ -
Professor Sir Tim
Brighouse 10*2 - - 2
Sir Bryan Carsberg 13 4 5 2
Jo Connell 13 4 5 2
John Lesghfield 7% 2% 2% 1%
Deena Mottar 6% T4 3= 14
lain Mcintosh 13 a* 3% -
Martyn Raicliffe 6* Je4e7 K iand 1+
Rob Sirs 12 - 1+7 -
Terry Sweeney 12%¢ - 447 -
Sir Mike Tomlinson 13 - 5 2
John Windeler 1745 2% 24 add
*! Apponted 1 October 2011
*? Retired 30 Novemnber 201

** Refred 31 May 2011

* Appointed 1 lune 201

* Retred 1 October 2011

*¢ Resigned by mutual agreement on 24 October 2011
*7 Attendance by invitghon

Rob Sus resigned as a Director for personal reasons on 31
January 2012

The above table details attendance at scheduled meetings In
addihon fen ad hoc meetings were held

Operating Board

The Operahing Board was introduced in January 2012 ttis chaired
by the Executive Chairman and also comprises the Chief Financial
Officer and other senior managers within the Group The
Operating Board normally meets on a monthly basis to discuss
policy and operational 1ssues Those 1ssues outside the delegated
authoniy levels are referred to the Group Board for its deaiston Al
Non-Executive Directors are invited to attend the Operating Board

Relations with Shareholders

In order o maintain dialogue with institutional shareholders the
Executive Directors meet with them following intenm and final
results announcements, or as appropnate, with other Directors
avallable to meet institutional shareholders on request Where
practicable the Annual Report is sent fo shareholders at least 20
working days before the annuci general meeting and each 1ssue
for consideration at the annual general meeting 15 proposed as a
separate resolution All Directors generally aftend the annual
general meeting

Social, Ethicol and Environmental Risks

The Board takes regular account of the significance of social,
envirenmental and ethica! {*SEE*) matters 1o the Group’s business
of providing IT services and solutions (including software,
managed services and consultancy} to educational insttutions

The Board considers thal it has received adegquate information to
enable it to assess any significant nsks to the Company’s short
and long-term value ansing from SEE maters and has concluded
that the nsks associated with SEE matters are mimimal The Board
will continue to monitor those nisks on an ongoing basis and will
implement appropriate policies and procedures if those nsks
become significant

Infernal Control

The Group maintains an ongoing process n respect of nternal
control to safeguard the shareholders’ investment and the
Group's assets and to facilitate the effective and efficient
operation of the Group

These processes enable the Group to respond appropnately, and
in a imely foshion, fo significant business, operational, financial,
comphance and other risks, in line with the UK Corporate
Gavernance Code 2010, which may otherwise prevent the
achievement of the Group's objectives

The Group recognises that it operates in @ highly competitive
market that can be affected by factors and events oulside its
control Details of the rnisks faced by the Group are set out In the
table in the Report of the Directors It 1s commuited fo minimising
nisks arising wherever possible and accepts that internal controls,
ngorously applied and monitored, are an essential tool In
achweving this objective
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The key elements of Group internal control, which have been

effective during 2011 and up fo the date of approval of these

financial statements, are set out below

e the existence of a clear organisational structure with defined
ines of responsibilty and delegction of authonty from the
Board to iis Executive Directors and operahing dvisions,

e aprocedure for the regular review of reporting business
1ssues and nsks by operating dmisions,
regular review meetings with the operahing mancgement,
a planning and management reporting system operated by
each division and the Executive Directors, and

e the establishment of prudent operating and financial policies

The Directors have overall responsibility for establishing
financial and other reporiing procedures to provide them with a
reasonable basis on which to make proper judgements as 1o
the finanaal position and prospedts of the Group, and have
responsibility for establishing the Group's system of internal control
and for mondonng its effectiveness The Group's systems are
designed to provide Directors with reasonable assurance that
physical and financial assets are safeguarded, transactions are
authonsed and properly recorded and matenal errors and
wregulanties are either prevented or detected with the mmimum
delay However, systems of internal finanaial control can prowde
only reasonable and not absolute assurance against matenal
musstatement or loss

The key features of the systemns of internal financial control nclude

s afinancial planning process with an annual finoncial plan
approved by the Board The plan is regularly updated
providing an updated forecast for the year,
monthly companson of actua! results against plan,
written procedures detaiing operational and financial internal
controt policies whach are reviewed on a regular basis,
regular reporting to the Board on treasury and legal matters,
defined investment control guidelines and procedures, and
periodic reviews by the Audit Cormmittee of the Group's
systerns and procedures
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The majonty of the Group’s financial and management
information is processed and stored on computer systems
The Group 1s dependent on systems that require sophisticated
computer networks The Group has established controls and
procedures over the secunty of data held on such systems,
including business continuity arrangements

On behalf of the Board, the Audit Committee has reviewed the
operation and effeciveness of this framework of intemnal control for
the penod, and up to the date of approval of the Annucl Report

BUSINESS REVIEW
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Audit Committee Report

The Audit Committee operates under terms of reference approved
by the Board, with the purposes of

appointing the Group’s internal and external audiiors,
reviewing the performance of and relationship with the
Group’s external auditor (including considering fee levels and
the provision of non-audit wark},

* reviewing the performance of the Group’s infernal gudit
funchon,

e reviewing the Group’s financial reporting and internai control
processes,

¢ monitoring the integrity of the Group’s finoncaial stalements
and announcements regarding performance, and

» ensunng that a system i1s operated for the assessment and
management of key nsks

Composition and qualifications of the Audit Committee
Dunng the period the Audit Committee comprised Sir Bryan
Carsberg MSciEcon), FCA (Charrl, John Windeler {untl 1 October
2011, Jo Connell, Deena Mattar BSc {Econi, FCA (from 1 June 2011},
Sir Mike Tomlinsen {from 1 October 201) and Lord Andrew Adonis
{from 1 October 2011} alt of whom are independent Non-Executive
Directors The Group considers that Sir Bryon Carsberg, as a
previous Secretary General of the Infemotional Accounting
Standards Committee and a former Professor of Accounting and
Deena Mattar as an FCA and former FTSE250 Finance Director
both have significant recent techmical accounting expenence Sir
Bryan Carsberg has completed over nine years as a Director and
Charr of the Audit Commiitee and, accordingly, has adwised the
Board that he does not intend to seek re-elechion at the next
annua! general meeting Deena Mattar is {o be appointed Charr
of the Audit Commuttee following the annual general meeting

John Leighfield (Chairman until 24 May 2011}, Martyn Ratcliffe
{Charman from 1 June 2011), lain Mcintosh MA, FCA, Douglas
Murr BSc, FCA {Group Financial Controller) and Edward Warwick
MEng, ACA {Head of Internal Audit) are invited to attend Audit
Commitiee meetings

Schedule of meefings

The Audit Committee met four imes duning the penod Three of
these meetings were part of the regular schedule of meetings set
out in the Committee’s terms of reference

Audt Committee meetings have formal agendas, which cover all
of the areas of responsibility set out in the Commuttee’s terms of
reference These agendas include meetings with the external

auditor without Executive Directors or managers of the Company
present

Appointment of external quditor

The Audit Committee recommended, and shareholders approved
at the Group’s AGM on V7 January 2011, the reappomntment of
Delaifte LLP as the Group's exiernal auditor Dunng the
subsequent penod the Audit Commiltee conducied a market
tender for the provision of external audit services to the Group
Following this process on 17 March 2011 the Committee resolved
to appoint KPMG Audit Plc as Group extemal auditor A resolution
proposing that KPMG Audit Plc be reappointed as audior of the
Company will be proposed at the nexdt AGM

There are no contractual obhgations restricling the Group’s choice
of external auditor

Oversight of external audit

The Audit Committee has reviewed the scope and results of the
audit services, and the cost effectiveness and independence and
objectivity of the external auditor

Internal audit

The Audit Committee has approved the appointment of RM's
Group Chief Accountant Edward Warwick MEng, ACA as Head of
Internal Audit For the purposes of ths role, the Group Chief
Accountant reports directly to the Chair of the Audit Committee
The Audit Committee, with the adwice and suppeort of the Head of
Internal Audil, sets an intemal audit plan The Head of Intemal
Audit reports on progress agamst this plan at Audit Commiitee
meetings

Policy on non-audit work

The Audit Commitiee has considered the issue of the provision of
non-audit work by the external auditor and, tn March 2003, has
agreed o policy infended to ensure that the objectivity of the
external auditor 1s not compromised The policy sets a imit for
fees for non-audit work and states that non-audit work should
only be undertaken by the external auditor where there 1s a clear
commercial benefit in doing so Any significant actvity must be
approved, in advance, by at least two Audit Committee Members

The Audit Commuttee has rewised the policy to include a cap on
fees for non-audit work of 25% of the annual audit fee This fee
incorporates a review of the Group’s intenim results and the

prowtsion of an opinior: on compliance with bonking covenants
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In light of the appointment of KPMG Audit Plc as external auditor
dunng the penod the Committee reviewed the existing non-audit
services being provided by KPMG Audit Plc, indluding pensions
adwsory services The Commiftee approved the exceeding of the
cap of 25% on non-gudit work as a consequence of these ongoing
relahionships This target has therefore been rewised to exclude
pensions advisory work from the 25% cap as the Committee
believes the value of continuity of pension advice currantly exceeds
the benefits of keeping within the 25% cap Fees for non-audit work
in the year penod were 48% of the annual audit fee

internal control

Control environment — The Board has put in place an organisational
structure with clearly defined Iines of responsibility and delegation of
authority to Executive management Indmduals are formally made
aware of their level of authonty and their budgetary responsibilty
which enables them to identfy and monitor financial performance
There are established policies and procedures, which are subject to
regular review The Boards of the operating companies work within
stnct terms of reference and any matters outside those terms or the
agreed business plan are referred fo the Group Board for approval
The Group's selechon and recruiment procedures are set to
exachng ¢nieria and the performance management process Is
supportive of these same cnitena

Identification and evaluation of business nsks and control
objectives — The Beard has the primary responsibility for
dentifying the pnncipal business nsks facing the Group and
developing appropnale policies o manage those nsks It
delegates responsibility for cperational risks to the Group
Operating Board which meets monthly

Management informahon - Executive managers are required to
produce a business plan for approval at the beginning of each
financial year and detailed financial forecasts are formally compiled
quarterly and reviewed by the Board Consolidated management
accounts are produced each menth and results measured against
plan and previous year to identify any significant vanations

Mamn control procedures — The financial systems and procedures
established lead the Board to a high level of confidence in the
compleleness and accuracy of the recording of finanaial
transactons The well established processes in place and the level
of analyhical detall gven within the management accounts facilitate
the identificahion of unreliable data The Group's treasury activities
are operated wathin a defined policy designed fo control the Group’s
cash and fo minimise s exposure to forergn exchange nsk.
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Monitonng - The Audit Committee meets penodically to review
reports from management and the external audrtor so as to
denve reasonable assurance on behalf of the Board that financial
control procedures are in place and operate effectively An
internal audit funchon reports directly to the Audit Committee and
has annual plans agreed by the Audit Committee

‘Whistle blowing’ policy

The Group has adopted a formal ‘whistle blowing’ policy, which
allows staff to raise concerns about possible impropneties No
concerns were raised dunng the year

Anfi-Bribery

RM conduds all s business in an honest and ethical manner and
seeks to ensure that all associates and business pariners do the
same

The Bnbery Act 2010 sets clear standards of behavicur, which
govem our operations  We have implemented robust policies
and procedures to ensure we are transparent and ethical in all
our business dealings We have an anti-corruption and anti-
bribery policy which sets out the legal standards we enforce as
part of our ongoing commitment to implement adequate
procedures to guard against illegal practices

Statement of risks

As with any business, RM 1s exposed to nsks as an inherent part
of creating value for shareholders As described above, the Group
has put In place processes designed 1o identify these pnincipal
nsks and fo manage and mitigate the effect of them The Audit
Commiftee I1s responsible for ensunng that nsks are properly
considered and the Board I1s responsible for deciding what risks
should be taken and how best to manage and mitigate the nsks

The Audit Committee I1s satisfied that the Group’s nisk
management and internal control processes provide a high level
of confidence that Execulive management has identfied and
addressed the principal nsks affecting RM

The most significant nsks the Group 1s exposed to are set out In
the Report of the Directors

Sir Bryan Carsberg
Charman, Audit Committee
6 February 2012

FINANCIAL STATEMENTS GOVERNANCE BUSINESS REVIEW
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Remuneration Report

This report by the Remuneration Commuttee for the 14 months
ended 30 November 2011 has been approved by the Board for
submussion to shareholders for thewr approval af the forthcoming
annual general meeting

1. Membership of the Committee

The membership of the Remuneraton Committee dunng the

14 months ended 30 November 2011 compnsed Sir Mike
Tormnlinson (Chanrl, Sir Bryan Carsberg, Jo Connell, John Windeler
{until 1 October 2011), Deena Mattar {from 1June 2011) and Lord
Andrew Adonis {from 1 October 2011} all of whom are
independent Non-Executive Directors

2. Remuneration Policy
The Remuneration Committee 1s responsible for the remuneration
of Senior Executives, which term includes Executive Directors

RM’s remunerahion policy 1s designed fo attract, relain and motvate
Seror Executives, both to achieve the Group's business objectives
ard to deliver outstanding shareholder retumns, and alignment of
Inferest between Senior Executives and shoreholders To achieve this,
RM’s remuneration policy aims to provide ‘median’ reward
compared fo RM's comparator group when acceptable levels of
performance have been delivered For the achievement of
outstanding performance, it aims to deliver ‘upper quartile’
remuneration compared to the comparator group The maximum
Incentive awards are made only when improved business
performance, customer satistaction and supenor shareholder retums
have been reahsed

Under these arrangements, the package Is designed to be focused
on performance In the event that the Group has not met the
targets set none of the vanable elements are earned If outstanding
performance 1s achieved, the value of the folal package could
double in companson with an on-target performance These
increases are derved entirely from the incenfive arrangements so
that Senior Executives have the opportunity to earn high levels of
reward, but only if they enhance shareholder retums by meeting
the Group's shorl-ferm and long-term fargets The remuneration
policy therefore seeks to ensure that the Senior Executives are
focused on the achievement of key Company objectives as well

as developing a significant shareholding The Remuneration
Committee 1s satsfied that this model provides appropnate
alignment with Group performance and shareholder retums and
therefore acts as a real motivator to the Senior Executives

The Remuneraton Commiftee has reviewed the level of nsk
inherent in the remuneration policy and 1s satisfied that there 1s an
appropriate balance between encouraging entreprepeunal
behaviour from Senior Executives, whilst at the same time ensunng
that there are no areas of the policy which encourage undue nsk
taking In relation to the target setting process and other matters
ansing in relation to the operahion of the annual bonus and
long-term incentive plans, the Remuneration Commitiee keeps in
mind that the structure should not encourage excessive nsk taking

The remuneration of the Executive Chairman comprises a

base salary and share options only The Executive Charman does
not receve any other benefits or parficipate in the annual bonus
scheme Any bonus payable 1s entirely at the discretion of the
Remuneration Commitiee and would only apply in excephonal
crcumstances The Executive Chairman waived all remuneration
from his appointment on 1 June 2011 until 30 November 201

3. Components of Remuneration for Executive Directors
a) Base salaries

The policy of the Remuneration Committee 1s that base salary is
only one element of the entire package and should be considered
within this context The leverage and alignment (with the strategy
and investors’ interests) of the package comes entirely from the
bonus and long-term incentives The Remuneration Commitiee
aims to set base salanes ot medion in the market to achieve the
desired leverage

b} Annual bonus A

The annual bonus potental 1s up to 100% of base salary

The bonus payment made to the Senior Executives depends on
the performance conditions, set by the Remunerahon Committee
at the beginning of the year, being met The performance fargets
reflect the factors that we believe fo be critical to RM’s business
success and the Remuneration Committee 1s sahsfied that the
targets set are stretchung and aligned with shareholders” interests

Bonus outcomes for 2011

As relevant Group performance bonus targeis were not met, no
Executive Director received any bonus in respect of their 2011
performance Personal bonus entitltements were waived
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¢} Long-term incentives

The RM plc Performance Share Plan {PSP} provides a competitive
long-term incentive which will target excephonal improvement in
retums to shareholders Semor Executives may receive an gward
of shares worth up to 120%, or even up to 150% in excephonal
dreumsiances, of salary in any one year, which wall vest subject
to performance at the end of three years

d} Benefits
Benefits compnise pnncipalty of the provision of a company car

and fuel allowance, pension and private health insurance

The Executive Chairman 1s not eligible for any of these benefits
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4 Directors’ Service Contracts and Letters

of Appointment

The Remuneration Commuttee’s policy on Executive Directors’
service contracts 1s for them to contain @ maxamum notice penod of
one year Each serice contract expires al the respective normal
refirement date of the Executive Director, but is subject to earlier
termination for cause or If notice 1s given under the contract The
contracts are designed to allow for flexibility to deal with each case
on its own particulor ments in accordance with the law and policy
as they have developed at the relevant ime In the event that the
Company wishes to tenmunate the employment of an Executive
Director, it wall take into account the Executive Director’s obligations
to miigate their own losses when deciding on an appropnate level
of compensation

Details of the Directors’ service contracts and/or letters of appointment who served for all or pert of the 14 months ended 30 November

2011 are shown in the table below

Notice to Nohce to
Inihal agreement Expiry date of be given by be given by
date current agreement employer indnadual

Current Directors®
Lord Andrew Adonis 1 October 201 30 September 2014 3 months 3 months
Sir Bryan Carsberg$ 1 September 2002 1 September 2014 3 months 3 months
Jo Connell 20 December 2007 20 December 2013 3 months 3 months
lain Mcintosh 22 October 2009 Indefinite 12 months 12 months
Deena Mattar 1 June 201 31 May 2004 3 months 3 months
Martyn Ratchffe** 1 June 2011 Indefinte 6 months 6 months
Sir Mike Tomlinson 2 February 2004 28 January 2013 3 months 3 months

Past Directors*

Sir Tim Bnghouse 20 May 2004 1 February 2013 3 months 3 months
John Leighfield 3 Novemnber 1993 31 May 20T 3 months 3 months
Rob Sirs 13 February 2002 Indefinite 12 months 6 months
Terry Sweeney 11 August 2008 Indefirite 12 months & months
John Windeler 1 October 2002 1 Cetober 2011 3 months 3 months

* As at the date of this Report

**On 24 October 2011 Mr Ratchffe was appointed Executive Charman

§ Sir Bryan Carsberg has indicated he will not seek re-elechon at the annua! general meeting in March 2012

BUSINESS REVIEW
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Remuneration Report continued

Audited Information
5 Directors’ Remuneration
The total amounts for Directors’ remuneration and other benefits were as follows

W monthsto 12 months fo

30 November 30 September
201 2010
£:000 £000
Emoluments 1,546 1415
Gains on exercise of share options 10 n
Amounis recevable under long-term incentive schemes 60 128
1,616 1,754

Directors’ emoluments in respect of the Directors of the Company who served duning the 14 months ended 30 November 2011 were as follows

WM monthsto 12 months to
Salaries 30 November 30 September
and Taxable Annual Termination 201 2010
fees benefits bonuses payments Total Total
Name £000 £'000 £000 £000 £'000 £'000
Executive
Mike Grerg {unhl 31/03/10} - - - - - 99
lain Mcintosh (from 01/0410) 227 13 - - 240 165
Martyn Ratchffe (from 01/06/11) - - - - - -
Rob Sirs 275 13 - - 288 389
Terry Sweeney {unhl 2471011} 336 13 - 345 74 470
Non-Executive
Lord Andrew Adonis {from 01/10/11) 6 - - - 6 -
Sir Tim Brighouse {until 30/11/11} 39 - - - 39 33
Sir Bryan Carsberg 50 - - - 50 43
Jo Connell 43 - - - 43 36
John Leighfield until 31/05/13 52 18 - - 70 104
Deena Matiar (from 0170611} 17 - - - 7 -
Sir Mike Tornlinson a5 - - - a5 42
John Windeler {untit 01/10/11) 34 - - - 34 34
1124 57 - 365 1,546 1,415

Martyn Ratchiffe waived his salary entittement of £125,000 for the penod from 1 June 2011 1o 30 November 2011

Terry Sweeney, lain Mclnfosh and Rob Sirs waived their nght to any enfitiement inked to the achtevernent of personal objectives The
on-target bonus payable if all persona! targeis were achieved for each indwmdual would have amounted to £30,500, £21,000 and

£25.000 respectively

The 2010 Remuneration Report stated that Executive Direclors salanes would be increased by 2% from 1 November 2010 The Executive
Directors serving at the time waived al! or part of therr entitlements lain Mcntosh and Rob Sirs agreed to waive all of their entitlement
for the penod being £3,900 and £4,643 respectively lain Mcintosh has confirmed that he has waived the increase permanently Terry

Sweeney agreed o wave £2,614 of his entilement
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Terry Sweeney resigned, by mutual agreement, on 24 Oclober 2011 as CEQ and Company Director My Sweeney receved a payment of
£365,000 in full settlement under the terms of his contract with the Compaony

Rob Sirs resigned on 31 January 2012 and receved a payment of £312,697 in full settlement under the terms of his contract with the
Company

The highest paid Director was Terry Sweeney who received no gains on exercise of share options (2010 £Nil Under long-term incentive
schemes he received gains of £28,000 in respect of the Co-Investment Plan {2010 £27,000)

Directors became members of all Board Committees and moved to a flot rate annual fee of £36,000 The Charrs of the Audt and
Remuneration Commuittees receve an additional annual fee of £5,000 and £3,000 respectively and the Senior Independent Non-
Executive Director receives an additional annual fee of £2,000 The Executive Chairman did not receive any remunerahion for
membership of Committees during the penod

I
The fees of Non-Executive Directors are a matter for the consideration of the Board as a whole From 1 October 2011 all Non-Executive ‘
I

6 Directors’ Long-term Incentive Plans
Performance Graph

FANANCIAL STATEMENTS

This graph shows the value, by 30 November 2011, of £100 invested in RM plc on 30 November 2006 compared with the value of £100
invested in the FTSE Small Cap Index and the FTSE All Share Software and Computer Services Index on the same date The other poinis !
plotted are the values at intervening financial year-ends

These indices have been used as RM is o constituent of both £100 invested in RM shares on 30 November 2006 would hove been worth
£49 86 at 3¢ November 2011 An investor who had invested the same amount in the FTSE All Share Software and Computer Services index
and the FTSE Small Cap would have seen their investment increase to £161 33 and decrease fo £86 65 respectively aver the same penod

a} Co-Investment Plan

The Co-Investment Plan {CIP) is the predecessor plan to the PSP The final award under the CIP was made in 2008 and lapsed in 2011 as
the Earnings Per Share (EPS) and Total Shareholder Return (TSRI performance condihons attached to the award were not met The
Remuneration Committee does not intend to use this plan in fulure except In excephional arcumstances

b) Performance Share Plan
The performance conditions for the March and December 2010 awards made under the Plan were based on EPS ond TSR measured
over a three year penod and will vest on o shding scale
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March 2010
EPS TSR
Annual Proportion of Positon relative to Proportion of
compound growth award vesting FTSE Small Cap award vesting
Less than RPl + 3% Nil Below median N}
Threshold RA + 3% 12 5% At median 12 5%
Maximum RPl + 8 5% 50% Upper quartle 50%
December 2010
EPS TSR
Proportion of Posttion relative to Proportion of
award vesting FTSE Small Cop award vesfing
Less than 17 5p Nl Below median Nil
Threshold 17 5p 25% At median 25%
Between median and
Maximum Between 17 5p and 20p 25% to 100% upper quarhle 25% to 100%

