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3P LEARNING PTY LIMITED - FINANCIAL REPORT

Directors' Report

The directors submit their report on the consolidated enlily {referred to hereafter as tha "Group") consisting of
3P Learning Ply Limited {the "Company") and the entities it controlled at the end of, or during, the year ended
30 June 2011,

DIRECTORS
The names and details of the Company's directors in office during the financiat year and untit the date of this
report are as foliows. Directors were in office for this entire period untess otherwise staled,

Sandblom, Matthew
Power, Timothy
Handen, Lawrence
Palmero, Jose

Brooks, Samuel (Resigned: 20 October 2010)

Pike, Katherine (Appointed: 15 October 2010)

Harvey, Alexander {Appointed: 20 Octoher 2010)

Smith, Grant (Appointed: 20 October 2010)

Cooney, Belinda {Appointed: 20 October 2010) - alternate director {o Harvey, Alexander
DIVIDENDS

The directors declared a dividend of $1,423,425 (2010:; $350,000) for the year ended 30 June 2011. $723,425
was paid on 18 June 2011 (2010: 29 April 2010},

PRINCIPAL ACTIVITIES

The principal activities of the Group during the year was developing,sales and markeling of online educational
program to schools and parenis of school-aged students. There have been no significant changes in the
nature of these activities during the year.

OPERATING AND FINANCIAL REVIEW

Revenues of $28,075,731 are up 28% on last year (2010; $22,680,489). The profit allributable to equity
holders of the Company was $2,819,465 (2010: $3,680,707). This profit includes $4,356,208 share based
payments expense before tax (2010: $2,058,121), see nole 5(c}. The after tax operating profit before share
based payments expense is $7,065,107 (2010: 5,748,828).

Operating Resuits for the Year
The profit after tax of the Group for the year ended 30 June 2011 was $2,708,898 (2010 $3,690,707).

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
There have been no significant changes in the state of affairs of the Group during the year.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE
There has not been any ifem, transaction or event of a material or unusual nature likely, In the oplinion of the
directors of the Company, to affect significantly the operations of the Group, the results of those operations, or
the state of affairs of the Group, in future financial years.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

Likely developments in the operations of the Group and the expecled results of those operations in fulure
financial years have not been included in this report as the inclusion of such information is fikely to result in
unreasonable prejudice to the Group.
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Directors' Report (continued)

ENVIRONMENTAL REGULATION AND PERFORMANCE
The Group is not subject to any padicular or significant environmenial regulation under laws of the
Commonwealth or of a State or Territory.

SHARE OPTIONS
No additional shares were issued in the current financial year under the share-based payment plan (2010
10,398 shares),

INDEMNIFICATION AND INSURANGE OF PIRECTORS AND OFFICERS
The Company has purchased insurance premiums during the year for directors and officars.

Cther than the above, no indemnities have been given or insurance premium paid, during or since the end of
the financlat year, for any person who is or has been an officer of the Company.

AUDITOR INDEPENDENCE
The directors received an independence declaration from the auditor, Emnst & Young. A copy has been

included on page 4 of the report.

NON-AUDIT SERVICES
During the year Emnst & Young, the Company's auditor, has performed certain other services in addition to

their statutory duties.

The directors has considered the non-audit services provided during the year by the auditor and are satisfied
that the provision of those non-audit services during the year is compaltible with, and not compromise, the
auditor independence requirements of the Corporation Acl 2001 as the non-audit services provided do not
undermine the general principles relaling to auditor independence as set out in Professional Statement Fi
Professional Independence, as they do not involve raviewing or auditing the auditor's own work, acting in
management or decision making capacity for the Company, acting as an advocale for the Company or jointly
sharing risks and rewards.

Detail of the amount paid to the auditor of the Company, Ernst & Young and its related practices for audit and
non-audit services provided during the year are set out below:

2011 2010
Research & Development consullation services 64,150 36,577

Signed in accordance with a resolution of the directors.