At the ime of these awards the Remuneration Committee considered that the mix of EPS and TSR performance condiions remained
appropnate measures for the following reasons

e The TSR condition provided a batance 1o the EPS condihion by rewarding relative share price performance ond ensured thot there
was a share price based discipline in the package
s The EPS target rewards sustained increases in earnings and profitability

For the TSR performance condition the TSR comparator group remained the FTSE Small Cap index as at the date of grant

The Remuneration Committee considered carefully the EPS range to be atached to awards, taking account of the Government Spending
Review and based on analyst forecasts available at the ime The Remuneration Commitiee considered that the range was equivalently
demanding to the EPS growth range sel in previous years

December 201

The performance condrions for the December 2011 award made to other Senior Executives (including the Chief Financial Officer but
excluding the Executive Chairman} under the PSP were based on share pnce, namely 50% of the shares awarded will vest if the share
price 1s £1 00 or better for 20 consecutive trading days at any point between the date of grant and 30 November 2015 A further 50% of
the shares awarded will vest if the share price I1s £1 25 or higher for 20 consecutive trading days at any point between the date of grant
and 30 November 2016 No award can vest before 2 December 2014 If either or both performance condions are met before that dale,
then vesting shall take place on 2 December 2014 [f etther or both performance condiions are met after 2 December 2014 but before 1
December 2016, then vesting shall take place within 90 days of the performance condition being achieved ot the absolute discrehion of
the Board

The Remuneration Committee considers that the share price targets are appropnate measures and are clearly in shareholders’ inferests
for the following reasons

e Forthe first 50% of shares to vest an increase of 36% in the value of the share pnice from the date of grant Is required
e Forthe second 50% of shares to vest an increase of 70% in the value of the share price from the date of grant Is required
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¢} Deferred Bonus Plan
Under this plan 40% of any annual cash bonus payable to the Sentor Executives was deferred in ordinary shares for a penod of three
years and vested at the expiry of the same pernod If o Senior Executive ceases to be an employee of the Group and i1s deemed not to be
a ‘good leaver’ under the rutes of this Plan then any shares held will lapse on the leave date Following a review by the Remuneration
Commiftee during the year it was decided to make no further awards under this plan

Terry Sweeney and Rob Sirs were good leavers in accordance with the rules

d} Audited Information

The Directors’ interests in the Co-Investment Plan, Performance Share Plan and Deferred Bonus Plan are listed below

stock code RM

www rmeducation com
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Co-investment Plan
Maximum Number Maximum
number of Market Performance of Markel  number of
matching price on penod for matching price on matching
Date shares* award matching shares Release release shares*
of award at 011610 date shares released date date  at 30/Tt/M
Rob Sirs
1412/07 103,950 200p 01710/07 — 30/09/30 20,790 141210 154p -
16/12/08 167,229 148p 01/10/08 — 30/09/11 - - - 167,229
Terry Sweeney
1412/07 44,670 200p 01/10/07 - 30/09/10 17,868 1412710 154p -
16/12/08 126,915 148p 01710708 - 30/09/11 - - - 126,915

*The number of matching shares is the maximum {a match of 3 for 1) that could be receved by the Executive Director if performance
conditions are fully met

Awards made in December 2008 lapsed dunng the year as described earlier in the Report

Performance Share Plan
Maximum Numbser Maximum
number of Market Performance of Market number of
owarded price on penod for awarded price on awarded
Date shares* oward awarded shares Release release shares*
of award at 01/10/10 date shares released date date  at 3071V
lain Mdntosh
04/03/10 140,349 71p 01110/09 - 30/09N12 - - - 140,349
10/1210 - 151p 0171010 - 30/MAN3 - - - 139,072
Rob Sirs
04/03/10 154,020 W7lp 0110/09 - 30/09N2 - - - 154,020
101210 - 151p 0171010 - 30/MA3 - - - 165,562
Terry
Sweeney*
04/0310 195,904 171p 01/10/09 - 30/09/12 - - - 4,277
101210 - 151p 01710110 - 30/NMAN3 - - - 63,785

*Following Terry Sweeney’s resignation by mutual agreement the maximum number of owarded shares was reduced on a pro-rated basis

BUSINESS REVIEW

ANANCIAL STATEMENTS
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Deferred Bonus Plan
Number
Total Market of Market Total

shares price on Deferred deferred price on shares
Date deferred award penod for shares Release release defermed
of award at 011010 date shares released date date ot 3011
lain Mdintosh
1571210 - 160p 01710110 - 30/0913 - - - 25,151
Rob Sirs
14N12/07 28,961 201p 01/10/07 - 30/09/10 28,961 1512710 154p -
16/12/08 33,211 147p 01/10/08 - 30/09/M 33,2m
15/12/09 28,737 159p 01/10/09 - 30/09/12 - - - 28,737
1512/10 - 160p 011010 - 30/0913 - - - 36,567
Terry Sweeney
1512/09 35,807 159p 0110/09 - 30/0912 35,807 30/mMm 72p -
1511210 - 160p 01210710 - 3070913 43,835 30/M/1 72p -

@} On 9 January 2009, Rob Sirs was granted a restricted stock award aver 137,363 2p ordinary shares in RM ple The number of
shares awarded was equivalent to 100% of his satary at 182p per share, the closing pnce on 15 September 2008, the date on which the
award was confirmed by the Remuneration Commitiee The awarded shares were released on 3 October 2011 with a market price on
that date of 72p

7. Directors’ Share Options

The Remuneration Committee has determined that Senior Executives will not be granted share options, except in exceptional
circumstances Senior Executives have been granted oplions in previous years and an excephional share option grant was made fo the
Executive Chatrman on 26 October 2011

a) The Company currently operates two execuhve share option schemes the RM plc 2001 Executive Share Optian Scheme {2001
Scheme), and the RM plc 2004 Executive Share Option Scheme {2004 Scheme) RM share options are not offered at a discount

2001 Scheme

Under the 2001 Scheme, options were granted at the market value at the ime of grant and were exerasable three years after the date
of the grant, provided performance conditions were met The performance conditions related to the Group’s EPS [set under UKGAAP
excluding goodwill and before exceptional charges) growth relative to RPI, with the nurnber of options exercisable varying on a sliding
scale depending on the extent to which EPS growth exceeds RPI The 2001 Scheme had a life of three years, and closed in 2004

2004 Scheme

Shareholder approval was obtained 1n January 2004 for an extension of the 2001 Scherme with a reduced overall dilution mit of 13%
{[down from 15% in the 2001 Scheme) RM has also committed to keep future years’ annual option grants fo less than 1% po dilution
Maximum grants under the scheme are 200% of basic salary Neither of these prowisions applies to the Executive Chairman’s Oclober
2011 Share Option grant (subject to shareholder approvall

It 1s intended that the 2004 Scheme will only be used at Director ievel In excephonal circumstances (for example, appointment of
Executive Charman] There will be no re-testing of performance condifions
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b} The Directors’ interests in share ophions are listed below
Market

Granted Exercised Lapsed price at Date from
At n n n At Exercise date of which Expiry
0151010 year year year 301/ prce exercise  exerasable date
Martyn
Ratdiffe
- 1,000,000 - - 1,000,000 £0 511 - 2671014 2610/21
Rob Sirs
10,350 Nif 10,350 Nil il £0 735 £1655 05/03/05 05/0312
12,000 Nil Nil Nil 12,000 £1445 - 0MN2/06 3110113
22,350 NIl 10,350 Nil 12,000
Terry Sweeneay
100,000 Nl Nl Nil 100,000 £1973 - 23MAN0 181112

The performance condiions for share options granted to Directors which were unexpired during the year are as follows

2001 Scheme
Grant date Performance condition % of options vesting (with sliding scale)
December 2002 3-year growth EPS
RPI + 3% 25%
RPI + 22% 100%
December 2003 3-year growth EPS
RPl +7 5% 33%
RPI +17 5% 100%
2004 Scheme
Grant date Performance condition % of Options vesting
28 November 2007 3-year growth EPS 100% {no shiding scale)
RPl + 3%*
26 October 2011** Closing mid-market share price must exceed On a shiding scale up to 100% depending on the
100 pence per share, in 20 consecutive trading number of shares purchased by Mariyn Ratcliffe

days, pnor 1o 30 November 2015 and for each
two share options awarded Martyn Ratcliffe must
have purchased five RM shares pnior to

30 Novernber 2012

* The gan on the ophion will be restncted to 2 5 imes the exercise price of the option

**Due 1o the nature of this share option grant and the share purchase matching conditions, the Board intends fo request shareholder
appraval at the next AGM to exclude this share oplion grant from the ABI guidelines Any fulure share ophon grants to Martyn Ratchiffe
will be subject to specific shareholder approval

The total number of ophions currently outstanding 1s 4,291,417 which represents 4 59% of RM’s shares tn 1ssue at 30 November 2011

BUSINESS REVIEW

FINANCIAL STATEMENTS
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The gains on exercise of oplions were as follows
Rob Sirs £9 520

The market pnce of the ordinary shares at 30 November 2011 was 72p per share and the range during the pencd was 41 5p to 178p per
share

8. Directors’ Shareholdings
The beneficicl interests of the Directors in the ordinary shares of RM plc as at 30 November 2011 were

30 November 30 September

20n 2010
Lord Andrew Adonis - -
Sir Bryan Carsberg - -
Jo Connell 35,000 -
lain Mclntosh 50,151 -
Deena Mattar 20,495 -
Martyn Ratchffe 1,527,267 -
Rab Sirs 246,271 180,432

Sir Mike Tomlinson - -

No changes fo the Directors’ shareholdings or share options ook place between 1 December 2011 and the date of this Report

9. Directors’ Pensions

al  Rob Sirs and Terry Sweeney were active members of the Group s defined benefit pension scheme, the Research Machines plc 1988
Pension Scheme during the period This scheme provides a pension of 1/60ths of a member’s final pensionable salary for each year of
service, subject to HMRC imits Only base salary 1s pensionable

Nomal refirement age 1s 60 in respect of benefits accrued prior to 1 May 2002 For benefits accrued afier 1 May 2002 normal retirernent
age Is 65, but members were able to choose 1o maintain the normal refirement age at 40 subject to paying a higher rate of
contnbutions

Normal relirement age Normal retirement age
Member contnbuticns % salary {Pre 1 May 2002 benefits) {Post 1 May 2002 benefits)
83% 60 65
141% ) 60 60

Terry Sweeney paid contnbutions at the higher rate whilst Rob Sirs paid af the lower rate
The scheme also provides life insurance cover and dependant pensions Member contnbutions are nohonolly held i iIndmdual
accounts that are increased i ine with the fund's tnvestment returns Benefits receved under the scheme are gucranteed to have a

value at least as high as the value of these indmidual accounts at retirement

b} lain Mcintosh 1s @ member of the Group’s main UK defined contnbution pension scheme
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¢} The table below shows at the penod end, the accrued pension had the Directors left employment at 30 November 2011, the
increase in the accrued pension durning the period, the increase excluding inflaton, and the transfer value of that increase less member
contnbutions and any increase/(decrease) In this value ossessed on the transfer value basis of the scheme Transfer values have been
caleulated in accordance with the Occupational Pension Schemes (Transfer Value) Regulahons 1996

Rob Sirs  Terry Sweeney

[age 50) (age 44)

£000 £°000

Accrued annual pension at 30 September 2010 70 25
Increase in accrued pension dunng the penod 5 2
Accrued annual pension at 30 November 201 75 27
Increase in accrued pension (net of inflation} 1 1
Transfer value of accrued penston at 30 September 2010 1,007 343
Increase in transfer value (net of Director’s contnbutions) 1kl 100
Transfer value of accrued pension at 30 November 2011 1,198 443
Transfer value of increase (net of inflation and Birector’s contributions) 9 n

Terry Sweeney ceased penstonable service under the scheme on 2 June 2011 This has been reflected in his calculahions
Subsequent to 31 January 2012 Rob Sirs ceased pensionable service

All Executive Directors, except for the Executive Chairman, were members of the SMART Scherne {pension salary sacnfice) and as such
did not make employee contributions !

Payments of £54,320 (£36,750 Employers contnbution and £17,570 personat contnbution under SMART) were paid by the Company 10
a defined contnbution pension scheme, in respect of lain Mclintosh, dunng the period

10 Compliance with Regulations

This Report has been prepared In accordance with Schedule 8 of the Large and Medium-Sized Companies and Group (Accounts and
Reports) Regulations 2008 The Report also meets the relevant requirements of the Lishng Rules of the UK Lishing Authonty and illustrates
how the pnnaples of the UK Corporate Governance Code relating to Direclors’ remuneration are applied by the Company

The Group’s auditor Is required to comment on whether certain parts of the Group’s Remuneration Report have been prepared
in accordance with Schedule 8 of the Large and Medium-Sized Companies and Group [Accounts and Reports) Regulations 2008
Accordingly, sections 5, 6(d), 7{b) and 9(ci have been audited by KPMG Audit Pic

BUSINESS REVIEW
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1. Remuneration Committee

The Remuneration Commitiee operates under terms of reference approved by the Board with the purposes of determining, on behalf of
the Board and shareholders, the fee level for the Executive Chairman and all elements of the remunerahion of the Company’s Servor
Executives and their direct reports and of overseeing major changes to the overall reward policy structure throughout the Group In
particular, the Committee keeps under review incentive plans operated throughout the Company so os to ensure that these plans are
structured appropnately and that the incentive arrangements for all Senior Executives are coherent The Remuneration Commitiee’s
terms of reference can be found on the Group’s web site at www rmeducation com/investors The Remuneration Commitiee undertickes
an annual appraisal of remuneration policy and addresses any areas that have been highlighted for improvernent

None of the members of the Remuneration Committee has any personcl financial interest in the Company other than through fees
recewved or as a shareholder They are not involved in the day-to-day running of the business and have no personal conflicts of interest
which could matenally interfere wath the exercise of their Independent udgement

As and when required, Hewift New Bridge Street provided adwice on the Executive Directors’ remuneration and information on market
practice They prowvided no other services 1o the Company

The Remunerahon Committee believes in dialogue with shareholders on remunerahon matters and actively consuits with leading
shareholders about aspects of the Company’'s reward programmes

By Order of the Board
Sir Mike Tomlinson

Chair, Remuneration Commitiee
6 February 2012
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Independent Auditor’s Report

We hove audited the financial statements of RM plc for the

14 months ended 30 November 2071 set out on pages 40 to 102
The financial reporting framework that has been applied 1n

therr preparation i1s applicable law and Internationat Financal
Reporting Standards (IFRSs) as adopled by the EU and as regards
the parent Company financial statements, as applied in
accordance with the provisions of the Compantes Act 2006

This report 1s made solely to the Company’s members, as o body,
in accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we rmight
state to the Company’s members those matters we are required
fo 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 gudit work, for this
report, or for the opinions we have formed

Respective respongibilihes of Directors and auditor

As explained more fully in the Directors’ Responsibiliies Statement
set out on pages 10 and 11, the Directors are responsible for the
preparahion of the financial statements and for baing satisfied that
they gve a true and fair view Our responsibiity is to audit, and
express an opinion on, the financial statements in accordance wath
applicable low and Intematicnal Standards on Auditing {UK and
Irelond) Those standards require us to comply with the Auditing
Prachices Board's {APB's) Ethicol Standards for Auditors

Scope of the audit of the financial statements
A descniption of the scope of an audit of finanaial statements s
provided on the APB's web site at www frc org uk/apb/private cfm

Opinion on financial statements
In our opinion

+ the financial statements give a true and farr view of the state
of the Group's and of the parent Company’s affairs as at
30 November 2011 and of the Group’s loss for the 14 month
penod then ended,

s the Group financal statemnents have been properly prepared
in accordance with IFRSs as adopted by the EU,

e the parent Company financiol statements have been properly
prepared in accordance with [FRSs as adopted by the EU
and as applied in accordance with the prowvisions of the
Companies Act 2006, and

s the financial statements have been prepared in accordance
with the requirements of the Companies Act 2006 and, as
regards the Group financial statements, Arlicle 4 of the 1AS
Regulation

Opinion on other matters prescribed by the
Companies Act 2006

In our optrion

s the part of the Directors’ Remuneration Repor to be
audited has been properly prepared In accordance with the
Companies Act 2006,

s the information given in the Report of the Directors for the
financial penod for which the financial staternents are
prepared is consistent with the financial statements, and

o information given in the Corporate Governance Report
set out on pages 17 fo 23 with respect to internal control and
risk management systems in relation to finanaal reporting
processes and about share capital structures 1s consistent
waith the financial statements
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Matters on which we are required to report by exception
We have nothing fo report in respect of the following

Under the Companies Act 2006 we are required fo report 1o you
i, in our cpinion

¢ adequate accounting records have not been kept by the
parent Cormpany, or returns adequate for our audit have not
been received from branches not visited by us, or

e the parent Company financial stalements and the part of the
Directors’ Remuneration Report to be audited are not in
agreement with the accounting records end retums, or

» certain disclosures of Directors’ remunerahon spearfied by
law are not made, or

* we have not received all the information and explanations
we require for our audit, or

» aCorporate Governance Report has not been prepored by
the Company

Under the Listing Rules we are required to review

s theDirectors’ statement, set out on page 14, in relation 1o
going concern,

¢ the pan of the Corporate Governance Report on page 19
relating to the Company’s compliance with the nine
provisions of the UK Corporate Govemnance Code specified
for our review, and

e certain elements of the report to shareholders by the Board
on Directors’ remunératon

Tudp{ Aw

(Semior Statutory Auditor)
for and on behalf of KPMG Audit Pic, Statutory Auditor

Chartered Accountants

Arlington Bustness Park, Theale,
Reading, RG7 450, United Kingdom
6 February 2012
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Consolidated income statement

for the 14 months ended 30 November 2011

14 months Year ended
ended 30 September
30 Novemnber 2010
20m Adjusted  Adpustments Total
Adjusted Adjustments Total £000 £000 £000
Notes £'000 £'000 £000 {Restated) {Restated) {Restated)
Revenue 3 350,785 - 350,785 380,124 - 380,124
Cost of sales {260,113) = (260,113}  {279,537) - (279,537}
Gross profit 90,672 - 90,672 100,587 - 100,587
Operating expenses 5 {80,655} - (80,655) {78,025) - {78,025)
- Amortisatich of acquisition related
intangible assets - (728) (728) - 1,273} (1,273}
- impairment of goodwill, acquisiion related
intangible assets, other intangible assets
and investments - (12,370} (12,370} - - -
- Loss on sale of operations - (4,391} {4,391} - - -
- Share-based payment charges - 01,378} (1,378} - 1,417) 1,417}
~ Restructuning costs - (8,773} 8,773} - (1,344) {1,344}
- Increase in provision for dilapidations
on leased properhes and onerous lease
contracts - (5.986) (5,986) - - -
- Exceptional costs relahing to curtailment of
Building Schools for the Future programme - - - - 1,474 {1,474)
- Exceptienal pension credit - - - - 7.056 7,056
Share of results of associate and joint venture 32 (32) - 67 (28} 39
{80,623) (33,658) {14,281) {77,958) 1,520 (76,438)
Profit/{loss} from operations 5 10,049 (33,658) (23,609) 22,629 1,520 24,149
Investment iIncome 3&7 1079 - 1,079 1,091 - 1,09
Finance costs 8 (850) - (850) 1.32% - 1.321)
Profit/(loss) before tax 10,278 (33,658) (23,380) 22,399 1.520 23,919
Tax 9 (3,616) 3,887 2N {5.086) 674) 15,760}
Profit/{loss) for the penod atiributable to
equity holders of the parent 6,662 (29,71 {23,109 17,313 B46 18,159
Earnings/(loss} per ordinary share: 10
Basic 73p 32 6)p (25 3)p 18 8p 09 197p
Dilvted 73p (32 6)p (25 3)p 18 8p 09 197p
Paid and proposed dmidends per share n
Intenm 147p 139
Final 153p 525p

Results for the year to 2010 have been restated to reflect current penod treaiment of restructuring costs and share-based payment
charges as adjustments with costs of £1,344,000 and £1,417,000 being reallocated respectively These costs had previously been
allocated to adjusted cost of sales (£866,000) or adjusted operating expenses (£1,895,000) according to the employee’s role The
restatement 1s a reallocation only and there 1s no change to profit from operahions, profit before tax or profit attnbutable 1o equity
holders of the parent as a resuli Adjustments to profit have been presented to give a better guide to business performance

All actmities relate to continuing operations Although there have been businesses exited in the penod and held for sale [nole 24} at 30
November 2011 these have been determined to not meet the intematienal Financial Reporting Standords definition of discontinued

operations

The accompanying notes are an integrai part of this consclidated income statement
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Consolidated statement of comprehensive income
for the 14 months ended 30 November 2011
14 months
ended Year ended
30 November 30 September
20m 2010
Notes £000 £'000
(Loss)/profit for the period (23,109) 18,159
Exchange differences on translation of foreign operations {105) 505
Transfer of exchange reserves fo income statement on sale of foreign operations 24q 0,409} -
Actuanal gains and (lesses) on defined benefit pension scheme 23 10,215) 7.913)
Fair value gain/floss) on interest rate swap 145 128)
Current tax on ilems taken directly fo equity 67 9]
Deferred fax on items taken directly 1o equity 9 2,049 2,218
Other comprehensive income/{expense) for the period (9.602) {5.327)
Total comprehensive {expense)/income for the period attributable to equity holders
of the parent 32,Mm) 12,832

Total tox credited to equity in the penod was £1,982,000 (2010 credit of £2,209,000)

The Company has no other recognised income and expense other than the loss for the 14 months ended 30 November 2011 as shown
in the statement of changes in equity, consequently a Company statement of comprehensive income has not been prepared

BUSINESS REVIEW
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Consolidated balance sheet

as at 30 November 201
At At
30 November 30 September
20m 2010
Notes £000 £000
Non-current assets
Goodwill 12 17,349 34,220
Acquisithon related intangible assets 13 1,202 3,690
Other intangible assets 13 3,607 3,186
Property, plant and equipment 4 16,600 21,054
Interest In associate 316 1,013
Other recevables 18 2,590 -
Deferred tax assets 9¢ _6973 4,859
48,637 68,022
Cument assets
Inventones 16 18,827 25,079
Trade and other recewvables 18 62,270 97,838
Tax assets 9d 2,058 877
Cash ond cash equivalents 20 24,529 13.814
Assets held for sale 24b 6,791 -
14,475 137,608
Total assets 163,112 205,630
Current liabilihes
Trade and other payables 19 (77,781) {106,554)
Provisions 21 7.752) (536)
Tox habilities 9d - {1,878)
Liabilhes directly associated with assets held for sale 24b {2,914) -
(88,447) {(108,968)
Net current assets 26,028 28,640
Non-current habilities
Retirement benefit obligaton 28 (21,174} 12,380}
Bank loans 20 {13,026} {11,507}
Deferred tax iabilities 9c - (34)
Other payables 19 (6,286) (5,918)
Provisions 21 (5,661} (678)
(46,147) {30,517)
Total liabilities 134,594} 139,485]
Net assets 28,518 66,145
Equity attributable to equity holders of the parent
Share capital 22 1,869 1,868
Share premium account 26,963 26,918
Own shares 23 {3,202} (3.805)
Capital redemption reserve 924 94
Hedging reserve {44) {189]
Translation reserve 1ns 1,629
Retained earnings 2,723 39,630
Total equity 28,518 66,145

These financial statements of RM plc, registered number 01749877, were approved and cuthonsed for 1ssue by the Board of Directors
on f Fgbr 2012

fry

Ma lgin Mcintosh
Director Director

The accompanying notes form an integral part of this consolidated balance sheet
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Company balance sheet
as af 30 November 2011
At At
30 November 30 Sepiember
20m 2010
Notes £000 £000
Non-current assets
Invesiments 15 58,735 55,640
Trade and other receivables 18 12 -
59,447 55,640
Cumrent assets
Trade and other recevables 18 N 10,708
Tax assets 48 28
79 10,136

Total assets 59,526 65776
Current liobilities
Trade and other payables 19 (4.700) 686}

(4,700 {686)
Net current (llabilihes)/assets {4,621) 9,450
Non-current liabiihes
Other payables 19 - 195)
Provisions 126} -

126} 195}

Total labilihes {4,826) (881
Net assets 54,700 64,895
Equity aftributable to equity holders of the parent
Share capital 22 1,869 1,868
Share premiwm account 26,963 26,918
Own shores 23 (3,202) {3,805)
Capirtal redemption reserve 94 94
Retained earnings 28,976 39.820
Yotal equity 54,700 64,895

lain Mcintosh

Director Director

The accompanying notes form an integral part of this Company balance sheet

These financial siatements of RM plc, registered number 01749877, were approved and authonsed for 1ssue by the Board of Directors
on 6 Febru 012, re
M

BUSINESS REVIEW

GOVERNANCE

FINANCIAL STATEMENTS




44 RM plc Annua! Report 2011 stock code RM

FINANCIAL STATEMENTS

Consolidated cash flow statement

for the 14 months ended 30 November 201

14 months
ended Year ended
30 November 30 September
20m 2010
Notes £000 £000
{Loss)/profit from operatons (23,609) 24,149
Adjustments for
Loss on foreign exchange denvatives 234 160
Share of resulis of essociate and joint venture - (39)
impairment of nvestment in associate 660 -
Amoriisalion of acquisihon reloled intangible ossets 13 728 1273
Imparment of acquisition related intangible assets 443 -
Impairment of goodwaill 10,992 -
Amorlisation of other intangible assets 13 1,272 1,180
Impairment of other intangible assets 275 -
Depreciation of property, plant and equipment 14 8,173 7,554
Gain on disposal of property, plant and equipment (47 {322)
Loss on disposal of other intangible assets 62 -
Loss on sale of operations 240 4,39 -
Increase (N provisions 1,660 737
Share-based payment charges 1,378 1,417
Excephional pension credit 5 - {7.267)
Operating cash flows before movements in working capital 16,512 28,842
Decrease/{increase) in Inventories 3,079 (5.174)
Decrease/{increase) In recervables 29,589 Mm,773)
{Decrease)/increase in payables {24,337) 1,825
Cash generated by operations 24,843 23,720
Defined benefit pension contnbution in excess of current service cost 28 1,768} 1,682)
Tax pad (2,341} (3.526)
Incorme on sale of finance lease debt 7 a7 795
Interest paid
- bank overdrafis and loans 8 (483) {627)
- other 8 {20} {64}
Net cash inflow from operating activities 21,048 18,616
Investing activities
Interest receved 141 65
Proceeds on disposal of property, plant and equipment 483 583
Purchases of property, plant and equipment {4,526) (7,744)
Purchases of other intangible assets {2,055) (1.525)
Amounts advanced to joint venture undertaking 01,880} =
Net cash used in investing activies (7.837) {8,621)
Financing activities
Dwvidends paid n (6,128} 15,764)
Proceeds from share capital 1ssue, net of share 1ssue costs 46 198
Proceeds from sale of operations 240 3,775 -
Increase in borrowings 1,507 3161
Purchase of own shares {2¥2) {3,362)
Repoyment of loan notes and deferred consideration {1,574) {3,841)
Net cash used in financing achvihes (2,586) 19.608)
Net increase in cash and cash equivalents 10,625 387
Cash and cash equivalents at the beginning of penod 13,814 13,297
Effect of foreign exchange rate changes 90 130
Cash and cash equivalents at the end of period 24,529 13,814
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Group net funds
tor the 14 months ended 30 November 2011
Non-cash movements
At At
30 September Foresgn 30 November
2010 Cash flow exchange Other 201
£000 £:000 £°000 £000 £°000
Cash and cash equivalenis 13,814 10,625 90 - 24,529
Borrowings {11,507) 1.507) n2) - 013,02¢4)
Net cash 2,307 9,118 78 - n,503
Loan notes 1,379 1379 - - -
Net funds 928 10,497 78 - 1,503
Deferred consideration {390) 195 - - 195}
Net funds less deferred consideration 538 10,692 78 - n.308
Company cash flow statement
for the 14 months ended 30 November 201
¥4 months
ended Year ended
30 November 30 September
20n 2010
Notes £000 £000
Loss from operations (10,150) 821}
Adustrments for
tmpairment of investment in subsidiary 7,565 292
tess on disposal of Investment in subsidiaries 1,243 -
Impairment of investment in associate 698 -
Operating cash flows before movements in werking capital (644) (529}
{increasel/decrease in recevables 655) 6,917
Dwvidends received — inter-group restructuring - 410
Decrease in payables 2,484 (39
Cash generated by operations 1,185 6,759
Dwidends receved — trading 4,410 4177
Interest paid {20) 641
Net cash inflow from operating activities 5,575 10,872
Investing activihes
Interest receved 486 526
Net cash inflow from investing activities 486 526
Anancing actihes
Dividends paid n {6,128) (5,764)
Proceeds from share capital 1ssue, net of share issue costs 46 198
Proceeds from disposal of investments 903 -
Purchase of own shares (212) {3.362)
Repayment of loan notes and deferred consideration {670) (2,470)
Net cash used in finanang activihes (6,067 M,398)

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning and end of period/year
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Consolidated statement of changes in equity

for the 14 months ended 30 November 201

stock code RM

Share Caprial
Share  prefmiym Own redemphion Hedging Translation  Retained Total
capdd  account shares reserve feserve feserve  eamnings equity
Nates £000 £000 £'000 £000 £000 £'000 £000 £'000
Group
At10ctober 2009 1,863 26,725 {1,246) 94 {63 1124 32,325 60,824
Profit for the yeor - - - - - - 18159 18,159
Other comprehensive income
Exchange differences on transiation of
foreign operations - - - - - 505 - 505
Actuanal gans and flosses) on defined
benefit scheme - - - - - - 7,913}  (7.913}
Farr value loss on inferest rate swap - - - - {128} - - 128)
Tax credit on lems taken directly to equity - - - - - - 2,209 2,209
Total other comprehensive income/{expense) - - - - (128} 505 (5,704)  (5,327)
Transachions with owners of the Company
Purchase of shares 23 - - 3,213) - - - - (3,213)
Share Issues 5 193 - - - - - 198
Share-based payment awards exercised
In year - - 654 - - - {803) 149)
Share-based payment fair value charges 6 - - - - - - 1417 1,417
Dmwdends pad n - - - - — - {5.764)  (5,764)
211 October 2010 1,868 26,918 (3,805} 94 {189} 1,629 39,630 66,145
Loss for the period - - - - - - {23,09) (23,109)
Other comprehensive income !
Exchange differences cn translation of
foreign operations - - - - - {105} - nos)
Transfer of exchange reserves to income
statement on sale of foreign operations - - - - - 1,409} -~ {1,409)
Actuanal gains and (lesses) on defined
benefit scheme - - - - - - 10215 Ng215)
Fair value gain/(loss) on inferest rate swap - - - - 145 - - 145
Tax credit on lems taken directly to equity - - - - - - 1,982 1,982
Total other comprehensive income/{expense) - - - - 145 (1,514  (8,233) (9,602}
Transactions with owners of the Company
Purchase of shares 23 - - 212) - - - - 212)
Share 1ssues 1 45 - - - -~ - 46
Share-based payment awards exercised
in perod - - 815 - - - {815} -
Share-based payment farr value charges 6 - - - - - - 1.378 1,378
Dividends paid 1 - - - — - - (6,128}  (6,128)
At 30 November 2011 1,869 26,963  {3,202) 94 {44) 115 2,723 28,518
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Company statement of changes in equity
for the 14 months ended 30 November 201
Share Caoprtal
Share  premwm Own redemption Retained Total
copital account shares reserve earmngs equity
Nofes £000 £000 £'000 £'000 £'000 £000

Company
At 1 October 2009 1,863 26,725 (1,246) 94 40,567 68,003
Profit for the year - - - - 4,403 4,403
Total other comprehensive iIncome - - - - - -
Transactions with owners of the Company
Purchase of shares 23 - - 3,213} - - {3.213}
Share issues 5 193 - - - 158
Share-based payment awards exercised in year - - 654 - (803) (149}
Share-based payment far value charges 6 - - - - 1.417 1.47
Dwvidends paid n - - - - {5.764) {5,764)
At 10ctober 2010 1,868 26,98 {3,805} 94 39,820 64,895
Loss for the penod - - - - 5,279) (5.279)
Total other comprehensive income - - - - - -
Transachons with owners of the Company
Purchase of shares 23 - - (212) - - {212)
Share issues 1 45 - - - 46
Share-based payment awards exercised in the penod - - 815 - (815) -
Share-based payment fair value charges 6 - - - - 1,378 1,378
Dividends paid 1 - - - - {6,128) {6,128)
At 30 November 20M 1,869 26,963 (3,202) 94 28,976 54,700

As permitted by section 408 of the Companies Act 2006, no separate income statement 1s presented in respect of the parent Company
The Company made a loss for the 14 months ended 30 Novemnber 2011 amounting to £5 3m [year ended 30 September 2010 profit of

£4 4m)
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Notes to the report and accounts

1. General informahon
RM plc 1s a company incorporated in the United Kingdom under the Companies Act 2006 It 1s the parent company of a group of
companies, the nature of whose operations and its principal activities are set out In the Report of the Directors

The financial year end of the Company and its subsidiantes has changed from 30 September 1o 30 November Following the change

of accounting reference date, these audited accounts disclose the financial performance and cash flows for the 14 months ended

30 November 2011 and the financial position as at 30 November 2011 As a resuli, the comparatve financial informaton which is for
the year to 30 September 2010 covers an indirectly comparable time peried Proforma finanaial information for the comparable year
ended 30 November 2011 and the year ended 30 November 2010 has been included within an appendix to this Report and Accounts
and is unaudited The deasion to change the financial year end was made in order to separate both the annual financial year planning
and finanaial year end activity from the busiest operational penod of the Group’s year

The accounting pelicies are drawn up in accordance with those International Accounting Standards {1AS) and Internaftonal Financial
Reporting Standards {IFRS) 1ssued by the International Accounting Standards Board {LASB) and adopted for use in the EU and therefore
comply with Article 4 of the EU 1AS Regulation applied i accordance with the provisions of the Companies Act 2006

Income statement presentatfion

The income statement 1s presented in three columns This presentafion 1s infended to give a better guide to business performance by
separately identifying the amortisation of acquisition related intangible assets, the impairment of goodwall, acquisition related
intangible assets, other intangible assets and mvestments, the loss on sale of operations, share-based payment charges, restructunng
costs, and the increase in prowvision for dilapidations on leased properties and onercus lease contracts In the pnor year excephonal
costs relating 1o curtailment of Bullding Schools for the Future programme, and an exceplional pension credit on the Group's defined
benefil pension scheme were also separately identified The columns extend down the income statement fo allow the 1ax and earnings
per share impacts of these transactions to be understood

Adoption of new and revised International Financial Reporting Standards

The IFRIC inferpretahons, amendments to existing standards and new standards that are mandatoery and relevant for the Group's
accounting penods beginning on or after 1 October 2010 have been adopted The following new standards and inferpretations have
been adopted in the curent penod but have not impacted the reported results or the financal position

IFRS 3 Business Combinations,

IFRS 7 Financial Instruments Disclosures,

tAS 27 Consolidated and Separate Financial Statements, and
improvements to IFRSs 2010
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1 General information continued

New standards and interpretations not yet adopted
At the date of authonsation of these financial statements, the following Standards and Interpretations which have not been apphed in
these financial statements were In issue but not yet effective land in some cases had not yet been adopled by the EU}

IFRS 7 (amended) Disclosures - Transfers of Financiol Assets,

IFRS 9 Financial Instrumenits,

IFRS 10 Consolidated Financial Staternents,

IFRS 1 Joint Arrangemenits,

IFRS 12 Disclosure of Interests in Other Enhities,

IFRS 13 Farr Value Measurement,

1AS 1 {amended) Preseniation of fems of Other Comprehensive income,
1AS 12 [amended) Deferred Tax Recovery of Underlying Assets,

1AS 19 {revised) Employee Benefits,

1AS 24 (2009) Related Party Disclosures ,

1AS 27 (revised) Separate Financial Statements, and

1AS 34 Intenm Financial Reporting — Signuficant events and transactions

¢« & o 8 o 9 & & & 0 2

The Directors are finalising therr analysis and do not anticipate that the adoption of these standards and interpretafions will have a
material impact on the financial statements of the Group in fulure periods, except as follows

IFRS 9 will impact both the measurement and disclosures of Financial instruments,
IFRS 13 will impact the measurement of fair value for certain assets and labiiies as well as the associoted disclosures, and

& 1AS19 [revised] will mpact the measurement of the various components representing movements in the defined benefit pension
obhgation and associated disclosures, but not the Group’s jotal obligation 1t 1s likely tho following the replacement of expecied
returns on plan assets with a net finance cost in the Income staterment, the profit for the penod will be reduced and aecordingly
other comprehensive income increased

Beyond the information above, 1t 1s not prachicable 1o provide a reasonable estimate of the effect of these standards until a detailled
review has been completed

The principal IFRS accounting policies adopted by the Group are listed below
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FINANCIAL STATEMENTS

Notes to the report and accounts continued

2. Pnncipal accounting policies

Basis of preparchon

The financial statements have been prepared on the historical cost basis except for certain finanaal instruments, share-based
payments and pension assels and liabilihes which are measured at farr value and disposal groups held for sale which are measured at
the lower of their carrying amaount and fair value less costs to sell The preparation of finanaia! statements, in conformity with generally
accepted accounting principles, requires the use of eshmates and assumphons that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and kabilities at the date of the finanaial statements and the reported amounts of revenues and
expenses duning the reporting period Although these estmales are based on the Directors’ best knowledge of current events and
actions, aclual results ulhmately may differ from those estimates

The Group’'s business octvittes, together with the factors hkely to affect its future development, performance ond posihon are set autin
the Business Review The financial position of the Group, Its cash flows and borrowing faciliies are described in the Chief financial
Officer's Report and the Report of the Direclars The Group's nsk management pohaes are outlined in the Report of the Directors
Principal Risks and Uncertainties fable and notes 18, 19 and 20 to the financial statements outhine the Group’s finonaal assets and
liabilities, including detarls of iis financial instruments and hedging activities, and its exposures 1o credit nsk and hquidity nisk

The Drrectors have assessed forecast future cash flows for the foreseeable future, being a penod of at least o yeor followsng the
approval of the Accounts, and are satisfied that the Group’s agreed working caprial faciliies are sufficient to meet these cash flows
Given the Group's continued seasonality and long term education project confractual commitments, cash flows are forecast to be at
therr highest outflow between July and September

Considenng the above and following the Seplember 201 Strategic Review, the Directors believe that the Group 1s well placed to manage
its business nsks successfully despite the continued current uncertain economic outlook and have a reasonable expectation that the
Group has adequate resources 1o continue in operational existence for the foreseeable future Therefore, they continue to adopt the
going concern basts of accounting in prepanng the annual financial statements

Consolidation
The Group financial statements incorporate the financial statements of the Company and all its subsidianies for the periods dunng which
they were members of the Group

Inter-company balances and transactions between Group companies are eliminated on consolidation On acquisihon, assets and
liabilihies of subsidianes are measured at therr farr values at the date of acgquisthion with any excess of the cost of acquisiion over this
value being capitalised as goodwill

Investment in subsidiaries
In the Company accounts, Investments in subsidianes are stated at cost less any provision for impaiment where appropnate

Business combinahons

The acquisihon of subsidianes ts accounted for using the purchase method The cost of the acquisition 1s measured at the aggregate of
the farr values, of the date of exchange, of assets given and habilittes incurred or assumed i exchange for control  The acquired
company’s identifiable ossets, labiimes and contingent habiities that meet the condihons for recogniion under IFRS 3 Business
Combinctions are recognised at therr fair value ot the acquisition date
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2. Principal accounting policies continued

Assets held for sale

Non-current assets, or disposal groups compnsing assets and habilihes, that are expected to be recovered primanly through sale rather
than through continumng use, are classified as held for sale This condition is regarded as met only when the sale is tughly probable and
the asset (or disposal group) is availlable for immediate sale in its present condiion The identification of disposal groups includes the
dllocation of goodwaill from the relevant cash generating unit subject to the transaction

Immediately before clossification as held for sale, the assets, or components of a disposal group, are re-measured in accordance with
the Group’s accounfing poixies Thereafter generally the assets, or disposal group, are measured at the lower of therr carrying amount
and farr value less costs fo sell Any impairment loss on a disposal group first is allocated to goodwill, and then to remaining assets and
habildies on o pro rata basis, except that no loss 1s allocoted to inveniones, financig! assets, deferred tax assets or employee benefit
assets, which continue to be measured in accordance with the Group’s accounting policies Impaiment losses on inifial clossification as
held for sale and subsequent gains and losses on re-measurement are recogrused in profit or less Gains are not recognised in excess
of any cumulative impairment loss

intangtble assets and property, plant and equipment once classified as held for sale are not amorhsed or depreciated

Revenue
Revenue represents amounts recenvable for goods supplied and services provided to third-parhes net of VAT and other sales-related
taxes

Revenue from the sale of goods and senices i1s recognised upon transfer to the customer of the significant nsks and rewards of
ownership This is generally when goods are despatched to, or services performed for, customers Revenue on hardware and perpetual
software licences 1s recognised on shipment providing there are no unfulfilled obligations that are essential to the functionalty of the
delivered product and with consideration of any significant credit nsk uncertainty  If such obligations exist, revenue 1s recognised as
they are fuffilled Revenue from term licences is spread over the penod of the licence, reflecting the Group’s obligation to support the
relevant software products or update ther content over the term of the licence Revenue from contracts for maintenance, support and
annually and other penodically contracted products and services is recognised on a pro-rata basis over the contract penod Revenue
from installation, consultancy and other services 1s recognised when the service has been provided For multiple element arrangements
revenue Is allocated 1o each element on a fair value basis The portion of the revenue allocated to an element is recognised when the
revenue recognition critena for that element have been met Appropnate provisions for returns, tfrade discounts and other allewances
are deducted from revenue

Investment income 1s recognised in the Income statement in the penod in which it anses
Revenue on long-term coniracts 1s recogrused while contracts are n progress Revenue is recognised proporionally to the siage of

completion of the contract, based on the farr value of goods and services provided to date, taking into account the sign-off of milestone
delivery by customers
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Notes to the report and accounts continued

2, Prinapatl accounting policies continued

Long-term contracts

Long-term confracts represent thase accounted for in accordance with the principles of 1S 18 Revenue ond related linkage wath I1AS 11
Construchon Contracts

Profit on long-ferm contracts 1s recognised when the outcome of the contract con be assessed with reasonable certainty, including
assessment of contingent and uncertain future expenses Thereafler profit 1s recognised based upon the expected outcome of the
contract and the revenue recognised at the balance sheet date as a proporhion of total contract revenue

if the outcome of a long-term contract cannot be assessed with reasonable certainty, no profit is recogrised Any expected loss ona
confract as a whole, 1s recognused as soon as if 1s {foreseen The loss 1s calculated using a discounted cash flow model ulilising o
discount rafe that reflects an estimate of the market's assessment of the ime value of money and the nisks specific to the hability Any
unwinding of the discount 1s included in the Income statement in finance costs

Where the cumulative fair value of goods and services provided exceeds amounts invoiced the balance 1s included within trade and
other recevables as long-tarm contract balances Where amounts invoiced exceed the fair value of goods and services provided the
excess is first set off against long-term contract balances and then included in amounts due to long-term contract customers within
trade and other payables

Pre-contract costs are expensed unii! the awarding of the contract to the Group 1s considered to be virtually certain which 1s not before
the Group has been appointed sole preferred bidder Once virtual certainty has been established and the contract 1s expected 1o be
awarded within a reasonable imescale and pre-confract costs are expected to be recovered from the contract’s net cash flows, then
pre-contract costs are recognised as an asset and accounted for as long-term coniract costs

Intangible assets
All intangible assets, except goodwill, are stated at cost less accumulated amortisation and any accumutated impairment losses

Goodwill

Goodwill represents the amount by which the fair value of the cost of a business combination exceeds the farr value of net assets
acquired Goodwill 1s not amortised and is stated at cost less any accumulated impairment losses For business combinanhons occurring
before 1 October 2004, the Group's transition date to IFRS, the cost of goodwill 1s deemed to be the UK GAAP net book value at this date

The recoverable amount of goodwill 1s fested for impairment annually or when events or changes in aircumstance indicate that it might
be mpared Imparment charges are deducted from the carying value and recognised tmmediately in profit or loss For the purpose of
impairment testing, gocdwill is allocated to each of the Group’s cash generating units expected to benefit from the synergies of the
combinction Cash generating units to which geodwill has been allocated are tested for impairment annually, or more frequently when
there 1s an indication that the urit may be impaired  If the recoverable amount of the cash generating unit is less than the carrying
amount of the unit, the impairment loss 1s allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to
the ather assets of the urut pro-rata on the basis of the carrying amount of each asset in the unit  An impairment loss recognised for
goodwill iIs not reversed in a subsequent penod
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2. Principal accounting policies continued

Research and development costs

Research and development costs associaled with the development of software products or enhancements and therr related intellectual
property nghts are expensed as incurred untl all of the following critenia can be demonstrated, in which case they are capitalised as an
intangible asset

the technical feasibility of completing the intangible asset so that it will be avallable for use or sale,

an intenhon fo complete the intangible asset and use or sell it,

abilty to use or sell the infangible asset,

how the intangible asset wili generate probable future economic benefits Among other things, the Group can demenstrate the

existence of a market for the output of the intangible asset or the intangible asset itself or, If it 1s to be used internally, the usefulness

of the intangible asset,

e Ihe avallcbity of adequate technical, financial and other resources to complete the development and to use or sell the iIntangible
asset, and

= an ability o measure relicbly the expenditure attnbutable to the intangible asset during its development

The technological feasibility for the Group's software products is assessed on an indmdual basis and 1s generally reached shortly before
the products are released to manufactunng, and late in the development cycle Capitalised development costs are amortised on a
straight-line basis over their useful lives, once the product Is avallable for use Useful Iives are assessed on a project-by-project basis