Power, Timothy
Director

Sydney, 15 March 2012
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Auditor’s Independence Declaration to the Directors of 3P Learning Pty
Limited

In refation o our audit of the financial report of 3P Learning Pty Limited for the financial year ended 30
June 2011, to the best of my knowledge and belief, there have been no contraventions of the auditor

independence requirements of the Corperations Act 2001 or any applicable code of professional conduct.
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Ernst & Young

Partner
15 March 2012
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Statement of Comprehensive Income

For the year ended 30 June 2011
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Operating revenue

Other income

Marketing expenses
Occupancy expenses
Administrative expenses
Other expenses

Profit hefore Income tax

income tax expense
Net profit for the year

Other comprehenslve income
Foreign currency transtation gain
Other comprehensive Income for the year

Total comprehensive inceme for the year

Net {loss)/profit for the year altributable to:

Non-controlling interest
Members of the Parent

Note

5(a)

5(b)

5(8)

CONSOLIDATED
2011 2010
$ 3
28,075,731 22,680,489
474,056 338,300
(1,735,760)  (1,363,405)
(952,233) (590,598)
(21,309,187)  (15,189,591)
(546,212) {186,919)
4,906,405 5,669,276
(2,497,507} (1,998 .569)
3,708,698 5,600,707
98,983 80,448
98,083 80,448
2,807,661 3,771,155
(110,567) -
2,819,465 3,690,707

The above statement of comprehansive income should be read in conjunclion with the accompanying notes,




Statement of Financial Position
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As at 30 June 2011

CONSOLIDATED

Note 2011 2010

$ k)
ASSETS
Current Assetls
Cash and cash equivalents 8 13,867,041 9,014,950
Trade and other receivables 9 3,767,010 2,573,761
Deferred tax assets 6 52,903 90,577
Other current assets 10 67,386 205,803
Total Current Assets 17,744,340 11,885,001
Non-current Assets
Receivables 11 1,076,899 699,104
Properly, plant and equipment 12 1,693,887 1,230,643
Defarsed tax assets 6 - 13,888
Intangible assets and goodwill 13 4,185,896 992,670
Total Non-current Assets 6,956,682 2,836,505
TOTAL ASSETS 24,701,022 14,821,596
LIABILITIES
Current Llabillties
Trade and other payables 14 8,225,050 4,602,650
Income tax payable 1,949,678 1477 541
Other liabilities 15 215,483 109,955
Deferred tax liabililies 6 - 164,130
Totat Current Liabilities 7,390,241 6,344,276
Non-current Liabilities
Deferrad tax liabilities 6 - 145,017
Cther liabilities 15 706,912 805,046
Total Non-current Liabllitles 706,912 750,063
TOTAL LIABILITIES 8,097,123 7.084,339
NET ASSETS 16,603,899 7,727,257
EQUITY
Equity atiributable fo equity holders of the parent _
Contributed equity 16 2,351,645 2,351,645
Retalhed earnings 6,621,476 5,225,436
Reserves 17 5,193,345 150,176
Parent interests 14,166,466 7.727.257
Nan-controlling interest 2,437,433 -
TOTAL EQUITY 16,603,839 7.721257

The above statement of tinancial position should be read in conjunclion with the accompanying noles.




Statement of Changes in Equity

For the year ended 30 June 2011
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CONSOLIDATED
At 1 July 2008

Profit for the year

Other comprehensive Incoma for the
year

Total comprehensive income for the
year

Transactions with owners In thelr
capacity as owners:

Share buy-back (Class A shares)
Share issue {Class B shares)
Dividends declared

At 1 July 2010

Profit for the year

Other comprehensive income for the
year

Total comprehenslve Income for
the year

Transactions with owners in their
capacily as owners:

Share-based payments

Dividends declared

Non-controlling interest arising on
business combinations

At 30 June 2011

Non-
Contributed Relained controlling
aquity eamings Reserves  inlerest Tolal
3 3 £ § $
2,351,645 1,884,729 89,728 - 4,306,102
- 3,690,707 - - 3,690,707
- - 80.448 - 80,448
- 3,690,707 80,448 - 3,771,155
3,337,758 . - - 3,337,758
{3,337,758) - - - (3,337,758)
- {350,000) - - {350,000}
2,381,645 5,225,438 160,176 - 7,727,267
- 2,819,465 - (110,667) 2,708,898
- - 98,983 - 98,983
- 2,819,465 88,983  (110,667) 2,807,881
- - 4,944,186 - 4,844,186
- {1,423,425) - -~ {1,423,425)
- - - 2,548,000 2,648,000
2,351,645 6,621,476 5,193,346 2,437,433 16,603,899

The above statement of changes in eqtiity should be read in conjunction with the accompanying notes.