Other intangible assets
Intangible assets purchased separately, such as software licences that do not form an integral part of hardware and the costs of
internally generated software for the Group's use, are capitalised at cost and amorhised over their useful lives of 2-8 years

For business combinations occurnng after 1 October 2004, net assets acquired includes an assessment of the fair value of separately
identifiable acquisition related intangible assets, in addition to other assets, habities and contingent habiliies purchased These are
amortised over their useful lives which are indmwdually assessed

Property, plant and equipment
Property, plant and equipment assets are stated at cost, less depreciation and provision for impairment where appropnale

Property, plant and equipment are depreciated by equal annual instalments to write down the assels to their eshtmated disposal value
at the end of their useful lives as follows

freehold property Up to 50 years
Leasehold bullding improvements  Up to 25 years
Plant and equipment 3 -10 years
Computer equipment 2 - Syears
Vehicles 2 - 4 years

Computer units produced by the Group which are used for the purposes of administration, research and development and customer
demonsirations are capitalised and comed at cost less accumulated depreciation
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Notes to the report and accounts continued

2 Principal accounting policies continued

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying amounts of iis tangible and intangible assets to determ:ne whether there 1s
any indication that those assels have suffered an impasment loss  If any such indication exists, the recoverable amount of the asset 1s
estimated in order to determine the extent of any imparment loss  Where the osset does not generole cash flows that are independent
from other assets, the Group estimates the recoverable amount of the cash generating unit fo which the asset belongs

Recoverable amount 1s the higher of fair vatue less costs to sell and value in use  In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted

If the recoverable amount of an asset {or cash generating uniti 1s estimated to be less than its carrying amount, the carrying amount of
the assel (or cash generating unith 1s reduced 1o s recoverable amount  An impairment loss ts recognised as an expense immediately

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash generating unit} 1s increased to the revised
estimate of ds recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for the asset {or cash generating unit) in prior penods A reversal of an
impairment loss 1s recognised as income immedictely

Finanaa! instruments

Trade and other recevables

Trade and other receivables are not interest beaning and are stated at therr onginal invoiced value reduced by appropniate allowances
for estimated 1rrecoverable amounts

Cash and cash eguivalents
Cash and cash equivalents comprise cash at bank and in hand and shor-term deposits with o matunty of three months or less Bank
overdrafis are included in cash and cash equivalents only to the extent that the Group has the nght of set-off

Trade and other payables
Trade payables on normal terms are not interest bearing and are stated at onginal invoiced amount

Denvative financial instruments

The Group holds denvative financial instruments to hedge ifs foreign currency and interest rate nsk exposures

Cn inihal designation of the denvative as the hedging instrument, the Group formally documents the relationship between the hedging
instrument and hedged item, including the nsk management objectives and strategy 1n undertaking the hedge transaction and the
hedged nisk, together with the methods that will be used to assess the effectiveness of the hedging relationship The Group makes an
assessment, both at the incephon of the hedge relationship as well as oh an ongoing basis, of whether the hedging instruments are
expected to be “hughly effective” in offsetting the changes in the fair value or cash flows of the respective hedged items afinbutable to
the hedged nsk, and whether the actual results of each hedge are within a range of 80 - 125 percent For a cash flow hedge of a
forecast fransachion, the transachion should be highly probable to occur and should present an exposure 1o vanations in cash flows that
could ultimately affect reported profit or loss

Denvatives are recognised mitially at fair value and attrbutable transachion casts are recognised in profit or loss as incurred Subsequent
1o inthal recognition, denvahves are mecsured at fair value, and changes therein are accounted for as described below
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2. Principal accounting policies continued

Cash flow hedges

When a dervative 1s designated as the hedging instrument in a hedge of the vanabilty in cash flows atnbutable to o particutar nsk
associated with o recognised asset or hability or a highly probable forecast iransaction that could affect profit or loss, the effective
portien of changes in the fair value of the denvative 1s recognised in other comprehensive Income and presented in the hedging reserve
in equity Any ineffective portion of changes in the fair value of the denivative 1s recognised immediately in profit or loss

When the hedged item 15 a non-financial asset, the amount accumulated in equity 1s included in the carrying amount of the asset when
the asset 1s recogrused In other cases the amount accumulated In equity is reclassified to profit or loss in the same period that the
hedged item affects profit or loss If the hedging instrument nc longer meets the cnteno for hedge accounting, expires or 15 sold,
ferminated or exercised, or the designation 1s revoked, then hedge accounting 1s discontinued prospectively If the forecast transaction is
no longer expected to occur, then the balance in equity 1s reclassified in profit or loss

Other non-trading denvatives
When a derivative financial instrument 1s not designated in a hedge relationship that qualifies for hedge accounting, all changes in its
farr value are recognised immediately in profit or loss

Inventones

Firished goods and work-in-progress are valued at cost on a first in first out basis, including appropnate labour costs and other
overheads Raw materials and bought in finished goods are valued at purchase price All inventones are reduced to net realisable value
where lower than cost Prowvision 1s made for obsolete, slow moving and defective items where appropnate

Provisions

A provision 15 recogmised if, as a result of a past event, the Group has a present iegal or constructive obligaton that can be estmated
relably, and it 1s probable that an outflow of economic benefits will be required to settle the obligation Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects curment market assessments of the ime value of money and
the nsks speaific fo the llability The unwinding of the discount Is recognised as finance cost

Restructunng
A provision for restructuring is recogmised when the Group has approved a detailed and forme! restructunng ptan, and the restructunng
either has commenced or has been announced publicly Future operafing losses are not provided for

Onerous contracts

A provision for onerous contracts 1s recognised when the expected benefits 1o be denved by the Group from g contract are lower than
the unavoideble cost of meehing ifs obligations under the contract The provision 1s measured at the present value of the lower of the
expected cost of terminating the contract and the expected net cost of continuing with the contract Before a provision is established, the
Group recognises any iImpairment loss on the assets associated wath that contract

Dilapidations provision

A dilopidations prowision 1s recogrmised when the Group has an obligation to rectify, repair or reinstate o leased premuses {o a cerlain
condon in accardance with the lease agreement The prowision is measured at the present value of the estimated cost of rectifying,
repainng or reinstating the leosed premuses at a speafied future date To the extent that future economic benefits associated with
leasehold improvements are expected to flow to the Group, this cost Is capitalised within the leasehold improvement category of
property, plant and equipment and 1s depreciated over its useful economic ife
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Notes to the report and accounts continued

2. Prinapal accounting policies continued

Leasing actrty

The Group offers customers the option 1o finance lease assets Where these transactions are entered into, the lease debt s
subsequently sold to a finance inshiuion At this stage profit on sale of the lease debt is recognised as a financing item within
investment ncome

Operating leases
Rentals under operating leases are charged to profit on a straight-hine basis over the lease term

Share-based payments

The Group operates a number of Executive and employee share schemes For all grants of share-based payments, the far value as af
the date of grani Is calculated using a pricing mode! and the corresponding expense s recogmsed over the vesting period At vesting
the cumulative expense 1s adjusted 1o fake into account the number of awards actually vesting as o result of survivership and where
this reflects non-market-based performance conditions

Employee benefits

The Group has bath defined benefit and defined coninbution pension schemes For the defined benefit plan, based on the advice of a
qualified independent actuary of each balonce sheet date and using the projected unit method, the employers’ porion of post and
current service cost is charged to operating profit, with the interest cost, net of expected return on assets in the plan, reported as
financing e Actuanal gains or losses are recogrused directly In equity such that the balance sheet reflects the scheme’s surplus or
defict as at the balance sheet date

Contrnibutiens to defined contribution plans are charged to operating profit as they become payable An accrual 1s mamtained for pard
holday entitternents which have been accrued by employees dunng a peniod but not taken dunng that penod

Employee share trusts

Employee share frusts, which hold erdinary shares of the Company in connection with certain share schemes, are consolidated into the
financial statements where the Company controls the frust Any consideration paid to the trusts for the purchase of the Company’s own
shares 1s shown as a movement in shareholders’ equity

Taxation
Current tax, including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (or recovered) using the tax rates
and laws that have been enacted or substantively enacted by the balance sheet date

Deferred taxation 1s accounted for using the balance sheet hability method in respect of temporary differences ansing from differences
between the carrying amount of assets and abilihes in the financial statements and the corresponding tax bases used in computation
of taxable profit Deferred tax liabilities are recognised for all faxable temporary differences except in respect of investments In
subsidianes where the Group 1s able to control the reversal of the temporary difference and n 1s probable that the temporary difference
will not reverse in the foreseeable future

Deferred tox assets are recognised to the extent that it 1s probable that future taxable profit will be availlable agamnst which the
temporary difference can be utlised Therr carrying amount 1s reviewed at each balance sheet date on the same basis

Deferred tax 15 measured on an undiscounted basis, and at the fax rates that are expected to apply in the penods in which the asset or
hability 15 settled 1t 1s recogrised in the income statement except when it relates 1o items credited or charged directly to equity, in which
case the deferred tax is also dealt with in equity Deferred tax assets and liabililies are offset when they relate to income taxes levied by
the same faxchon authonty and when the Group intends to settle iis current tax assets and habilities on a net basss
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2. Prindpal accounting policies continued

Foreign currencies

The Group presents iis financial statements in Sterling because this 1s the currency in its primary operating envircnment Balance sheet
items of subsidiary undertakings whose funchonal currency is not Sterling are transltated into Sterling at the penod-end rates of
exchange Income statement tems and the cash flows of subsidiary undertokings are translated at the average rates for the penod
Exchange differences on the translation of subsidiary opening net assets at closing rates of exchange and the differences arising
between the lanslation of profits ot average and closing exchange rates are recorded as movements in the currency translahion
reserve

Transactions denominated in foreign currencies are transkated info Sterling ot rates prevailing at the dates of the indmdual fransactions
Foreign currency monetary assels and labilities are translated ot the rates prevailing at the balance sheet dote Exchange gains and
losses ansing are charged or credited 1o the income statement within operating costs Foreign currency non-monetary amounts are
translated al rates prevailing at the hme of establishing the fair value of the asset or liability

Dividends
Dividends are recognised as a hability in the penod in which the sharehalders’ nght to receive payment has been established

Key sources of estimahion uncertainty and cnhcal accounting judgements

in applying the Group’s accounting policies the Directors are required fo make judgements, estimates and assumptions Actual resulls
may differ from these eshmates The Group's key nsks are set out in the Report of the Directors and give nse to the following eshimations
and judgements which are disclosed within the relevant note to the Report and Accounts

Goodwill valuation and iImpairment - see note 12,
Long-term contract outcome - see note 17,
Retrement benefit scheme valuation - see note 28,
Onerous lease provision — see note 21, and

Held for sale asset valuation — see note 24b

3. Revenue

An analysis of transactions accounted for under IAS 18 Revenue 1s shown below
14 months 12 months

20m 2010

£'000 £'000

Revenue from supply of products 184,460 213,410
Revenue from rendenng of serices 140,768 135,446
Revenue from the sale of licences and receipt of royalties 25,557 31,268
Investment income 1.079 1,091

Total revenue per IAS 18 Revenue 351,864 381,215
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4. Operating segments
The Group’s business 1s supplying producis and services to the UX and mternational education markets

For the penod covered by these financial statements, the Group has operated Learning Technologies twhich includes US and Asia-
Pacific operahions), Educahion Resources and Assessment and Data dmsions and this is the basis under which segmental information
has been presented to the chief operating decision maker, vio Group consolidated management accounts These are the segmenits that
the Group has determined are its reportable segments

The nature of the products/services sold within each segment i1s explamed below

e Learning Technologies - provides schools with classroom technology (including leaming platforms, computer systems and
interaclive teaching equipment} and infrastruciure lincluding networking, MIS software, access control and cashless catenng) and
managed services,

e Educanion Resources - provides schools with curnculum focused classroom resources including teaching equipment and matenals,
furniture and educahonal software, and

e Assessment and Data — provides systems, platforms and outsourcing for testing and qualifications, and performs the collechon,
analysis and distnbution of educational performance data

The following disclosure shows the result and total assets of these segments

Segmental result
Learning Education Assessment

Technologies Resources and Data Total
£000 £°000 £'000 £000

14 months ended 30 November 2011

Revenue 242,986 83,936 23,863 350,785

Adjusted operating profit* 5,444 3,041 1,564 10,049

Investment ncome (note 7) 1,07%

Finance costs [nole 8) (850)
Adjusted profit before tax* 10,278

Adjustments* (33,658)
Loss before tax (23,380)
Group loss before tax (23,380}
Share of asseciate result -

Loss before tax {23,380}

* Refer to note 1 for an explanation of adjustments to profit
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4. Operating segments continued
Learning Education Assessment
Technaolagles Resources and Data Tatal
£000 £000 £000 £000
{Restated) {Restated) (Restated) {Restated)
Year ended 30 September 2010
Revenue 273,950 83,288 22,886 380,124
Adjusted operating profit* 10,454 9,186 2,989 22,629
Investment income [(note 7} 1,09
Finance costs (note 8) 1,321
Adjusted profit before tax* 22,399
Adjustments* 1,520
Profit before tax 23,919
Group profit before tax 23,880
Share of associate result 39
Proht before tax 23,919

* Refer 1o note 1 for an explanation of adjustments to profit

Results for the year to September 2010 have been restated to reflect current penod treatment of restructunng costs and share-based
payment charges as adjustments with costs of £1,344,000 and £1,417,000 being reallocated respectively These costs had previcusly
been allocated to adjusted operating profit according to the employee’s role The restalement has resulted in a correspending change

to adjusted operating profit As a reallocation only there 1s no change 1o profit before tox

Inter-segment revenue has been eliminated in the segment in which 1t 1s generated hence the revenue disclosed above are those

eamed by the Group from third parties
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4 Operating segments confinued

Segmental assets

Segmental assets include all assets except for tax balances, balance due from joint venture and investment undertakings and cash and
cash equivalents which are shown as non-segmental balances

Learning Education  Assessment

Technologies Resources and Data Total
£000 £'000 £000 £000
At 30 November 2011
Total assets
- Segmental 69.M 49,809 8,005 126,925
- Other 36,187
163,112
At 30 September 2010
Total assets
- Segmental mas 63,579 1,355 186,080
- Other 19,550
205,630

The Group’s cperations are predominately located in the United Kingdom, with operations also in the United States of Amenca and
India The Group sells to the markets of these countnes and also the European, North American, Asian and Australasian continents
Revenues of £30 2m (2010 £49 6m) were ecrned on non-UK sales and include RM Learning Technologies sales of £18 4m {2010
£34 0m) largely in the United States of Amenca, £9 6m (2010 £14 3m) of RM Education Resources sales largely in Europe and £2 2m
{2010 £1 3m) of RM Assessment and Data sales largely in Europe

Included within the disclosed segmental assets are non current assets lexcluding financial instruments, deferred tax assets and other
financial assets) of £41 3rm {2010 £57 Om) located i the United Kingdom, £10m {2010 £0 7m) located in indig, £nil {2010 £2 8mj in the
Unrted States of Amenca and £nil (2010 £2 7m) in Australasia

Following the September 2011 Strategic Review, from 1 December 2011 the Group was restructured into four operating divisions
Education Technology, Managed Services, Education Resources and Education Software For results after 1 December 2011 the Group
has moved to this basis of responsibility and reporing and segmental information for the Group will be reported on this basis in the
future Proforma information contained within the Appendix to these financial stalements gives dernved segmental performance under
this new basis The Strategic Review deniified a number of businesses to be exited by the Group and these have ether been sold ot the
balance sheet date or identified as held for sale The resulis of exited businesses are included above withun the dmsion in which they
have been histoncally reported Proforma segmental information, within the Appendix, separately identifies the performance of these
exited businesses
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5 Profit from operations
Profit 1s stated after charging/(crediting)
12 months
14 months 2010
200 £°000
£000 {Restated)
Depreciation of property, plant and equipment
- charged in cost of sales 3,885 4,271
- charged in operating expenses 4,288 3.283
8,173 7,554
Amortisation .
- other intangible assets 1,272 1,180
- acquisihon related intangible assets — associate 32 28
- acquisthon refated intangible assets 728 1,273
2,032 2,481
Impairment
— goodwll 10,992 -
- acquisition related intangible assets 443 -
- other intangible assets 275 -
— Investment In associate 660 -
12,370 -
Seling and disinbution costs 456,815 45,282
Research and development costs 13,452 12,230
Adminisirative expenses — adjusted 20,388 20,513
Operating expenses 80,655 78,025
Adrministrative expenses - adusted 20,388 20,513
Amortisatton of acquisihion related intangible assets 728 1,273
impairment of goodwill, acquisition related intangible assets, other intangible assets and investments 12,370 -
Loss on sale of operations 4,39 -
Share-based payment charges 1,378 1,477
Restructunng costs 8,773 1,344
Increase in prowision for dilapidchions on leased properties and onerous lease confrads 5,986 -
Excephional costs relating to curtailment of BSF programme
- Restructunng costs - 1,097
- Wnite off of capitalised bid cosis - 377
- 1,474
Excephional pension credit - {7,056)
Total administrative expense 54,014 18,965
Profit on sale of property, plant and equipment 4N {322)
Loss on disposal of other intangtble assets 62 -
Staff costs {see note 6) 128,874 119,931
Operating lease expense 6,986 6,586
Foreign exchange loss 35 64
Amount of Inventories recognised as an expense 141,146 147,810
Increase in stock obsolescence provision 563 297
Increase in trade recevables impairment provision 1.734 585

Resulis for the year to 2010 have been restated to reflect current penod treatment of restructunng costs and share-based payment
charges as adjustments 1o operahing expenses Histoncally these costs were included within adjusted operating expenses within the
income statement The restatement reduces cost of sales by £866,000, selling and distrnbution costs by £510,000, research and

development costs by £174,000 and adjusted administrative expenses by £1,211,000
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5. Profit from operations continued

The Group undertakes a programme of research and development, in which advancement of techmcal knowledge and innovative
solutions cre used to substantially improve the performance of product areas, to develop new products related fo exising markets and
to enhance access o potential new markets Duning the periods reported the Group has reviewed s research and development
expendifure against the critena outlined in the Accounting Policies No materia! expenditure 1s considered to have met the capitalisation
critena Consequently capitalised research and development expenditure 1s £n4 (2010 £nil}

Auditor's remunerahon
14 months 12 months

2on 2010
£'000 £000
Fees payable to the Company’s auditor and its associates for

- The audit of the Company’s annuai accounts 8 9
- The audit of the Company’s subsidianes, pursuant to legistahion n 273
, ne 282

Fees payable to the Company’'s auditor and its associates for other non-oudit services
— Review of the internm financial statements 14 18
— Other services pursuant to legislation 20 33
- Corporate penstons advisory 93 -
127 51
Fees payable in respect of the audit of the defined benefit pension scheme - 7
346 340

A description of the work of the Audit Committee 1s sel out in their report and includes an explanation of how auditor objectty and
independence i1s safeguarded when non-audit services are provided by the audilors As explained within this report, the external audit
was subject to tender in the penod with the fees shown in the above table being payable 1o the incumbent audior to KPMG Audit Plc
while incumbent auditors in the 14 months ended Novermnber 2011 and to Deloitte LLP for the year 1o September 2010
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The average monthly number of persons (including Executive Directors, temporary employees and contractors) employed by the Group

dunng the period was as follows

14 months 12 months
2om 2010
Number Number
Employed Employed
Research and development, proeducts and serices 2,31 2,156
Markehng and sales 389 381
Corporate services 279 327
2,799 2,864
Therr aggregate employment costs comprised
14 months 12 months
20m 2010
£000 £000
Weges and salanes 110,126 102,706
Social secunty cosls 8,960 8,497
Other pension costs 8,410 731
Share-based payment charge - equity settled 1,378 1,47
128,874 119,931
There are no staff (2010 rul) employed by the Company
Information in relation to the Directors’ remuneration 1s shown in the Remunerahon Report
Note 27 contains details of the share-based payment awards to employees
7. Invesiment income
14 months 12 months
20m 2010
E'000 £000
Bank interest 143 92
Income from sale of finance lease debt 817 795
Gther finance income 21 204
1,079 1,091
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8. Finance cosfs
14 months 12 months

201 2010

£'000 £'000

Interest on bank overdrafts and loans 483 627
Interest on loan notes 20 64
Net finance costs on defined benefit pension scheme 347 630
850 1,321

9. Tax
a) Income statement

Analysis of tax charged in iIncome statement
14 months 12 months

2am 2010

£000 £'000
Current taxahon
UK corporation tax (489) 4,185
Adjustment in respect of prior years (194) {620}
Overseas tax - current penod 184 (374}
Total current tax (credit)/charge 499) 3,191
Deferred taxation
Temporary differences 189 2,49
Adjustment i respect of prior years 75} 78
Overseas lax — current penod 213 -
Total deferred tax charge 228 2,569
Total income statement tax (credl/charge @mn 5,760

In addition to the amount charged to the income statement, £1,982,000 of tax has been credited 1o equity through the statement of
comprehensive Income (2010 £2,209,000) The amount comprises a tax charge on the equity component of share-based payments of
£284,000 (2010 credit of £57,000), a tax charge on a net Investment hedge of £73,000 (2010 £66,000) and a tax credit on actuanal
gains and losses of £2,339,000 (2010 £2,216,000}

Further analysis of the Group’s deferred tax assets and liabilities s shown below
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The difference between the total tax shown above and the amount calculated by applying the standard rate of UK corporation tax to

the profit/(loss) before tax is as follows

Adjusted  Adjustments Total
£°000 £000 £000

14 months ended 30 November 20M
Prefit/{loss) before tax 10,278 {33,658) (23,380}
Tax at 26 86% thereon 2,761 (9.041) (6,280)
Effects of
- mpact of change in tax rote on camed forward deferred tax assel 145 42) 103
- other expenses not deductible for tax purposes 228 150 378
- temporary differences unrecognised for deferred tax 1,388 m 1,579
- other temporary iming differences 54 367 4
- research and development tax credit - current peniod (775) - 775)
- research and developrent tax credit — prior penod adjustment 76) - {76)
- effect of profits/losses in vanous overseas tax junsdichons 184 - 184
~ impairments - 3,215 3.5
- loss on sale of operahions - 1273 1,273
~ prior penod adjustments — other (293) - {293)
Tax charge/{credit) 3,616 [3,887) {27
Effective tax rate 35 2% n.s% 12%

Adjusted  Adjustments Total

£000 £000 £000

[Restated)} {Restated)
Year ended 30 September 2010
Profit before tax 22,399 1,520 23,99
Tax at 28% thereon 6,27 426 6,697
Effects of
- impact of change in tax rate on camed forward deferred tax asset 195 130} 165
- other expenses not deductible for 1ax purposes 340 - 340
— ather temporary timing differences 63 272 335
- research and development tax credit — current penod (B90) - {890]
- research and development fax credit - prior penod adjustment {548) - {548)
- effect of profits/losses in vanous overseas tax junisdictions {345) - {345)
— prior penod adjustments - other - 6 6
Tax charge 5,086 674 5,760
Effective tax rate 227% 44 3% 241%

As explained wathin the iIncome statement, resutts for the year 1o 30 September 2010 have been restated to refled the current penod
freatment of restructuring costs and share-based paymenis as adjustments The related tax credt has also been restated There is no

change to the tax charge as a result of this reallocation
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9. Taxconnued