Statement of Cash Flows
For the year ended 30 June 2011
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Cash flows from operating activities
Receipls from customers

Payments to suppliers and employees
Interest received

Interest paid

income tax paid

Net cash flows from operating activitles

Cash flows from Investing activilies
Purchase of properiy, plant and equipment
Investment in subsidiaries

Purchase of inlangible assels

Net cash flows used in investing activities

Cash flows from financing acfivities
Proceeds from borrowings

Payment of dividends on ordinary shares

Net cash flows used in financing actlivities

Net increase in cash and cash equivalents

Net foreign exchange differences

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

The above statement of cash flows should be read in conjunclion with the accompanying notes.

Note

18

8

GCONSOLIDATED
2011 2010
3 3
30,683,382 24,351,443
(21,682,176)  (15,974,402)
166,769 107,165
(44,032) (54,028)
{1,972,956) (843 449)
7,160,978 7,586,729
(820,591) (942,356)
. (400,000)
(946,019) (329,844)
(1,766,610) _ (1,672,200)
191,148 616,513
(723,426) (3,600,000
(632,277)  (2.983.487)
4,862,091 2,031,042
. 31,058
9,014,950 6,052,850
13,867,041 9,014,850
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Notes to the Financial Statements
For the year ended 30 June 2011

1

(a)

(b}

(c)

{d)

CORPORATE INFORMATION

The financial report of 3P Learning Ply Limited (the "Company”} and its consolidated entities (the "Group")
for the year ended 30 June 2011 was authorised for issue in accordance with a resolution of the directors
on 15 March 2012,

3P Learning Pty Limiled (the “parent”) is a company limited by shares incorporated and domicited In
Australia,

The registered office of the Company is Level 2, 128-134 Crown Slreet, Wollongong, NSW 2500.
The principal place of business of the Company is Level 18, 124 Walker Sireet, North Sydney, NSW 2060.

The nalure of lhe operalions and principat activilies of the Group are described in the directors' report.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

The financial report is a general purpose financial report, which has been prepared in accordance with the
requirements of the Corporations Act 2001, Australian Accounting Standards and other authoritalive
pronouncemants of the Australlan Accounting Standards board. The financial report has also been
prepared on a historical cost basis.

The financial report is presented in Australian doflars ($).

Compliance with IFRS
The financial report complies with Australian Accounting Standards and International Financial Reporling
Standards {JFRS} as [ssued by the International Accounting Standards board.

New accounting standards and Interpretations
{f) Changes in accouniing policy and disclosures.
The accounting policies adopted are consistent with those of the previous financial year.

(i) Accounfing standards and inlerprelations issued but nof yet effective.

Ceriain Australian Accounting Standards and Interpretations have recently been issued or amended but
are not yet effective and have not been adopled by the Group for the annual reporting period ended 30
June 20%1. The directors have not early adopted any of these new of amended slandards or
interpretations. The directors have not yet fully assessed the impact of these new or amended standards
(to the extent relevant to the Group} and interpretations.

Basls of consolidation
The consolidated financial statements comprise the financial statements of 3P Learning Piy Limited and its
subsidiaries (the Group), as oullined in note 24.

Subsidiarias are all those enlilies over which the Group has the power to govern the financial and operating
policies s0 as to oblain benefits from their activities. The existence and effect of potential voling rights that
are currently exercisable or convertible are considered when assessing whether a group controls another
sntity.
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Notes to the Financial Statements (continued)
For the year ended 30 June 2011

(d)

te}

SUMMARY OF SIGNIFICANT ACGOUNTING POLICIES {contlnued)

Basis of consolldation {continued)
The financial statements of the subsidiaries are prepared for the same reporting period as the parent
company, using consislent accounting policies.

In preparing the consolidated financlal statements, all intercompany balances and transactions,
income and expenses and profit and losses resulling from intra-group transactions have been
eliminated in full.

Subsidiaries are fully consolidated from the date on which control is obtained by the Group and cease
to be conaclidated from the date on which control Is fransferred out of the Group.

Investments in subsidiaries held by the Company are accounted for at cost in the separate financlal
staternents of the parent entity less any impairment charges.

The acquisition of subsidiaries is accounted for using the acquisition method of accounting. The
acquisition method of accounting involves recognising at acquisition date, separately from goodwil,
{he identifiable assets acquired, the liabilities assumed and any non-controlling interest in the
acquires. The identifiable” assets acquired and the liabilities assumed are measured at their
acquisition date fair values.