Factors that may affect future tax charges

On 23 March 2011 the Chancellor announced the reduction in the main rate of UK corporahion tax to 26% wath effect from ¥ Apnl 2011
and a further reduction to 25% with effect from 1 Aprii 2012 These changes became substantively enacted on 29 March 2011 and 5 July
201 respectively and therefore the effect of these rate reductions creates a reduction in the deferred tax asset which has been included
in the figures above This reduction in rate has resulted in a credit to deferred tax of £527,000

The Chancellor proposed changes to further reduce the main rate of corporation tax by 1% per annum to 23% by 1 Apnl 2014, but these
changes have not yel been substantively enacted and therefore are not included n the figures above The overall effect of the further
reductions from 25 per cent to 23 per cent, if these applied to the deferred tax balance at 30 November 2011, would be to further reduce
the deferred tax asset by approximately £558,000 and further reduce the Group's future current tax charge

¢) Deferred tax

The following are the major deferred tax assets and liabililes recognised by the Group and movements thereon dunng the current
penod and pnior reporting year

Acquisihon

Accelerated Retirement Shori-term related

tax benefit  Share-based fiming ntangible
depreciation obligations payment differences assetfs Total
£'600 £000 £'000 £'000 £'000 £000
At1 October 2009 1,271 3,580 645 1,072 0,392 5176
{Chargel/credit to mcome 195) {2,454) (75) {203} 358 (2,569
[Chargel/credit to equity - 2,216 10 - {8} 2,218
At October 2010 1,076 3,342 580 869 (1,042) 4,825
(Chargel/credit to income 14 (387 138) (77 360 {228)
(Chargel/credi! to equity - 2,339 (290) - ' - 2,049
Dispesed on sale of business - - - - 156 156
Reclassified to held for sale (16 - 2) (38) 227 71
At 30 November 2011 ’ 1,074 5,294 150 754 299) 6,973

In addition to the deferred tax charge of £290,000 to equity on share-based payments {2010 credit of £10,000), there i1s a cumrent tax
credif to equity of £6,000 (2010 £47,000) for the current 1ax deduction available upon the exercise of equity settled remuneration
Therefore the total charge 1o equity on share-based payment charges included wathun the Statement of comprehensive income 1s
£284,000 (2010 credit of £57,000)
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9 Tax continyed

Certain deferred tax assets and liabiliies have been offset abeve The following analysis shows the deferred tax batances before offset,
as shown n the balance sheet

At At

30 November 30 September

20mM 2010

£000 £000

Deferred tox assets 6,973 4,859
Deferred tax abiities - (34)
6,973 4,825

The Group has recognised deferred tax assets in junisdichons where these are expeded 1o be recoverable against profits in future
penods At the balance sheet date, the Group has an unrecognised gross deferred tax asset of £2 3m (2010 £0 3m} which 1s available
for offset against future profits withuin the United States of America Included within this balonce are unrecognised tax losses of £1 8m
{2010 £0 3m} A deferred tax asset has not been recognised in respect of any of this amount due to uncertainty surrounding the future
use of these losses (2070 £nil}

No deferred tax liability 1s recognised on temporary differences of £343,000 (2010 £390,000 relaiing o the unrerutted earnings of
overseas subsidiaries as the Group is able to control the imings of the reversal of these temporary differences and it 1s probable that
they will not reverse in the foreseeable future

d) Tox assets/liabilities
Corporation tox balances are offset when there 1s a legally enforceable night to set off current tax assets against current tax habilities
The following 1s an analysis of the current tax assets and Labilihes for financial reporting purposes

At At

30 November 30 September

on 2010

£000 £000

Current tax assets 2,058 877
Current tax liabihities ' - {1,878)

2,058 1.001)
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10. Eamings per ordinary share

The calculation of basic and diluted earnings per ordinary share 1s shown below As explained in note 1, adjusted earnings per share

have clso been presented

Basic earmings per ordinary share

14 months 12 months
2on 2010
Weighted Weighted
average Profit average
Loss)/profit  number of after tax number of Pence
after tax shares Pence £000 shares per share
£°000 ‘000 per share {Resiated) ‘000 {Restated)
Basic (loss)/eamings per ordinary share {23,109) 9,260 (25 3) 18,159 92,121 197
Effect of adjustments* 297N - azés (846} - o9
Adjusted basic eornings per ordinary share* 6,662 91,260 73 17.313 92121 188
Diluted earnings per ordinary share
14 months 12 menths
20m 2010
Weighted Weighted
average Profit cverage
{Loss)/profit  number of after tax number of Pence
after tax shares Pence £000 shares per share
£000 ‘000 per share {Restated*} 000 {Restated*)
Basic {lossl/eamings per ordinary share (23,109) 91,260 {25 3) 18,159 92,121 197
Effect of dilutive potential ordinary shares
share options - 27 - - 92 -
Diluted (loss)/earnings per ordinary share (23,109 91,287 (25 3} 18,159 92.213 197
Effect of adjustments* 297N - 326 (846) - 09
Adjusted diluted eamings per ordinary share* 6,662 91,287 73 17,313 92,213 188

* Adjustrents made to profit after tax are as set out within the Income Staterment The effect of adjustments on prior penod adjusted
earnings per share hos been restated, consistent with the treatment of restructuring costs and share-based payment costs within the
Income Statement There has been no change to the basic or diluted earnings per share presented in the prior penod

1. Dividends

Amounts recognised as disinbutions to equity holders in the penod

14 months 12 months

o 2010

£'000 £'000

Final dvidend for the year ended 30 September 2010 of 5 25p (2009 4 85p) per share 4,786 4,492
tntenim dividend for the 14 months ended 30 November 2011 of 1 47p {2010 1 39p) per share 1,342 1,272
6,128 5,764

The proposed final dvidend of 153p per share was approved by the Board on 3 February 2012 The dividend 1s subject to approval by
shareholders of the annual general meeting and the expected cost of £1 4m hos not been induded as a kabildy as at 30 November 201
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12. Goodwill

£'000
Cost
At 1 October 2009 36,287
Exchange differences 270
Change in eshmated deferred considerahon payable 132
At 1 October 2010 356,689
Exchange differences 176
Derecognised on disposal of operations {4,103)
Derecognised cn dissolution of subsidiary 1.247)
Assets reclassified as held for sale (6,532)
At 30 November 2011 24,983
Accurnulated impairment losses
At 1 October 2009 and 1 October 2010 {2,46%)
Impairment losses in the period 10,992}
Derecogmsed on dissolution of subsidiary 1,247
Assets reclassified as held for sale 4,580
At 30 November 20M (7.634}
Carrying amount
At 30 November 2011 17,349
At 30 September 2010 34,220

Goodwill acquired in a business combination s allocated, ot acquisihon, to the cash-generating units {'CGUs') that are expected to
benefit from that business combination As explained wittun note 4, for the period to 30 November 2011 the Group has operated under

Learming Technologies, Assessment and Data and Education Resources segments

Over the course of the penod and with developments in the Group’s ability to allocate net assets to sub-segmental level, the Group’s

CGUs have been lowered to sub-segment Business Unit level and it 1s this level to which goodwill has been allocated This was

reinforced in the Group’s Seplember 2011 Strategic Review where certain operations were identfied as being non-core to the Group's
continuing strategy and an active disposal programme was inated, with a number of subsidianes and businesses being sold in the
period to 30 November 2011 and others identified as held for sale and hence transferred 1o this category Goodwill attaching fo the

relevant CGUs has been allocated fo the subsidiary or business being sold
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12. Goodwill continued
The carrying amount of goodwill has been allocated as follows

At
30 November
Pre-tax 20Mm
discount rate £000

Assessment and Data
— RM Data Soluhions 13 8% 2,956

Education Resources

- RM Education — RM Software 138% 1,550
- TT5 Group 135% nm
— RM-SpaceKraft 13 4% 1,732
17,349
At
30 September
Pre-tax 2010
discount rate £000
Learning Technologies 15 6% 9,904
Assessment and Data 15 6% 2,956
Education Resources 15 6% 21,360
34,220

The Group tesis goodwll annually for impairment or more frequently if there are indications that goodwill might be impaired This
includes assessment following the Group’s September 2011 Strategic Review, where impairment mdicators were evident The Review
was performed in response to recent unpredictability within the Education market, with the Group’s performance being dependent upon
the UK macro-economic environment and parhicularly public sector spending on Education This suggested that operahng results were
anticipated o be below analyst forecasts at the time The following impairments have been recegnised In the penod

Learning Technolegies

e In advance of the balance sheet dote the hardware element of the Group’s US business was sokd to Troxell Communications Inc
and the Group’s Australian subsidiary was sold to Civica Ply Lid Goodwill relating o these businesses of £1 7m and
£2 4m respectively was included within the loss on sale,

e On1December 201, certain trade and assets of AMt Education Solutions Ltd, representing the Ranger business were transferred to
RM Education plc Following an assessment of the likely future cash flows from these assets an impairment charge of £4 2m was
recognised on goodwill allocated to the Ranger business, and

e The remairing frade of AMI Education Solutions Ltd being the Easytrace business was sold to Jonas Computing {UK) Lid on
19 January 2012 This business was recorded as held for sale af the balence sheet date {refer to note 24b) A goodwill Impairment
of £1 7m, reflecting the ulimate sales pnce of this business, has been recognised As o result the goodwill relating to Easytrace 1s
fully impaired

Assessment and Data

e The goodwall within this segment relates to Group subsidiary RM Data Solutions Ltd  After considenng the likely future cash flows of
this business it was determined that no impairment was required The business 1s heawvily reliant on one public sector contract and
it 1s likely that, in the event thi scontract Is not renewed a goodwill impairment charge will be recorded
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12. Goodwill continued

Education Resources

® Anmpairment of £2 3m, representing full Impairment, has been recognised in relation to goodwill allocoted to the Isis Concepts
Ltd business, which 1s being actively marketed for sole This reflects an assessment of the estimated sales proceeds,

* Following o review of forecast fulure cash flows the goodwill on RM Education plc's Software business and on SpaceKraft Ltd
subsidhary reloted goodwill has been impaired by £1 1m and £1 Om respecively,

e Since the balance sheet date, the Group's 49% investment in Lego Education Europe Lid and associated support provided through
Group subsidiary DACTA Ltd has been sold to Lego A/S The business is recorded within held for sale at the balance sheet date A
goodwill impairment of £0 5m reflecting the ulimate sales price of the business has been recognised The remairing goodwill on
the DACTA business of £2 Om has been transferred 1o assets held for sale (refer to note 24b), and

e Following a review of the forecast future cash fiows, no iImpawment was required on Group subsidiary TTS Group Lid

The total impact of the items identified above 1s an iImpairment charge on the carrying value of goodwill of £11 0m (2010 £nill, which
has been recognised in the penod within operating expenses in the consolidated income statement

The recoverable amounts of the CGUs are determined from value in use calculations or, where assets are classified as held for sale,
the estimated sales proceeds The key assumptions for the value in use calculations are those regarding the discount rates and
growth rates

The Group monitors its post-tax Weighted Average Cost of Capital and those of i4s competitors using market data This measure has
been subject to downward pressure as a result of reduced yields on UK Government Gilts and, for RM specifically, reductions in RM plc's
equity beta In considenng the discount rates applying to CGUs, the Directors have considered the relative sizes, nsks and the inter-
dependencies of its CGUs and therr relatively narrow operation within the Education products and services market The impairment

reviews use a discount rate adjusted for pre-tax cash flows Analysis of the sensitvity of the resultant impairment reviews to changes in
the discount rate 1s included betow

The Group prepares cash flow forecasts derived from the most recent financial plan approved by the Board and extrapolates cash flows
for the foliowing two years based on forecast growth rates of the CGUs The growth rates are based on internal growth forecasts of
between -7% and 3% (2010 3% and 8%) The terminal rates used for the value in use calculation are between 0% and 3% (2010 3%)

Sensitivity
The table below shows the sensitivity of the impairment reviews to the discount rate used
Reduction In Increase
carrymng In carrying
Carrying amount amount
amount at from 1% from 1%
30 November Increqase in decrease In
20Mm  discountrate  discount rate
£000 £000 £000 £:000
Assessment and Data
- RM Data Solutions ' 2,956 - -
Education Resources
- RM Education - RM Software 1,550 99} na
- TIS Group nm - -
- RM-SpaceKraft 1,732 (277 344

17.349 1376} 458
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13 Intangible assets
Acquisition related infangible assets

Intellectual
property & Other
Customer database software
relationships Brands assets Sub-total assets* Total
£000 £°000 £000 £°000 £°000 £000

Group
Cost
At 1 October 2009 51N 1,465 1,487 8,123 19,301 27,424
Additions - - 8 B 1,517 1,525
Transfer from property, plant and equipment - - - - 277 277
Exchange differences 21 3 - 24 20 44
Change in eshmated deferred consideration payable 150) - - {50) - {50)
Disposals - - - - (30) (30}
At 1 October 2010 5,142 1,468 1,495 8,105 21,085 29,190
Addiions - - - - 2,055 2,055
Exchange differences - - - - {29} (29)
Disposals - - - - {10,377) (10,377)
Disposa! on sale of operations 01,053) (288} {265) 1,606} - 1,606}
Assets reclassified as held for sale {2,490) 616} {905) [4.011) (84} (4,095)
At 30 November 2011 1,599 564 325 2,488 12,650 15138
Accumulated amortisation and impairment
At 1 October 2009 2,203 433 506 3,142 16,647 19,789
Charge for the year 862 183 228 1,273 1,180 2,453
Transfer from property, plant and equipment - - - - 89 89
Exchange differences - - - - 13 13
On disposals - - - - {30} (300
At 1 October 2010 3,065 616 734 4,415 17.899 22,314
Charge for the period 404 ns 206 728 1,272 2,000
Impairment loss 109 86 248 443 275 78
Exchange differences - - - - (28) (28)
Disposals - - - - 10,215) 10,315)
Disposal on sale of operations {782 1891 (224} (1.195) - 1195)
Assets reclassified as held for sale {1.952) (51) {642} {3.105) 160 (3,165)
At 30 November 2011 844 120 322 1,286 9,043 10,329
Camying amount
At 30 November 2011 755 444 3 1,202 3,607 4,809
Aj 30 September 2010 2,077 852 761 3,690 3,186 6,876

* Purchased and infernally developed software assets amounted 1o net book values of £0 6m and £3 Om respectively {2010 £0 9m and
£2 3m) This included respective addrions of £0 2m and £1 8m (2010 £0 4m and £1 1m)
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13. Intangible assets continued

Animpairment loss on acquisthen related intangible assets of £443,000 (2010 £nil) and an impairment loss on other software assets of
£275,000 {2010 £nil} have been recogrised in the penod within operating expenses in the consolidated income statement These arose
following the Group's September 2011 Strategic Review where cerfain operations were identified as being non-core o the Group’s continuing
strategy and an active disposal programme was inthated, with a number of subsidianes and businesses being sold af 30 Novernber 2011 and
others identified as held for sale The ocquisiion intangible assets were impaired under the requirements of IFRS 5 Non-current Assets Held for
Sale and Discontinued Operations Refer to note 12 for further information on the iImpairment reviews performed and calculation of recoverable
amount The other software assets were fully mpaired following the disposal of businesses that benefitted from the assets’ use The
impaiments are allocated fo the segmental assets as follows Leaming Technologes £436,000, Education Resources £282,000

14. Property, plant and equipment
The movement in the penod was as follows

Freehold Short

land and leasehold Plant and Computer

buldings improvements equipment equipment Vehicles Total

£'000 £°000 £'000 £000 £°000 £000

Group
Cost
At 1 October 2009 2,803 2,972 8.366 38,675 7,205 60,021
Additions 14 937 1,256 3,490 2,103 7.800
Transfer 1o intangible assets - - - {277} - 277
Exchange differences - N {49) 161 24 167
Disposals - - {224) {221} {1,444} 1.889)
At 1 October 2010 2,817 3,940 9.349 41,828 7,888 65,822
Additions 97 1,046 1,265 2,010 995 5413
Exchange differences - (41 103) (82) {31 {257}
Transfer between categones 134) - 17 n7 - -
Disposals - 79) (887) 14,524) {1.963) (7,453)
Disposal on sale of operations - {165} {366) {1,090} {120 N.741)
Assets reclassified as held for sale - 9 (92} 2 {484} {866}
At 30 November 2011 2,780 4,622 9,183 38,048 6,285 60,918
Accumulated depreciation
Al 1October 2009 337 1,887 6,010 27,392 3,074 38,700
Charge for the year 21 296 851 4,341 1,945 7,554
Transfer to intangible assets - - - 89} - 89}
Exchange differences - 24 84 132 9} 23
Elminated on disposals - - 212} (168} (1,248} {1,628}
At October 2010 458 2,207 6,733 31,608 3,762 44,768
Charge for the penod nz 383 o 4,859 1,908 8373
txchange differences - {8} {60) {52) {17) (137}
Transfers between calegories ne - {a6) {73} - -
Disposals - {50) (901 {4,007) {1,633] {6.591)
Disposal on sale of operations - nm {234) {(908) 95 11,348)
Assets reclassified as held for sale - - 77 {175) (295] (547)
At 30 November 2011 689 2,421 6,326 31,252 3,630 44,318

Carrying amount
At 30 November 2011 2,09 2,201 2,857 6,796 2,655 16,600

Al 30 September 2010 2,359 1,733 2,616 10,220 4,126 21,054
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15 Investment in subsidiory undertakings
All pnncipal subsidiaries of the Group are involved in the educction market and are consolidated into the financial statements Af 30
November 2011 these were as follows

Proportion
of voting
Country of Class of nghts and
Prnnapal actvity incorporation share shares held
AMI Education Solutions Lid **  Software, services ond systems £ngland Ordinary 100%
DACTA Ud ** Resource supply England Ordinary 100%
Isis Concepts Ltd ** Resource supply England Ordinary 100%
RM Group US LLC (formerly
Computrac LLC) * Software, services and systems USA Ordinary 100%
RM Data Solutions Ltd Data analysis and reporfing England Ordinary 100%
RM Education ple Software, services and systems England Ordinary 100%
RM Education Solutions India
Pvt Lid * Software and Corporate Services India Ordinary 100%
SpaceKrafi Lid Resource supply England Ordinary 100%
TTS Group itd Resource supply England Qrdinary 100%
* Held through subsidiary undertaking
** Subsidianies clossified as held for sale al 30 November 2011, see notfe 24b for further informahon
In the Company, equily investments in subsidiary undertakings are held at cost less prowision for impairment
Capital
Investment  contnbulion -
inshare  Share-based  Quasi-equity
capital poyments Loan Total
£000 £000 £°000 £000
Company
Cost
At 1 October 2009 45,481 5719 7.077 58,277
Repayment of capital following inter-group restructunng {410} - - {410}
Decrease n far value of issuable loan notes and deferred consideration 132 - - 132
Share-based payments - 1,417 - 1,417
At 1 Gctober 2010 45,203 7.136 7,077 59,416
Increase in investment in subsidiary 12,000 - - 12,000
Disposal of investiments {2,020 - - (2,020}
Share-based payments - 1,378 - 1,378
At 30 November 2011 55,183 8,514 7.077 70,774
Impairment
At Cctaber 2009 (3,484) - - {3,484)
impairment in cost of investment of subsidiary (292} - - (292)
At1October 2010 {3.776) - - {3,776
Impairment in cost of investment of subsidiaries 7,563) - - {7.565)
Impairment in cost of Invesiment in associate {698} - - {698}
At 30 November 201 12,039) - - (12,039)
Carrying value
At 30 November 2011 43,144 8,514 7,077 58,735

At 30 September 2010 41,427 7,136 7,077 55,640
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15. tnvestment in subsidiary undertakings continued
Loans to subsiciary undertakings are not repayable in the foreseeable future and are considered to form part of the Company’s
investment

An impairment loss on the investment in subsidianes of £7 6m (2010 £nil) and £0 7m (2010 £nil} on the investment in an assoaate has
been recognised in the period within operating expenses in the parent company income statement This arose following the Group's
September 2011 Strategic Review where cerfain operations were identified as betng non-core to the Group’s continuing strategy and an
active disposal progromme was inihated, with a number of subsidianes and businesses being sold ot 30 November 2011 and others
identified as held for sale

Refer 1o note 12 for further information on the impairment reviews performed and calculation of recoverable amount
A further investment of £12 Om was made during the penod in Group subsidiary RM Education plc in arder 1o maintain RM Education’s

capttal posmon which had been impacied by impairmenis to loans to Group companies and businesses sold or identified as held for
sale

16 Inventories
At
At 30 September
30 November 2010
2o0m £'000
£'000 [Restated)

Group

Components 4,840 9,461
Work in progress 185 193
Firished goods 13,822 15,425
18,827 25,079

17 Long-term contracts
The following disclosure relates to long-term contracts accounted for under the prninciples of 1AS 18 Revenue and related linkage to 145 11
Consiruction Contracts These contracts do not represent the Group’s only long-duration business

At
At 30 September
30 November 2010
20m £000
£'000 {Restated}
Group

Coniracts in progress at the balance sheet date
Contract cast incurred plus recogrised profils less recognised losses to date 321,597 376,768
Less progress billings {319,085) 368,800)
2,512 7,968
Amounts due from contract customers included in trade and other recevables 9.407 13,856
Amounts due from contrac customers included in trade and other payables (6,895) {5,888}
2,512 7,968

Withun the prior year comparators, an amount of £5 3m has been reclassified from accruals to long-term contract balances reflecting
the nature of the balance This is shown above within amounts due from contract customers included within trade and other payables
in the comparative pernod
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17. Long-term contracts continued
Further, contract cost incurred plus recogrised profits fess recognised losses to dale and progress billings have been restated by
£18 3m and £23 6m respectively to include certain contracts that were in progress at the balance sheet date but had been omitted

Total revenue recognised from long-term contracts amounted to £101 Im {2010 £90 5my}

Long-term contract outcome - estimation uncertainty

The Group s long-term contracis represent a significant part of the Group’s business As a result of the accounting for these contrads, os
outlined in note 2 it 1s necessary for the Directors o assess the outcome of each contract and also estimate future costs and contracted
revenues to establsh ulhmate coniract profitability Key judgements include performance indicator outcomes, future inflation rates and
implementation/software development costs Profitis then recognised based on these judgements and therefore, depending on the
maturiy of the contract portfolio, a greater or lesser proportion of Group profit will anse from long-term contracts

18 Trade and other receivables

Group Company
At At At At
30 November 30 September 30 November 30 September
20m 2010 20n 2010
£000 £°000 £'000 £000
Current
Financial assets
Trade recevables 43,938 75,076 - -
tong-term contract balances (Note 17) 9.407 13,856 - -
Other recevables 2,046 1,94 3 88
Denvative financial nstruments forward foreign exchange contracts 67 73 - -
Accrued tncome 782 1,636 - -
Amounts owed by subsidiary undertakings - - - 10,020
56,240 92,555 3 10,108
Non financial assets
Prepayments 6,030 5,283 - -
62,270 97,838 31 10,108
Non-current
Financial assets
Other recevables — amount owed by [oint venture undertaking 1,878 - - -
Other recevables - other n2 - nz -
2,590 - n2 _

Subsequent to the bolance sheet date, the loan of £1,878,000 o joint venture undertaking Lego Education Europe Ltd was repaid on
3 January 2012 on the sale of the investment — refer to note 29b for further details

Other non-current recevables includes £712,000 of gross amounts recevable from Newham Learming Partnershup (PSP) Ltd and Essex
Schools {Holdings) Ltd where amounts have been lent fo the Group’s equity investiments in BSF delivery companes
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18. Trade and other receivables continued
The currency profile of receivables 1s shown below
At At At Al
30 November 30 September 30 November 30 September
20M 2010 20m 2010
£°000 £°000 £000 £000
Currency profile of recevables
Sterling 61,746 88,899 743 10,108
US Dollar 941 5110 - -
Eurc 1,878 1,870 - -
Australian Dollar - 1,154 - -
Danish Kroner - 455 - -
Indian Rupee 295 350 - -
64,860 97,838 743 16,108

The Directors consider that the camrying omount of frade and other recevables approximates therr forr value

The average credit penod on sales of goods 1s 62 days {2010 46 days) An allowance has been made for eshmated irecoverable amounts
of trade recevables of £2 2m (2010 £1 Om} based an management’s knowledge of the customer, exiernally avarlable information and
expected payment likelihood This allowance has been defermined by reference to specific recevable balances and past defautt

expenence New customers are subject to credit checks, using third-party databases pnior 1o orders being accepted
Andlysis of type of customer

At At

30 November 30 September

20M 2010

Group £000 £000
Government customers 23,974 56,251
Commeraal customers 19,964 18,825
43,938 75,076
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18. Trade and other receivables continued
Analysis of allowance for estimated irrecoverable amounts of trade recevables

At At
30 November 30 September
20m 2010
£000 £000
Group
At stert of penod 1,024 523
Charge to income statement 1,734 585
Utiised (@21 (84)
Transfer 1o held for sale 43} -
At end of peniod 2,194 1,024
Ageing of trade recevables
At Al
30 November 30 September
on 2010
£'000 £000

Group
Nesther impaired nor past due 19,839 45,632
Not impaired but overdue by less than 60 days 15,520 23,801
Not imparred but overdue by between 60 and 90 days 4,320 2,753
Not impaired but overdue by more than 90 days 4,695 3,885
Impaired 1,758 29
Allowance for estimated rrecoverable amounts (2.194) 1,024

43,938 75,076

Included wathin trade receivables are £0 6m {2010 £0 7m) of recevables relating to finance lease debt awaiting sale to

o financial instituhan, which completed shortly after the balonce sheet date Upon sele the margin mplicit will be recogrised as a

financing item within invesiment income

Allimparred recewvables are overdue by more than 90 days




RM plc Annual Report 201 stock code RM www rmeducation com 79

19. Trade and other payables

Group Company
Al
At 30 September At At
30 Novernber 2010 30 November 30 Seplember
20m £000 20n 2010
£000 {Restated) £000 £'000
Current
Financial liabilities
Trade payables 16,206 34,379 - -
Amounts due to subsidiary undertakings - - 4,505 10
Other taxation and socal secunty 5,307 12,341 - -
Other payables — other 2,628 2,780 - -
Denivative financial instruments
- Forward foreign exchange contracts 273 73 - -
= Interest rate swap 72 189 - -
Accruals 22,327 25,276 - 6
Long-term contract balances Inote 17) 6,895 5,888 - -
Loan hotes - 1,379 - 475
Deferred consideration 195 195 195 195
53,903 82,500 4,700 686
Non financial liabilities
Deferred income 23,878 24,054 - -
77,781 106,554 4,700 686
Non-current
Financial liabilities
Other payables - deferred considergtion - 195 - 195
- 195 - 195
Non financial liabilities
Deferred income
— due after one year but within two years 3,627 3,014 - -
- due after two years but within five years 2,576 2,633 - -
- due dafter five years 83 76 - -
6,286 5918 - 195

As explained in note 17, within the pnior year comparaters, an amount of £5 3m has been reclassified from accruals to long-term contract
balances reflecting the nature of the balance
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19. Trade and other payables continued
The currency profile of payables 1s shown below

Group Company
At At At At
30 November 30 September 30 November 30 September
2am 2010 20m 2010
£°000 £'000 £000 £°000

Currency profile of payables

Sterling 81,258 99,595 4,700 881
US Doltar 2,005 8,799 - -
Australion Dollar - 1,328 - -
Euro 20 2,3N - -
New Zealand Dollar - 22 - -
indian Rupee 784 357 - -
84,067 112,472 4,700 881

Trade payables and accruals prnctpally compnse amounts outstanding for frade purchases and ongoing costs The average credit
penod taken for trade purchases 1s 35 days (2010 40 days} The Companies Act 2006 requires creditor days to be calculaied using the
penod end trade creditors balance as a ratio of expenditure in the perniod However due to the Group’s seasonality, average creditor
days are considered by management 1o give a better reflection of the Group’s payment profile Creditor days calculated in accordance
with the Compaonies Act 2006 1s 28 days {2610 49 days}

The Directors consider that the carrying amount of trade and other payables approximates to their farr value
Following the re-estimation of amounts payable, calculated based on the performance of lustoric acquisihons, the Group settled
£1,379,000 (2010 £2,161,000) of locn notes and £195,000 (2010 £3,680,000) of deferred considerahon dunng the penied Loan notes

are not secured on assets of the Group and are repayable subjed to the performance conditions relating 1o the acquisiion being met

The matunty profile of payables i1s presented below

Group Company
At At At At
30 November 30 Septernber 30 November 30 September
20m 2010 20m 2010
£000 £000 £000 £:000

Matunty profile of payables

- due within one year 77.781 106,554 4,700 686
— due after one year but within fwo years 3,627 3,209 - 195
— due after two years but within five years 2,576 2,633 - -
— due dfter five years 83 76 - -

84,067 112,472 4,700 881
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20 Financial instruments
Camying of financial assets and financial habiihes
Group Company
At Al At Al
30 November 30 September 30 November 30 Sepiember
20Mm 2010 20m 2010
Notes £°000 £'000 £000 £000
Financial assets
Trade and other receivables (current) 8 56,240 92,555 31 10,108
Trade ond other recevables (non-current) 18 2,590 - n2 -
Assets held for sale (current] 24b 6,79 - - -
Cash and cash equivalents 24,529 13,814 - -
90,150 106,369 743 10,108

All financial assets are classified as loans and recevables except for the forward foreign exchange contract of £67,000 (2010 £73,000)

which 1s classified as at fair value through profit or loss

The Directors consider that the carrying amount of financial assets approximates therr fair value

Group Company
At
At 30 September At At
30 November 2010 30 November 30 September
20m £000 20mn 2010
Notes £000 [Restated) £000 £000
Financial liabilities
Trade and other payables (current) 19 53,903 82,500 4,700 686
Trade and other payables (non-current) 19 - 195 - 195
Liobilihes directly assoaated with assels classified as
held-for-sale 24b 2,9% - - -
Prowisions {current} 21 7,752 536 126 -
Provisions (non-current) 2] 5,661 678 - -
Bank loans 13,026 Nn,507 - -
83,256 95,416 4,826 881

All habilies clessified as financial habildies are held at amortised cost except for forward foreign exchange contracts of £273,000 (2010
£73,000) which are classified at far value through profit or loss and the interest rate swap of £72,000 (2010 £189,000) which is

designated and effective as a cash flow hedge

Group financial labilities for the penod to 30 September 2010 have been restated to include the Group's provisions which are

considered financia! in nature

The main nsks ansing from the Group's financial assets and habifiies are market nsk (foreign currency nsk and inferest rate nisk), credit

risk and hquidity nsk The Board reviews and agrees policies on a regular basis for managtng the nsks associated with these assets and

liabilities

It1s, and has been throughout the penod under review, the Group's policy that no trading in financia! instruments shall be undertaken
and the Group does not hald or 1ssue denvative financial instruments for speculative purposes
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20. Financial instruments continued

Foreign currency risk

a) Translation

Dunng the period the Group has held operahons in the United States of Amenca, Australio and India and trades within Eutope, hence
exposing the Group to foreign exchange risk on non-Sterling assets, hatiliies and cash flows The Group’s acquisithon borrowing facility
includes an amount of £6,580,000 ($10,350,000} denorminated in US Dollars and also long-term inter-group loans of £10,178,000
{$16,009,000) denominated in US Dollars and the Group applies net investment hedging to the balances

*
The Group also mainiains foreign currency denorminated cash accounts, but only holds balonces required to settle its payables

b) Transaction

Operations are also subject to foreign exchange nsk from transachons in currencies other than therr functional currency, and once
recogrused, the revaluation of foreign currency denominated assets and liabilies Principally, this relates to transachens ansing in US
Doliars and Indion Rupees Specifically, the Group purchases significant amounis of its components in US Dollars and cperating costs in
the Group’s subsidiary RM Education Solutions India are in Indian Rupees

in order fo manage these nsks the Group enfers into dervative transactions in the form of forward foreign currency contracts To
manage the US Dollar to Sterling nsk, the forward foreign currency contracis are designed to cover 80-90% of forecast currency
denominated purchases and the contracts are renewed on a revolving basis of approximately three months To manage the Indian
Rupee to Sterling nsk, the contracts are designed to cover 70% of forecast Rupee costs and are renewed on a revolving basis of
approximately eleven to twelve months

At the balance sheet date, total nohional amouni of outstanding forward foreign exchange coniracts that the Group has committed to
are as below

At 30 November 201 At 30 Seplember 2010
Nominal Nominal
valve Far value value Fair value
£°000 £°000 £000 £000
forward foreign currency exchange contracts 14,300 (206) 10.709 -

The farr value of the derivative finanaial instrumenis 1s estimated by discounting the future contracted cash flow, using readily available
market data and represents a level 2 measurement in the fair value hierarchy under IFRS 7 These fair value gains/{losses) are included
within trade and other receivables and trede and other payables respectively

Of these, forward foreign currency exchange contracts with a nominal value of £9 8m (2010 £nil) have been designated as effective
hedges in accordance with 1AS 39 Financial Instruments Recognihon and Measurement The movement in fair vatue of hedged
denvative financial instruments was a credit of £27,000 (2010 £nily which has been recognised in other comprehensive income and
presented in the hedging reserve in equity

The remaining forward foretgn currency exchange contracts with @ nominal value of £4 5m {2010 £10 7rm) have not been designated a
effective hedges in accordance with 1AS 39 Financial Instruments Recognifion and Measurement The movement in the fair value of
these instrumenis of £232,000 (2010 £160,000) have therefore been charged to income

7]

Commercially effective hedges may continue to lead to income statement volatibity i the future
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20. Finandal instruments coniinued

¢} Foreign exchange rate sensifivity

The following table details how the Group’s Income and equity would increase/(decrease) if there was a 10% increase in the amount of
the respective curency which could be purchased with £1 Sterling {assuming all other vanables remain constant), for exeample from
$157 £1t0 $1 73 £1 at the balance sheet date  The sensitvity analysis includes only outstanding foreign currency denominated
monetary items and adjusts their translation at the period end for 0 10% change in foreign currency rates and 1s shown after
considenng the impact of the Group’s foreign exchange forward confracts end net Investment hedge positions A positive number
indicates an increase in profit and equity where Steriing strengthens 10% against the relevant currency For @ 10% weakening of Sterling
against the retevant currency, there would be a comparable impact on the profit and equity and the balances below would be negative

14 months to At 12 months to At
30 November 30 Movember 30 September 30 September
20m 2m 2010 2010
Income Equity Income Equity
sensltivity sensitivity sensitivity sensitmty
£°000 £°000 £000 £000

10% ncrease in foreign exchange rates aganst Sterling
US Dollar 94 844 335 432
Austrahian Dollar - - 16 (801
Indian Rupee &6 54) 1 {356)
Euro 69 (1&5) 46 108}
Other - - (39 (33)

In management’s optnion, the sensitvily analysis 1s unrepresentative of the inherent foreign exchange risk as the year end exposure
does not reflect the exposure dunng the period, as the analysis does not reflect management's proactive monitoring of the exchange
nsk

Interest rate nsk The only significant interest bearing financial assets held by the Group are cash and cash equivalents which comprise
cash held by the Group and Company and shert-term bank deposits with an ongmnal matunty of three months or less Surplus sterling
balances are invested in the money market, or with financial instilutions on matunng terms from within 24 hours up to a period of three
months with interest earned based on the relevant national infer-bank rates available at the time of investing  Dunng the penod,
average cash and cash equivalents were £6 1m (2010 £0 7m), and the maximum bank overdraft was £11 8m {2010 £26 8m), excluding
amounts drawn under the aequistion facility The interest and currency profile of cash and cash equivalents 1s shown below

At 30 November 201 At 30 September 2010
Aoating rate Interest free Total  Floating rate Interest free Total
£000 £'000 £000 £000 £°000 £'000
Sterling 18,761 1,189 19,950 2,405 5,830 8,235
US Dollar 1 3.9 3,932 455 2,976 3,431
Avstralian Dollar - - - 26 210 936
Euro - 180 180 325 350 675
Danish Kroner - 16 16 - 99 9%
Indian Rupee 74 369 443 201 221 422
New Zealand Dollar - - - - 16 16
Polish Zloty - 8 8 - - -
18,836 5,693 24,529 3,412 10,402 13,814

The Group’s main inferest beanng financial kabiity 15 an acquistion facility A working capital overdraft facility has been used during the
penod but was not drawn-down at 30 November 2011 {2010 £Nil)
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20. Finanaial instruments continued

Interest payable on the acquisition facility 1s inked, normally on a quarterly basts, to etther national inter-bank rates or HSBC base rates,
with the chosen rafe being at the Group’s discretion On 13 July 2009 the Group entered into a US$10,000,000 interest rate swap
contract matuning in July 2012 fo sell a proportion of this floating rate ltability in exchange for a quarterly settled fixed rate hability of

2 03% The hability farr value of this contract ot 30 November 2013 has been designated as an effective hedge against outstanding US
Dollar borrowings on the acquisition facikty The fair vatue of the interest rate swap 1s estimated by using reacily available market data
and represents a level 2 measurement in the farr value hierarchy under IFRS 7 The loss ansing of £117,000 (2010 £128,000) has been
included in the hedging reserve

In addiion a commitment fee and £49,000 arrangement fee are also payable, spread on o quarterly basis over the duration of the
facility

The weighted average effective inlerest rates at the balance sheet date were as follows

At 30 November 20T At 30 September 2010
Weighted Weighted
average average
Floahng rate  interestrate  Floating rate interest rate
£000 % £'000 %
Financial assets

Cash and cash equivalents 18,836 027 13,814 030
Trade and other recevables {non-current) 2,590 577 - -
Financial habilmes i
Bank loans 13,026) 124 {1,507 125
Issued loan notes - - 1,379} 512
Deferred consideration n9s) - {390) -

Interest rate nsk sensitivity lassuming all other variables remain constant)
14 months to At 12 months to At
30 November 30 November 30September 30 September
20m 201 2010 2010
Incorne Equity Incorne Equity
sensitivity sensitinity sensitvity sensiivty
£000 £'000 £°000 £000
1% increase In interest rates 51 51 34 34

1% decrease in interest rates (51 {51 (34) (34}
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20 Financial instruments continued

Credit nsk

The Group’s principal financial assets are bank balances and trade and other recevables The Group's credit nsk i1s pnmanly aftnbutable
to its trade recevables  Credit checks are performed on new customers and before credit mits are increased The amounis presented
n the balance sheet are net of allowances for doubtful recevables

The credit nsk on hquid funds and dervative financial instruments 1s imited because the counterparties are banks with high credit-
ratings assigned by international credit-rating agencies The Group hos no signaficant concentration of credit nsk, with exposure spread
over a large number of counterparties and customers and a large proportion are ulimately backed by the UK Government

The Group’s maximurm exposure to credit nsk at 30 Novernber 201115 £83 4m (2010 £106 4m) The Group does not hold any collateral

Uquidrty nsk
Cash 1s managed to ensure that sufficient iquid funds are available with a vanety of counterponties, through short-, medium- and
long-term cash flow forecasting

The Group meets iis seasonal working capital requirements through overdroft facilmes At 30 November 2011 none of these faciities
were drawn-down (2010 £nill At the balance sheet date, the Group has an annual unsecured overdraft facility of $39 5m (set ot a
minimum of £25m] with HSBC In addition to the HSBC waorking capital facilimes, the Group also has a £3m working capital facility with
Barclays bank which is reviewed annually each March These faciliies combined gave £28m of working capital funding capacity dunng
the penod

At the balance sheet date, the Group also has o committed acquisihon borrowing facility of £25m with HSBC with a scheduled expiry in
July 2013 At 30 November 2011 £13 Om of thss facity was drawn down (30 September 2010 £11 5mi, wath the increase i the penod
being used to fund the payment of loan notes and deferred consideration [note 20) The facility can be repaid before expiry, at the
discretion of the Group Subsequent to the balance sheet date, on 27 January 2012 a £30m three year commitied revoling credit facility
was agreed with Barclays bank which will replace both the HSBC overdraft facility and acquisihion borrowing facilites The £3m Barclays
overdraft foality will be retained See note 30 for further details

Capital risk management
The Group manages capiial employed as shareholders’ equity less net funds less deferred considerahon

At At
30 November 30 September
20m 2010
£000 £'000

Group
Shareholders’ equity 28,518 66,145
Less net funds less deferred consideration 11,308) {538)
Capital employed 17,210 65,607

Af the balance sheet date, the Group had borowings under the acquisition facility Dunng the penod the Group also utilised tacilities to
finance iis seasonal working capital requiremenits although none were drawn at 30 Nevernber 2011 The financial covenants relating to
the HSBC acquisihon facility were all comfortably met dunng the penod to 30 Novernber 2011 and in the penod to the signing of the
accounts The covenants under the Group’s new faclity, agreed with Barclays bank subseguent to the balance sheet date (ncte 30} are
very similar to the HSBC requirements, containing measurements against net debt, which is to be less than 2 5 imes eamings before
interest, tax, depreciation and amaortisahon {EBITDA) and net debt interest, which is to be less than 0 25 times EBITDA Based on the
results for 2011 and management’s plan for 2012 and subsequent years, there 1s adequate headroom over these covenant measures
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20 Finandial instruments continued
Dunng 2011 retum on caprtal hes been measured using economic profit on operating and non-operating assets at costs of capital
which are monitored compared with market data

The Group’s nsk management policies, including financia! and market nsks, are explained in the Audit Commuttee Report

2. Provisions
Onerous lease

and

Restructunng dilaptdation
provision provision Other Totai
£°000 £'000 £°000 £'000
At} October 2009 - 589 - 589
Increase in provision 536 201 - 737
Utiisation of provision - ma2i - ma)
At 1 October 2010 536 678 - 1,214
Increase In provision 4,838 6,897 2,147 13,882
Utlisation of provision 0,590} - - 1,590)
Transfer to held for sale {15} 78) - {93)
At 30 November 2011 3,769 7,497 2,147 13,413

The Company has £126,000 provisions at 30 November 2011 (2010 £nil), relating to warranfies on businesses sold

As part of the Group’s September 2011 Strategic Review and with the subsequent business disposal and consohdation programme, a
full assessment was made of the Group's use of its leased proposed portfolio As a result, the Group has identfied that, with its reduced
space requirements, addiional provision of £6 9m 1s required for ongoing lease obligations and associated costs for premises
expected to be vacated These provisions are expected to be uthsed over the remaining lives of the leases, which 1s an average of 3 2
years

Provisions for onerous leases and dilapidations have been recogrised at the present value of the expected obligation at discount rates
of 3% reflecting a nisk free discount rate, applicable 1o the habilities These discounts will unwind to their undiscounted value over the

remaining lives of the leases via o finance charge within the income stalement

Restructunng provisions relate to employee related costs ansing from the Group’s September 2011 Strategic Review and are all expected
to be utilised during the following financial penod

Included within the increase in cther provisions 1s an amount of £1,454,000 recognised on the exit of operations included within the loss
on sale of operations within the consolidated income statement and consolidated cash flow statement

The above balances reconcile to the balance sheet as follows

At Al

30 November 30 September

20m 2010

£'000 £'000

Current provision 7,752 536
Non-cumrent provision 5,661 678

13,413 1,214
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22. Share capital
Allotted, called-up cnd fully pard ordinary shares of 2p each

Number
‘000 £'000
At 1 October 2009 93,172 1.863
Issued on options 248 5
At 1 October 2010 93,420 1,868
Issued on options 48 i
At 30 November 20N 93,468 1,869

47,750 {2010 248,439} ordinary shares of 2p each were allotted in the penod, for consideration of £46,000 (2010 £198,000) The
Company has the authonty to repurchase 9,342,005 shares (2010 9,317,161) and repurchased nil shares during the penod (2010 nil)

The Company has one class of ordinary shares which carnes no nght to fixed income

23 Own shares

The RM plc Employee Share Trust (EST) was established in March 2003 to hedge the future obligations of the Group in respedt of shares
cewarded under the RM plc Co-Investment Plan, RM plc Performance Share Plan and Deferred bonus plan The trustee of the 5T,
Computershare Trustees (C 1} Ltd, purchases the Company’s ordinary shares in the open market with financing provided by the
Company, as required, on the basis of regular reviews of the anticipated share-based payment liabifiies of the Group The EST has
warved any entitlement to the receipt of dvidends n respect of all of s holding of the Company’s ordinary shares The EST's waiver of
dividends may be revoked or vaned at any time

Cost

Number £'000

At 1 October 2009 773,679 1,246
Acquired in pencd 1,941,697 3.213
Disposed on exercise of co-invesiment plan and deferred bonus plan {409,026} 1654)
A1 October 2010 2,306,350 3,805
Acguired in penod 136,609 212
Disposed on exercse of co-investment plan and deferred bonus plan (500,402) (815)
At 30 November 2011 1,942,557 3,202

These shares are shown at weighted average cost wathin equity in the Group and Company balance sheets

24 Held for sale and exited businesses

As a resulf of the September 2011 Strategic Review, the Board concluded that several Group subsidianes and businesses would be
disposed These have been determined to not meet the IFRS 5 Non-Current Assets Held for Sale and Discontinued Operations definhon
of discontinued operations
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24 Held for sale and exited businesses continued

a) Loss on disposals

On 21 October 2011, the Group entered into a sale agreement to dispose of the hardware element of its US business for a cash
consideration of £2,872,000 On 8 Novernber 2011, the Group entered into a sale agreement fo dispose of its subsidiary RM Asia-Pacific

for a cash consideration of £903,000 The net assets disposed and the impact on the income statement of these disposals are detailed
below

RM Asia Pacific  US hardware Total
£000 £000 £000

14 months to 30 November 20T

Goodwill 2,382 1,721 4,103

Other intangible assets - an an

Property, plant and equipment 280 n3 393

Deferred tax habilities - 56} {156}
Inventones 26 2,031 2,057

Trade and other recevables 1,966 379 2,375

Trade and other payables (2.1 (83} (2,254)
Net assets disposed 2,513 4,416 6,929

Other exit costs 127 2,519 2,646

Foreign exchange reserve - reclassified to income n,217) 192) {1,409}
Total consideration 903 2,872 3,775

Loss on disposal 520) {3.87) {4,391}

Other exit costs principally relate to asset impatrments, and terminahon and exit cosis and provisions

b) Held for sale operations
At the balance sheet date certain businesses identified for disposal were being actively marketed for sale but had not been disposed
These are recorded as held for sale

Investment in joint venture

At the balance sheet date the Group held a 49% equiy holding with equivalent voting power in Lego Education Europe Ltd, a joint
venture incorporated in the United Kingdom The joint veniure was ncorporated on 2 Seplember 2010 with a financial year end of 31
December The joint veniure commenced trading on 1January 2011 and the results for the 11 months ended 30 November 2011 have
been equity accounted in the consolidated financial statements

Following the Group’s September 2011 Strategic Review, it was conciuded that the investment in joint venture was non-core to the
Group’s continuing strategy and an active disposal programme was inliated Al 30 November 2011, the investment in (oint venture was
classified as held for sale and was subsequently disposed on 3 January 2012
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24 Held for sale and exited businesses continued
Investment in subsidianes
The following subsidianies were dentified as held-for-sale at 30 November 201

Proportion of voting rights

and shares held

Principal achvity Type of sale at 30 November 201

AMI Education Solutions Lid Software, services and systems Sale of shares 100%
Is1s Concepits Ltd Resource supply n/a 100%
DACTA Ltd Resource supply Sale of frade and assets 100%

These operations, which are anticipated to be sold within 12 months, have been clossified as a disposal group held for sale and
presented separately in the balance sheet The estimated proceeds on disposal are expected to be lower than the book vatue of the
related net assets and accordingly an impairment of £5 O0m has been recognised to goodwill and acquisition related intangible assets
on the classificahon of these operations as held for sale

The major classes of assets and liabiliies compnsing the operations classified as held for sale are cs follows

Net assets
Net assets held-for-sale

before at
impairment on  Impairment on 30 November
classificationto classification to 2n
held-for-sale  held-for-sale Total
£000 £000 £000
Goodwill 6,532 - 4,580) 1,952
Intangble assets 1.373 443) 930
Property, plant and equipment 9 - 319
Deferred tax assels a3 - 33
Invesiment In joint veniure 7 - 37
Inventories 727 - 727
Trade and other recevables 2,793 - 2,793
Total assets held-for-sale 1,814 15,023} 6,7N
Trade and other payables {2.617) - (2.617)
Provisions 93] - (93)
Deferred tax labilihes (204 - (2043)
Total habilihes directly associated with assets held-for-sale {2,914} - (2,94)

Net assets of disposal group 8.900 15,023) 3,877
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25. Commitments
al Operating leases

The Group leases certain assets under operating leases and recogrused expenses i the penod of
14 monthsto 12 months te

30 November 30 September

20n 2010
£'000 £000
Minmum lease payments under operating leases recegnised as an expense in the period/year 6,986 6,586

At the balance sheet date, the Group had outstanding commitments for future minimum lease payments under non-cancellable
operating leases, which fall due as follows

At At

30 November 30 September

20m 2010

£'000 £000

Within cne year 2,984 4,560
In the second fo fifth years inclusive 9,289 13,182
After five years 6,308 7,034

Operating lease payments represeni rentals payable by the Group for certain of s office properties and include the perod up to the
eariest commercial exit date which 1s normally the first break clause of the lecse The balances disclosed above exclude commitments
of £3 Im which have been included within onerous legse prowisions ot the balance sheet date Minmum expected sub-leose payments
recewable, untl earliest termination, are £nf {2010 £nill The terms of these leases are subject to renegotiction on an average term of

3 3years (2010 3 7 years) and rentals are fixed for an average of 3 6 years 12010 4 9 years) If all nghts of renewals within the
operating leases are included, the leases have an average term of 12 5 years {2010 11 2 years) Minimum expected sub-lease
payments recevable, until earliest termination, are £nil {2010 £nil)

b) Capital commitments
The Group has the following capital expenditure commitments

At Al

30 November 30 September

N 20m 2010
£000 £000

Contracted for but not prowided for 1,257 3.518

26. Guarantees and contingent liabilifies

qa) Guarantees

The Company has entered inte guarantees relating to the performance and Labilities of #s subsidianes’ major contracts The Directors
are not aware of any circumstances that have given nise to any hability under such guarantees and consider the possibility of any
arising to be remote A farr value of £nil (2010 £nil) has been applied to these guarantees

b} Conhngent liabilities

The Group has provided performance guarantees and indemnities relating to performance bonds and tetters of credit 1ssued by its
banks on its behalf, in the ordinary course of business The Directors are not aware of any circumstances that have given nise to any
lhability under such guarantees and indemnsties and consider the possibility of any ansing to be remote A tair value of £nil {2010 £nil)
has been applied to these guarantees and indemnities
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27. Share-based payments

The Group operates a number of executive and employee equity settled share-based payment schemes including co-investment plans,
performance share plans, deferred bonus plans, share ophons and staff share schemes The farr values of these schemes have been
assessed using Black-5choles and Monte-Carlo models, as appropriate to the scheme, at the date of grant The farr vatues of the
schemes are expensed over the penod between grant and vesting

Share-based payment owards exercised in the penod disclosed in the statement of changes in equity represents the impact on
Retained earnings of releasing the fair value charge accrued under IFRS 2 Share-based payment, which for the co-investment scheme
ond deferred bonus scheme Is partially maiched by the release of own-shares held

a) Employee share option schemes

The Group has in place share option schemes which issue options over shares in the Company There are vanious performance
condihiens attaching to share option grants which are yet fo vest, mcluding EPS, share-pnce and share purchase condiions Oplicns are
forfeited if the employee leaves the Group before the aphons vest

Details of share options cutstanding during the period/year are as follows

Weighted average
Weighted average exercise price at Exercise pnce
Number of share  exercise pnce  exercise range
ophons £ £ £
Quistanding at 1 October 2009 4,469,403 253 072-762
Granted duning the pencd 647,000 165
Lapsed durnng the peniod {1,042,7564} 534
Exeraised dunng the penod {248,439} 080 167
Outstanding at 1 Oclober 2010 3,825,200 172 079-205
Granted dunng the penod 1,000,000 051
Lapsed dunng the penod 486,033) 172
Exercised dunng the pernod (47,750) 098 154
Outstanding at 30 November 2011 4,291,477 145 0.51-205

Included within the total outsianding ophons at 30 November 2011 are 2,286,750 (1 October 2010 1,615,200} ophons which are
exercisable

The options outstanding ot 30 November 2011 had a weighted average contractual Iife of 6 7 years (2010 6 9 years)

Included wathin the above balances are options over 37,650 shares {2010 62,700 shares) for which a charge has not been recognised
in accordance with {FRS 2 as the options were granted on or before 7 November 2002

In the 14 months ended 30 November 2011, the only option grant made was on 26 October 2011 to Martyn Ratcliffe on his appointment
as Executive Chairman  The options are exeraisable af a pnce equal to the mid-market close price on 25 October 2011 The estimated
farr value of the ophions granted 1s £0 16 per opticn, determined using a Monte-Carlo model owing to the share-price and share
purchase performance conditions within the award 1t has been assumed that the share purchase condition will be mel  The farr value
calculation is sensitive to the share-pnice volatility mput assumption, with a 10% increase or decrease in this assumption giving nise fo a
respective increase or decrease of £0 04 per option In the prior period an Employee award was made on 2 December 2009 with an
estimated fair value of £0 29 per option determined using a Black-Scholes model Fair values are charged to income evenly over the
vesting period Inputs to the models are as follows
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27. Share-based paymerids continued
24 October

2om 2 December
Executive 2009
Chairman Employee
award award
Share pnce at grant 059 172
Exercise price 05 165
Expected volatility a45% 23%
Expected Iife 3 years 5 years
Risk free rate 09% 27%
Expected dvidends 44% 36%

Expecied voletlity was determined by calculating the histone volatility of the Company's share price over the previous five years The
expected life used In the model has been adjusted based on management's best eshmate, for the effects of non-transferability, exerase
restrictions and behavtoural considerations

b} Co-investment plans
The Group has In place co-investment plans for the remuneration of sermor management In the penod to 30 November 2011, no

co-investment nghts were granted {2010 none) Details of co-investment plan maximum matching share commitments are included
below

Maximum

number of

matching

shares

Ouistanding at 1 Oclober 2009 2,805,564
Lapsed dunng the penod 1946,206)
Exercised dunng the penod (284,928)
Ouistanding at ¥ October 2010 1,574,430
Lapsed during the period 466,282)
Exercised dunng the penod (243,098)
Outstanding at 30 November 201 865,050

The weighted average market price at the date of vesting of co-investment matching shares dunng the peniod was £1 54 (2010 £159)
The plans outstanding at 30 November 2011 had a weighted average contractual Iife of 16 days (2010 0 9 years) All of the above
nstruments lapsed on 16 December 2011 owing fo the non-achievermnent of the plan performance cenditions

In November 2010, the Remuneration Commitiee used its discretion to waive the share price underpin performance condition in relation
to the EPS proportion of the Co-investment Plans matunng i Becember 2010 and December 2011 {subsequently maoved to February
2012 owing to year-end change} Under IFRS 2 Share-based Payment, this has been treated as o modification of the award and an
addiional far value has been added to the charges for these plans The additional fair values were calculated using Monte-Carlo
models and the resultant charges recorded to income in the penod

In March 2003 the Company established the RM plc Share Trust 1o hedge the future obhgations of the Group In respect of shares
awarded under the RM plc Co-tnvestment Plan The trustees penodically purchase shares on the open market using funds provided by
the Group These shares are used 1o hedge the estimated hability but until vesting represent own shares held - see note 23
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27. Share-based payments continued

¢} Performance share plans

The Group uses performance share plans for the remuneration of senior management Executive Management and Business Unit
Directors participating within the plan are normally awarded shares worth up 1o 100% of their base salary which are subject to various
vesting conditions, including EPS and total shareholder return condihions Other senior management are awarded between 3,000 and
10,000 shares which are subject to EPS veshing condifions The vesting penod for the plan is three years If the vestng conditions are not
met or the parhicipanis leave the Group’s employment then the award lapses Details of performance share plan shares dunng the
penod are included below

Maximum

number of Market

awarded pnce on

shares grant
Outstanding at 1 October 2009 -

Granted during the penod 1,704,728 171
Lapsed dunng the penod (150,583)
Outstanding at 1 October 2010 1,554,145

Granted dunng the penod 2.333.269 15
Lapsed during the period 907,674
Exercised during the penod {7,248)
Outstanding at 30 November 2011 2,972,492

The plan outstanding at 30 Novermnber 2011 had a weighted average contractual life of 1 8 years {2010 2 4 years)

In the perod to 30 November 2011 performance share plan nghts were granted on 10 December 2010 {2010 4 March 2010} The farr
values are determined using Monie-Carlo models which give £1 29 per share for EP5 vesting conditions and for TSR vesting conditions,
£0 86 per share {2010 £0 63 per share for EPS vesting condifions and £0 96 per share for TSR vesting conditions) and are charged to
income evenly over the veshing period with adjustrnents made for non-market based vesting conditions  Inputs to the models are as
follows

10 December 2010 4 March 2010
£PS TSR EPS TSR
Share price at grant 15 15 1N 1n
Exercise pnce Nil Nil Nil Nl
Expected ife 3 years 3 years 3 years 3 years
Expected dvidends 43% 43% 36% 3 6%

The expected Iife used in the model has been adjusted based on management's best estimate, for the effects of non-transferabilty and
exercise restrichions

Comparator company volatility 1s assessed using annualised, daily bustonc TSR growth assessed over a penod prier to the date of grant
that corresponds to the performance penod of three years The company correlation uses histone pairwise correlations of the
companies over a three year penod The fair value of the TSR element 1s based on a large number of stochashc projections of Company
and comparator TSR

in November 2010, the Reruneration Committee used its discretion o warve the share pnce underpin performance condition in relation
to the EPS proparhion of the Performance Share Plan matuning tn March 2012 Under IFRS 2 Share-based Payment, this has been treated
as a modtfication of the award and an addimional fair vatue has been added to the charges for these plans The additonal far values
were calculated using Monte-Carlo models and the resultant charges recorded fo income in the perod
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27. Share-based payments continued

In order to hedge the Group’s habilify fo provide shares in the Company under the performance share plans the trustees penodically
purchase shares on the open market using funds provided by the Group These shares are used 1o hedge the estmated hobility but

unhl vesting represent own shares held - see note 23

d} Deferred bonus plan

The Group has in place a deferred bonus plan for the remuneration of Executive Directors This plan was not used for the penod ended
30 Navember 2011 Under tustonic plans 40% of the Directors” annual cash bonus was deferred in ordinary shares for a penod of three
years and vested at the expiry of the same penod Any unvested shares lapse immediately if the Executive Director ceases to be an
employee of the Group In circumstances where they would not be considered to be a “goad leaver” under the rules of the plan

Detalls of deferred bonus grants outstanding during the year are as follows
Number  Market pnce

of bonus onseting  Market price

shares entitlement on grant
Quistanding at 1 October 2009 356,914

Granted duning the penod in relation to 2009 87,533 £163 £159
Released dunng the peniod 124,098)
Lapsed dunng the period 470
Ouistanding at 1 October 2010 319.879

Granted during the penod in relation to 2010 120,476 £157 £160
Released during the period {250,056}
Lapsed during the penod {3.6%0]
Qutstanding at 30 November 20N 186,609

The number of shares outstanding at 30 November 2011 hed a weighted average contractual life of 11 years (2010 1 2 years)

In the 14 months ended 30 November 2011 an award was granted under the deferred bonus plan on 15 December 2010 {2010
15 December 2009} The estimated fair value of the grant 1s £1 52 per bonus share {2010 £1 51 per bonus share] This fair value 1s
determined using a Black-Scholes model and charged fe income evenly over the vesting period adjusted for expected survivorship

inputs to the model are as follows

15 December 15 December

2010 2009

Share price at grant £160 £159
Exercise prce Nil Nil
Expected life 3 years 3 years
Risk free rate 09% 2 0%
Expected dvidends 4 0% 39%

The expected life used in the model has been adjusted based on management's best eshmate, for the effects of non-fransterability,

exercise restrichons and behavioural considerations

In order to hedge the Group’s hability to provide shares in the Compc-my under the deferred bonus plans the trustees penodically
purchase shares on the apen market using funds provided by the Group These shares are used 10 hedge the estmated liabilty but

until vesting represent own shares held - see note 23
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27. Share-based payments continued

e) Staff share schemes

The RM plc 2002 Staff Share Scheme has histoncally made annual grants shares in RM ple te atmost all employees No award was
made in the penod to 30 November 2011 The shares vest fo the employees after a minimum of three years, but normally after five
years The scheme Is an HMRC approved employee share scheme constituted under a trust deed and was introduced 1o replace the
RML Staff Share Scheme

At grant, the Trustees of the scheme purchase shares on the open market and hold these in trust on behalf of the employees The
schemes hold the following shares in RM plc

Weighted
Number  average cosi
of shares £000
RM plec 2002 Staff Share Scheme 477,619 796
RML Staff Share Scheme 1,361 1 é
At 10ctober 2009 478,980 797 2
Purchased 86,510 149
Vested (41,856} 891 g
RM plc 2002 Staff Share Scheme 522,273 856
RML Staff Share Scheme 1,361 1
At 1 October 2010 523,634 857
Purchased - -
Vested (67,064) moj
RM pic 2002 Staff Share Scheme 455,209 747
RML Staff Share Scheme 1,361 1
At 30 November 201 456,570 748

These shares are held for the benefit of staff and are therefore not consolidated into the Group or Company balgnce sheets

Performance condihons — estimation uncertainty
Assigning a fair value charge to share-based payments requires estimation of the projected share pnice, the number of instruments
which are likely 1o vest and, for non-market based performance conditions, continuing reassessment of these estimates

28. Retirement benefit schemes

Defined contmbuhon schemes

The Group operates cr contnibules 1o a number of defined contribution schemes for the benefit of qualifying employees in its subsidiary
companies The assets of these schemes are held separately from those of the Group The total cost charged to income of £5 1m (2010
£4 3m) represents contnbutions payable to these schemes by the Group at rates specified in employment contracts As at 30 November
2011 £0 3m (2010 £0 4m} due In respect of the current reporting period hed not been paid over to the schemes

Local Government Pension Schemes

Through its long-term contract portfolio the Group has TUPE employees who retain membership of Local Government Pension schemes
The Group makes payments to these schemes for current service costs In accordance with s contractual obligations which are capped
and collared The Group has insignificant deficit nsk for these schemes
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28 Retirement benefit schemes confinued

Defined benefit scheme

The Group operates one defined benefit pension scheme, the Research Machines plc 1988 Pension Scheme The scheme provides
benefits to qualifying employees and former employees of RM Education plc, 3T Productions Ltd and Softease Lid, but was clesed to
new members with effect from 1 January 2003 RM Education plc 1s the only company currently with qualifying employees Under the
scheme, employees are entitled to reirement benefits of 1/60th of final pensionable salary for each qualifying year on aftainment of
retirement age of 60 or 65 years and additional benefits based on the value of ndwidual accounts No other post-retirement benefits
are provided The scheme is a funded scheme

The assets of the scheme are held separately from those of the Group In a trustee-administered fund

The most recent actuanal valuation of plan assels and the present value of the defined benefit cbligation were carned out for statutory
funding purposes at 31 May 2009 by a qualified independent aciuary I1AS 19 Employee Benefits habiliies have been rolled forward
based on this valuation’s base data Plan assets are measured at bid-price at 30 Novermber 2011 The present value of the defined
benefit obligation and the related current service cost was measured using the projected unit credit method

As at 31 May 2009, the tnennial valuahion for statutory funding purposes showed a defiat of £16 6m {31 May 2006 £12 7m} The Group
agreed with the Scheme Trustees to repay this amount via deficit catch up payments of £1 7m per annum unhi 31 May 2017

The cosi of future provision, on a valuaton basis as a percentage of penston contnbution salary, ts 19 0% for Normal Retirement Age 60
(2009 20 9%, 2006 214%, 2003 20 4%} and 13 0% for Normal Retirement Age 65 {2009 15 1%, 2006 15 3%, 2003 13 1%} The cosls
post 2006 and pre 2010 fake Into account the benefit of the implementahon of a contnbuhon salary cap at 5% per annum and from
2010 the lowenng of the cap 10 2 5%

Dunng the penod, following the UK Government's publication and application, the statutory inflation rate applying to increases in
penstons in payment and for revaluing deferred benefits changed from the Retail Prices index to the Consumer Prices Index The impact
of the change, being a £4 7m actuarial gain on iabilimes, has been recognised in the Statement of Other Comprehensive Income

The Group announced In its Seplember 2011 Strategic Review that it had begun discussing with Scheme Trustees the potentis! closure of
the Scheme to future accrual, with the objectives of long-term nsk reduction and the provision of equal benefits to employees These
discussions are ongoing

1AS 19 valuation

Defined benefit pension scheme charges/{credits) recognised in income are as follows ‘
14 months 12 months
20m 2010
£000 £:000
Current service cost, recognised within operating profit 3,122 3,247
Curtallment gain - 7.267
Operating (incomel/charge 3,122 {4,020}
Interest cost 7,137 516
Expected return on scheme assets (6,790} {5,086)
Expense recognised within finance cost 347 630

3,469 (3,390)
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Of the £3 1m (2010 £3 2m) current service cost, £1 6m {2010 £17m)is included in cost of sales and £1 5m (2010 £1 5m) in operating

expenses

The amount included wathin the balance sheet ansing from the Group’s obhgations in respect of its defined benefit scheme, and the

expected rate of return on scheme assels are as follows

At 30 November 2011 At 30 September 2010

% £000 % £000
Equittes 6 5% 54,594 7 20% 51,109
Bonds, gilts and cash 34% 56,821 390% 51,183
Total fair value of scheme assets m, 415 102,292
Present value of defined benefit obligations 132,589) {14,672}
Deficit in scheme and lability recogrused in balance sheet (21,174} {12,380}
Related deferred tax asset 5,294 3,342
Net pension defict (15,880) {9,038)

The actual return on scheme assets in the year was a gain of £5 9m {2010 gain of £8 Bm) The expected return on scheme equity
assets Is based upon the expected out-performance of equities over government bonds over the long term and includes an allowance
for future expenses The bond rate 1s based on the addimon of a nsk loading 1o the long term nsk free rate of return and also includes an

allowance for future expenses

Amounts recognised directly in equity In respect of the defined benefit pension scheme are as follows

14 months 12 months

20m 2010

£'000 £'000

Actuanal gains and ({losses) {10,215} 7,913}
Expenence gains and (losses| - -
(10,215} 7.913)

Cumulative acluanal gains and losses recognised in the statement of recognised iIncome and expense since 1 October 2004 are losses

of £32 9m {2010 losses of £22 7m)

Key assumptions used

At At

30 November 30 Septernber

20m 2010

Rate of increcse in salanes 24% 24%
Rate of increase of pensions

{pre 6 Apnii 1997, pre 1 June 2005, post 31 May 2005) 1.3%,29%, 20% 13%, 32%,23%

Discount rate 46% 53%

Inflation assumption
-CH 23% n/a
- RP 30% 33%

Mortaldy assumpthions align with those used in the tnennial valuation and are the SAPS 03 Normal year of birth, medium cohort tables

with a 1% mortality improvement underpin These give average life expectancies as follows
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28. Retfirement benefit schemes continued

At 30 November 2011 At 30 September 2010
Male Female Male Female
Pensioner member age 65 (current life expeciancyl n3 241 213 24
Non-pensioner member age 45 (Iife expectancy at 65) 23.2 26.0 232 260
Movemenits in fair value of scheme assets were as follows
20m 2010
£000 £000
At start of penod 102,292 £9.880
Expected return on scheme assets 6,790 5,086
Actuanal gains and {losses) — actual return less expected retum 927 3,695
Contnbutions from sponsonng companies
- In respect of current service cost 3,122 3,247
- In excess of current service cost 1,768 1,682
4,890 4,929
Coniributions from scheme members 36 18
Benefits paid 1,666) (1,316
At end of penod m,415 102,292
Movements in farr value of defined benelfit obligations were as follows
2om 2010
£°000 £000
At start of penod 14,672 102,666
Cumrent service costs 3,122 3,247
Curtailment gain - exceptional credit from lowenng inflation cap to 2 5% per annum - 7.267}
Interest cost 7137 5716
Contnbutions from scheme members s i8
Actuanial {gains) and losses
- Movement from RPI 1o CPI {4,714) -
- Other 14,002 1,608
9,288 1,608
Benefits paid 01,666} 1.316)
At end of penod 132,589 114,672
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28. Retirement benefit schemes continued
The history of experence adjustments is as follows

4 months 12 months 12 months 12 months 12 months
201 2010 2009 2008 2007
Difference between expected and actual return on
scheme assets
- amount {£'000} 920 3,695 4,540 015,189) 1,102
- as a percentage of scheme assets m% 4% 5% {201% 1%
Experience gans and (losses) on scheme habilites
- amount (£°000) - - 1,100) - -
- as a percentage of scheme liabilihes - - % - -

The amount of contnbutions expected to be paid 10 the Scheme dunng the year to 30 November 2012 are contingent upon the ongoing
discussions with the Scheme Trustees over the potential closure of the Scheme to future accrual, the iming of any closure and the
up-coming tnennial valuation of the Scheme as at 31 May 2012 The Company 1s committed via the Scheme’s current Schedule of
Contribuhions to make deficit reduction payments of £1 7m per annum on a funding basis of valuing labiliies to May 2017

Defined benefit pension parameters

The defined benefit pension scheme accounting entnes require a number of estimates 1o be made including the discount rale appled
to labilities, the current and past service costs and appropnate mortality assumphons The financial posrtion and performance of the
scheme are sensitive o these parameters owing to the long duration of the habiiies

Sensitivity to these assumptions 1s shown In the fable below

Increase/
{decrease)
In pre-tax
Current deficit
assumphon £°000
Discount rate increase of § 1% 480% {3,421)
Inflation increase of 0 1% 30% 3,485
SAPS normal
with 1% mortality
improvement
1 year addional life expectancy underpin 2,542

if the above assumptions were decreased by 0 1%, this would result in an approximately equal and opposite effect on the pre-tax
deficit

Risk of defictt increase on distnbutable reserves

RM ple Company has distributable reserves of £29m, represenhing approximately nine years of dwvidend payments at the current
proposed levels RM plc has direct investrnent in TTS Group Lid and SpaceKraft Lid and these investments are expecied to confinue to
remit dividends to RM plc RM plc’s main operating subsidiary RM Education plc, which 1s also a direct investment, 1s the pnncipal
employer 1o the Research Machines pk: 1988 Pension Scheme At the balance sheet date RM Education plc has negative distnbutable
reserves of £25m and as a consequence Is blocked from paying dividends 1o RM plc There 1s a nsk that, despite continuing o trade
profitably and generate cash, increases 1n the value of the defiat in the pension scheme may mean that RM Education plc remamns
blocked from paying dmidends to RM plc and there 1s a remote nsk that this block may ulhmately restrict RM plc’s ability fo pay
dvidends to shareholders
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29. Related parly transactions
Balances and transactions between the Company and its subsidiaries have been eliminated on consolidation and are not included in
this note Transactions between the Group and its joint venture are disclosed below

a} Remuneration of key management personnel

The remunerafion of the key management personnel of the Group, recognised in the income statement, 15 set out below in aggregate
Key management are defined as the Executive and Nen-Executive Directors of the Company and other persons dassified as "persons
discharging management responsibility under the rules of the Financial Services Authority” Further informethon about the remuneration
of indwidual Directors, including waved remuneration, 1s provided in the audited part of the Remuneration Report

14 months 12 months

201 2010

£000 £000

Shori-term employee benefits 2,n6 3,280
Post-employment benefits 392 283
Termination payments 365 -
Share-based payments 694 701
4,167 4,264

Share-based payments includes charges made under the long-term incenfive deferred bonus, performance share, co-investment and
share option plans There are no other long-ferm incentive plans

b) Transactions between the Group and Joint venture

The Group prowided services of £1 5m (2010 £nil} to its joint venture undertaking Lego Education Europe Lid and at 30 November 2011, a
frading balance of £0 1m was recevable from the joint venture (2010 £nil) The Group also provided financing of £1 9m to the joint
venture on which interest was charged at an effective interest rate of 3 13% The balances are unsecured, will be settled in cash and at
the balance sheet date, are due for repayment by the joint venture on 31 December 2015 with the ability to extend the payment date to
31 December 2020 At 30 November 2011, the Group loan to the joint veniure of £1 9m (2010 £ril} 1s included in non-current financial
assels within other recevables in line with the contractual commitmenits detalled above Subsequent 1o the balance sheel date, as
detailled in note 24b, the joint venture was sold and, as part of the terms of sale, the loan was repaid on 3 January 2012 Total interest
Incorme from the |oint venture in the penod was £30,000 (2010 £nil}

c} Transactions between the Company and s subsidiaries
A list of the Company’s principal subsidianes is set out in note 15 Transactions with subsidianes relate principally to management
recharges, ntra-group dividends and interest The table below shows transacttons between the Company and its subsidianes

impacting profit for the penod
14 months 12 months

20m 2010

£000 £000

Management recharges (626) {515}
Net intercompany interest 474 525
Dividends receved 4,40 4,177

Total outstanding balances held with subsidiaries are histed in notes 18 and 19

The Company also operates several share-based payment schemes for the benefit of employees of Group companies A far value
charge of £1 4m (2010 £1 4mj for these schemes has been recharged to the employing Group company
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29. Related party transactions continued

d} Sponsorship and donations

RSA and RSA Tipton Academy

In 2008 the Group agreed to support the building costs of the RSA Tipton Academy ("Academy”) via an agreement with the Royal Society
of Arls ("RSA%) In total £100,000 has been pad to the RSA for this purpose Duning the period, the Group has also supported the
Academy directly, with products and services, af an approximate cost 1o the Group of £70,000 The Group’s outstanding commitmenis
to the Academy are not anticipated to exceed a further cost of £100,000

RM Board Director Sir Mike Tomlinson became Chair of Governors at the Academy in 2008 {a non-fee earning posihion), after the inital
arrangements with the Acoderny were negotiaied He did not participate in any of these negotiations

2131 Century Learning Trust

Over the penod fo 30 November 2011 the Group undertook three feacher fellowship sponsorships of £3,000 each through 21st Century
Learming, o trust in respect of which Board Directors Professor Sir Tim Brighouse and Sir Mike Tomlinson are Trustees In non-fee earning
positions)

The Transformation Trust
Qver the period to 30 November 2011 the Group contnbuted £10,000 to The Transformation Trust where RM Board Director Professor Sir
Tim Bnghouse 15 a Trustee {in a non-fee earning posihion)

Cabot Leaming Federation

RM Board Director Rob Sirs 1s a Director of the Cabot Learning Federation, an Academy prowider Cabot Academies have purchased
products and services from RM of approximately £65,000 in the penod fo 30 November 2011, with these being at arms-length prices
and following competiive tendenng

Teach First
The Group contnbuted products and services to the value of approximately £10,000 in the period to 30 Navember 2011 o Teach First
Trust where RM Board Director Lord Andrew Adonis 1s a Trustee (in a non-fee earming position}

City & Guilds
RM Board Drrector Sir Mike Tomlinson is Charr of the Quality & Standards Committee of City & Guilds City & Guilds has a contract with
the Group, through which it has purchased £158,000 of services in the period to 30 November 2011

Microgen plc

In the post balance sheet period the Group has engaged Microgen plc to perform certam accounting software development services
RM Executive Chairman, Martyn Ratchiffe, is Chairman of and equity holder 1n Microgen The estimated cost of software and services fo
be provided 1o the Group by Microgen 1s £157,000 Martyn Ratchffe did not participate in the negohiation of this contract

Dods plc
RM Board Director Lord Andrew Adonis 1s a Director of Dods ple The Group has purchased products and services from Dods of
approximately £1,000 in the period to 30 November 2011, with these being at arms-length prices
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29 Related party fransactions continuad

PncewaterhouseCoopers LLP

The Group uses PncewaterhouseCoopers LLP 1o provide certain consultancy and assurance services, bul excluding external qudit
services RM Board Director lain Mcintosh's wafe 1s an equity partner in PncewaterhouseCoopers She has not been invalved i any
services provided 1o the Group

The Group encourages its Directors and employees to be Governors, Trustees or equivalent of educational establishmenis The Group
trades with these establishmenis in the normal course of its business

30. Subsequent events disclosure

In the penod between the balance sheet date and the date of signing the accounts the Group has sold two operations which were held
for sale at the balance sheet date These were the Group’s 49% stake in Lego Education Europe and the business assets and
employees of Dacta to Lege A/S for €4 36m, and 100% of the equity of AMI Education Solutions Lid, contaiming the Easytrace frade to
Jonas Computing (UK] Ltd for £0 65m plus working capital Note 24b contains details of the assets held for sale There were no
significant differences between the assumed sales proceeds within these calculations and the considerahons obtained

RM Board director Rob Sirs resigned from the Company effective 31 January 2012 The Report of the Directors contains further
information

Subsequent fo the balance sheet date, on 27 January 2012 the Group signed a £30m commitied revolving credit facility with Barclays
bank which runs until March 2015 Together wath an existing £3m annual Barclays overdraft facility these wall replace the $39 5m
uncommitted HSBC sterling dealing line and £25m committed acquisition facility (of which £13 Om had been drown at 30 November
201} Details of the covenant requirements, which are very similar to the Group's previous HSBC requirements, are set out in note 20
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Proforma financial information
for the year ended 30 November 2011

On 20 October 2010 following a detalled review and consultation with major shareholders, the Board agreed to change the Company
and Group’s year end to 30 November As exploined in the Business Review Finance within the 2010 Annual Report and Accounts, the
change of year end means that 2011 1s a fourieen month period from 1 October 2010 to 30 November 200

In order to present data for comparable time penods, proforma financial information showing the Group's finanaial performance and
cash flows for the year ending 30 November 2011 and ihe financial position at 30 November 2011 1s presented below with comparative
financial information for the year ending 30 November 2010 This data hos been prepared as if the Group had always had a 30
November year end

4

This proforma financial Information 1s unaudited
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for the year ended 30 November 2011
Year ended
Year ended 30 Novernber
30 November 2010
20m Adusted  Adustments Total
Adpsted  Adjustments Total £000 £000 £000
Notes £'000 £000 £000 [Restated| {Restoted) {Restoted)
Revenue 310,055 - 310,055 376,105 - 376,105
Cost of sales (228,68¢6) - {228,684) (276,916} - {276,916)
Gross profit 81,369 - 81,369 99,189 - 99,189
Operaling expenses (67,264) - {67,264) (77,806 - {77,806)
- Amorhisahon of acquisihion related
intangible assets - {604) (604) - {1.114) {1.n4a}
- Impairment of goodwill, acquisiion related
intangible assets, other intangible assets
and invesiments - 12,370) 12,370) - - -
- Loss on sale of operations - 4,39%) (4,397 - - -
- Share-based payment charges - 1,087 0,087 - {1,501 {1,501}
- Restructunng costs - (8,576) (8,576) - {1,286) {1,286}
- Increase (n prowision for dilopidations
on leased properties and onerous lease
contracts - {5,986) (5,986) - - -
- Exceplional costs relating to curtalment of
Building Schools for the Future programme - - - - {1,474) {1,474}
- Exceptional pension credit - - - - 7.056 7,056
Share of results of associate and joint venture 37 (28) 9 63 28) 35
(67.227) (33,042} (100,269) [77,743) 1,653 {76.090]
Profit/lloss) from operations 14,142 (33,042) {18,900) 21,446 1,653 23,099
Investment Incorne 940 - 940 984 - 984
Finance costs (510} - (510} {1,579} - 1.579)
Profit/{loss) before tax 14,572 {33,042) (18,470} 20,851 1,653 22,504
Tax 33 (4.724) 3.868 (856) {4,830) 752) 15,582}
Profit/{loss) for the year atinbutable to
equity holders of the parent 9,848 (29,174) 19.326) 16,021 901 16,922
Earnings/iloss) per ordinary share
Basic 10 8p (32 0)p (21.2)p 17 6p 10p 18 6p
Diluted 10 8p {32 O)p {21.2)p 17 4p 10p 18 4p

On 16 May 201 within the Group’s intenm results publication, proforma information was presented showing the profit for the year to 30

Novernber 2010 To ensure consistency with the Income Statement presentation for the 14 manths to 30 November 2011, this

comparative data has been restated with share-based payment charges and restructuning costs, of £1,501,000 and £1,286,000
respectively, being reallocated from adjusted profit to adjustrments, along wath therr related tax position There 1s no change to the profit
from operations, profit before tax or profit atinbutable to equity holders of the parent from this reallocation
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Proforma consolidated balance sheet

as at 30 November 2011
As at As ot
30 November 30 November
am 2010
Notes £'000 £'000
Non-current assets
Goodwill 17,349 34,255
Acquisithon related intangible assets 1,202 3,573
Other intangible ossets 3,607 3,499
Property, plant and equipment 16,600 20,365
Interes! In associate 316 1,004
Other recevables 34 2,590 -
Deferred tax assels 6,973 3,897
48,637 66,593
Current assets
Inventones 18,827 25,461
Trode and other recevables 34 62,270 77.866
Tax assets 2,058 1,143
Cash and cash equivalents 24,529 3,669
Assets held-for-sale 6,79 -
14,475 108,139 ~
Total assets 163.112 174,732
Current licbilities
Bank overdraft - (6,083}
Trade and other payables 35 {77,781 {75.019)
Prowvisions (7,752) {220)
Tax habilies - {523}
Liabthhes directly associated with assets held for sale (2,914) -
(88,447 {81,845)
Net current assefs 26,028 26,294
Non-current habilhes
Retirement benefit obligation (21,774) (8,575)
Bank loans 013,026) {12,419)
Deferred tax habilihes - {32)
Other payables 35 (6.286) (5,556}
Provisions (5.661) 678}
(46,147 {27,260}
Total liobilities (134,594) {105,105}
Net assets 28,518 65,627
Equity aftributable to equity helders of the parent
Share capital 1,869 1,868
Share premium account 26,963 26,918
Own shares (3,202) {3,805)
Capitol redemphion reserve 94 94
Hedging reserve (44) 156)
Translahion reserve ns 1,613
Retained earmings 2,723 39,095
Total equity 28,518 65,627
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Proforma consolidated cash flow statement
for the year ended 30 November 201
Year ended Year ended
30 November 30 November
0n 2010
£000 £000
{Loss}/profit from operations (18,900) 23,099
Ad|ustments for
Loss/{gam) on foreign exchange denvatives 607 498)
Share of results of associate and joint venture 9 (35)
Impairment of investment in assocate 660 -
Amorhisation of acquisition related intangible assets 604 1114
impairment of acquisttion related intangible assets 443 -
tmpairment of goodwill 10,992 -
Amortisation of other intangible assets I 1,150
Impairment of other intangible assets 275 -
Depreciation of property, plant and equipment 7.05) 7.408
Gain on disposal of property, plant and equipment n2s) (3721
Loss on disposal of other intangible assets 62 -
Loss on sale on operations 4,3N -
Increase in provisions 1N.660 737
Share-based payment charge 1,087 1,50
Excephional pension credit - 7,267)
Operating cash flows before movements in working capital 19,912 26,837
Decreasef{increase} in inventories 3,461 {4,533)
Decrease/{increase) in recevables 9.316 1161}
Increase/|{decrease) in poyables 6,801 {6,961
Cash generated by operahions 39,490 14,162
Defined benefit pension contnbution tih excess of current service cost 1,638} 1,730}
Tox pad (1,698} {4,477}
Income on sale of finance lease debt 683 705
Interest paid
- bank overdrafts and loans (396) 1627
- other 12) {64)
Net cash inflow from operating activities 36,429 7,989
Investing activities
Interest receved 136 48
Proceeds on disposal of property, plant and equipment 12 675
Purchases of property, plant and equipment (4,055) {6 894}
Purchases of other intangible assets n.579 1,891}
Amounis advanced to joint venture undertaking 1,880) -
Net cash used in investing activities (6,966) (8,062)
Financing activities
Dmdends pad {6,128} {5,764)
Proceeds from share capital 1ssue, net of share 1ssue costs 46 198
Proceeds from sale of operations 3,775 -
Increase in borrowings 670 4,019
Purchase of own shares (212) {3.214)
Repayment of loan notes and deferred consideration {670} {4,386)
Net cash used in finanang achvities (2,519} 19,147)
Net increase/{decrease) in cash and cash equivalents 26,944 9,220}
Cash and cash equivalents ot the beginning of year (2,414) 6,620
Effect of foreign exchange rate changes Mm 186
Cash and cash equivalents ot the end of year 24,529 (2,414}
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Proforma group net funds

for the year ended 30 November 2011

Non-cash movements

As at As at
30 November Foreign 30 November :

2010 Cash flow exchange Other 20m

£:000 £000 £'000 £000 £000

Cash at bank 3,669 20,861 m - 24,529
Bank overdraft 16,083} 6,083 - - -
Cash and cash equivalents (2,414) 26,944 Hii - 24,529
Bomrowings 12,419} 670) 63 03,026)
Net cash 114,833} 26,274 62 - 1,503
Loan noles [475) 475 - - -
Net funds {15,308) 26,749 62 - n,503
Deferred consideration {390 195 - - (195}
Net funds less deferred consideration {15,698) 26,944 62 - 1,308
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Notes to the proforma financial statements

31 General information

The proforma financial information for the year ended 30 November 2011 does not conshitule statutory accounts as defined in section
434 of the Companies Act 2006

The annual financial statements of the Group are prepared in accordance with Intemotional Finanaial Reporting Standards {IFRSs) as
adopted by the European Union The proforma finanaial information has been prepared applying the accounting policies and
presentation that were applied in the preparation of the Group's published consolidated financial statements for the 14 months ended
30 November 201

32. Operating segments

Segmental results within this preforma statement are presented in accordance with the Group’s revised management strucure which
apphes from 1 December 2011 and as explained within note 4 1s a different basis of presentation from the statutory segmental
infermation

Segmental result

Educahon Manaoged Educohon Educathon Corporate Exited

Year ended 30 November Technology Services Resources Software Services  operations** Total
20m £000 £000 £000 £°000 £:000 £000 £'000
Revenue 125,712 61,487 57,961 38,538 - 26,357 310,055
Adjusted operating profit/

floss)* 8,303 6,137 545 3,229 {3,420 {5.522) 14,142
Investment income 940
Finance costs {510)
Adjusted profit before tax* 14,572
Adjustments® {33,042)
Loss before tax (18,470}

* Adjustments to profit are as stated within the iIncome statement
** Exited operations represent the results from operahons sold or classified as held for sale ot 30 November 2011

33, Tax
The effective tax rate for the 12 months ended 30 November 2011 1s shown below

Year ended Year ended

30 November 30 November

20m 2010

Adjusted  Adjustments Total Adjusted*  Adjustments* Total

£°000 £000 £°000 £000 £000 £000

Profit/{loss) before tax 14,572 (33,042} (18,470} 20,851 1,653 22,504
Tax {chargel/credit 4,724) 3,868 (856) (4,830] {752) (5,582)
Effechve tax rate 32 4% n7% 4.6% 23 2% 45 5% 24 8%

* Adustments and their related tax impact for the year to 30 November 2010 have been restated from the amounts disclosed within
the Group’s 16 May 2010 intenm results announcement, as explained within the note to the proforma income Statement There has
been no change to the fotal fax charge os a result of this reallocation

GOVERNANCE BUSINESS REVIEW
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Notes to the proforma financial statements continved

34. Trade and other receivables

As at As at
30 November 30 November
0m 2010
£000 £'000
Current
Trade receivables 43,938 51,972
Long-term <ontract balances 9,407 13,869
Other recevables 2,046 2,045
Denvative financial instruments forward foreign exchange contracts 67 373
Accrued income 782 2,247
Prepaymenis 6,030 7.360
62,270 77,866
Non-current
Other recevables — amount owed by joint venture undertaking 1,878 -
Other receivables — other nz2 -
2,590 -
35 Trade and cother payables
As at As af
30 November 30 November
20m 2010
£000 £°000
Cyrrent
Trade payables 16,206 16,309
Other taxation and soaal secunty 5,307 7,342
Other payables — other 2,628 2,627
Dervative financial instruments
- Forward foreign exchange contracis 273 -
- Interesl rate swap 72 153
Accruals 22,327 21,036
Loeng-term contract balances 6,895 6,485
Loan notes - 475
Deferred consideration 195 195
Deferred income 23,878 20,397
77,781 75,019
Non-current
Other payables - deferred consideration - 195
Deferred income
- due after one year but within two years 3,627 3,042
— due after two years but within five years 2,576 2,319
- due after five years 83 -
6,286 5,556
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Shareholder Information
Finandal calendar
Ex-dividend date for 2011 final dwdend 14 March 2012
Record date for 2011 final dividend 16 March 2012
Annual general meenng 26 March 2012
Payrment of 2011 final dwvidend 13 Apnl 2012
Announcement of 2012 infenm results July 2012
Preliminary announcement
of 2012 results January/February 2013
Corporate website

Information about the Group’s activiies 1s available from RM at
www rmeducahion com

Investor informahon

Information for Investors is available at www rmeducation com/
investors Enquines can be directed to Andy Robson, Company
Secretary, at the Group heaad office address or
companysecretary@rm com

Registrars and shareholding information

Shareholders can access the details of their holdings in RM plc via
the Shareholder Services option within the investor sechion of the
corporate Web site at www rmeducation com/investors
Shareholders can also make changes to therr address deteails and
dividend mandates online

All enquines about individual shareholder matters should be
made to the Regstrars either via email at ssd@caprtaregistrars
com or felephone 0871 664 0300 {calls cost 10p per minute plus
network extras, lines are open 8 30am to 5 30pm, Monday

to Friday) To help shareholders, the Capita Web site at

www capitaregistrars com contains a shareholders’ frequently
asked queshons sechion

www rmeducation.com m

Electronic communication

Shareholders are able fo receive company communication via
email By registenng your email address, you will receve emails
with a web link to information posted on our Web site This can
include our report and accounts, notice of meetings and other
informahon we communicate to our shareholders

Electronic commurication brings numerous benefits including

s Envircnmental helping us reduce our impact on the
environment

e Secunly your documents cannot be lost in the post or read
by others

e Faster notification of Information and updates
Easy access check your shareholding and account
transachons online at any tirme

s Convenience change your name, address or dvidend
rmandate details online

To sign-up fo receive e-communications simply go to Capita
Registrars’ Share Porta! at www capitashareporial com and follow
the instruchons

Beneficial shareholders with ‘information rights’

Please note that beneficial owners of shares who have been
nominated by the registered holders of those shares to receive
information nights under section 146 of the Companies Act 2006
are required to direct all communications te the registered holder
of therr shares rather than to Capita Registrars, or to the Company
directly

Multiple accounts on the shareholder register

If you have received two or more copies of this document, it may
be because there is more than one account in your name on the
shareholder register This may be due 1o either your name or
address appeanng on each account in a shightly different way For
secunty reasons, Capita will not amalgamate the accounts
without your written consent If you would hke to amalgamate
your muthple accounts into one account, please wnte 1o Caprta
Reqistrars

GOVERNANCE BUSINESS REVIEW
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Shareholder Information continued

Company Secretary Financial Advisors and Stockbroker
Andy Robson Numis Securihies Ltd

10 Paternoster Square
Group head office and registered office London ECAM 7LT
New Mill House
183 Milton Park Financial Public Relations
Abingdon FTI Consulting Lid
Oxfordshire OX14 4SE Holborn Gate
United Kingdom 26 Southampton Buildings
Telephone +44 (0) 8450 700300 London WC2A 1PB
Fax +44 (0] 8450 700400

Registrars
Registered Number Capita Registrars
RM plc’s registered number is 1749877 The Registry

34 Beckenham Road
Bankers Beckenham
Barclays Bank PLC Kent BR3 4TU
Technology & Telecoms Team, Barclays Corporate
United Kingdom House Legal Advisers
7th Floor, 180 Oxford Street Allen & Overy LLP
London W1D 1EA Cne Bishops Square

London E1 6AD
HSBC Bank PLC
Thames Valley Corporate Banking Centre
Apex Plaza
Reading RG1 1AX

Independent Auditor
KPMG Audit Pic
Arlington Business Park
Theale

Reading RG7 45D
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