Non-controling Interests are allocated their share of net profit after tax in lhe statement of
comprehensive income and are presented within equity in the consolidated statement of financial
position, separately from the equity of the owners of the parent.

Buslness combinations

Business combinations are accounted for using the acquisition method. The consideration transferred
in a business combination shall be measured at fair value, which shall be calculated as the sum of the
acquisition-date fair values of the assels lransferred by the acquirer, the liabilities incurred by the
acquirer to former owners of the acquiree and the equity issued by the acquirer, and the amount of
any non-controlling interest in the acquires. For each business combination, the acquirer measures
the non-controlling inferest in the acquiree either at fair value or at the proportionate share of the
acquiree's idenlifiable net assets. Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liahilities assumed for
appropriate classificalion and designation in accordance with the contractual terms, sconomic
conditions, the Group's operating or accounting policies and other pertinent conditions as at the
acqulisition date.

Any conlingent consideration to be transferred by the acquirer will be recognised at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration which is
deemed to be an asset or liabllity will be recognised in accordance with AASB 138 either in profit o
loss or in other comprehensive income. If the contingent consideration is classified as equity, it shall
not be remeasured.
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Notes to the Financial Statements (continued)
For the year ended 30 June 2011

2

(6

(a)

(h)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Forefgn currency translation

(i} Functional and preseniation currency

Both the functionat and presentation currency of 3P Learning Ply Limited is Australian dollars (§). The
financial statements of New Zealand, United Kingdom and Indian subsidaries; and American and
Canadian branches are converted into Australian dollars for the purpose of consolidation.

{ii} Transactions & balances

Transactions in foreign currencles are initially recorded in the functional currency by applying the
exchange rales ruling at the date of the transaction. Monetary assets and liabilities denominated in
forelgn currencies are retranslated at the rate of exchange ruling at the reporting date.

Non-monetary items that are measured in terms of historical cost in a forgign currency are iranslated
using the exchange rate as at the date of ths initial transaction. Non-monetary items measured at fair
value In a foreign currency are translated using the exchange rates af the date when the fair value was
determined.

(ifi} Transfation of Group Companigs functional currency to presentation currency

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on
acquisition, are transiated o Australian dollars at exchange rales at the reporting date. The income
and expenses of foreign operations are translated to Australian dollars at average exchange rates for
the year,

Foreign currency differences are recognised direclly in foreign currency franslation reserve in equity.
Whaen a foreign operation is disposed of, in part of in full, the relevant amount in the reserve would be
transferred out of equity and recognised in the statement of comprehensive income.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash at bank ang in hand
and short term deposits with an original maturity of three months or less that are readily convariible to
known amounts of cash and which are subject to an insignificant risk of changss in value.

For the purposes of the Statement of Cash Flows, cash and cash equivalents consist of cash and
cash equivalents as defined above.

Trade receivables

Trade recelvables, which generally have 30-80 day ferms, are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest melhod, less an allowance for
impairment.

Collectability of trade receivables is reviewed on an ongoing basis. Individual debts that are known to

be uncoliectible are written off when identified. An impairment provision is recognised when there is
ohjeclive evidence that the Group will not be able to coltect the receivable.

11
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Notes to the Financial Statements (continued)
For the year ended 30 June 2011

{

0

(k)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment
Plant and equipment is stated at historical cost less accumulated depreciation and any accumulated

impairment losses.

Depreciation is calculated on a straight-line basis over the estimated useiul life of the specilic assets
as follows:

Office equipment - over 3 fo 5 years
Computers - over 3 to 5 years
Furniture & fittings - over 3 to 7 years

The assels' residual values, usefut lives and amortisation methods are reviewed, and adjusted if
appropriate, at each financial year end.

Deracognition
An item of property, plant and equipment is derecognised upon disposal or when no further future
economic benefits are expected from its use or disposal,

Gains and losses on disposals are determined by comparing proceeds with the carrying amount,
These are included in the the statement of comprehensive income.

Leases

The determination of whethsr an arrangement is or contains a lease is based on the substance of the
arrangement at inception date, whether fulfiment of the arrangement is dependent on the use of a
specific asset or assets or the arrangement conveys a right to use the asset, avan if that right is not
explicitly specified in an arrangement.

Group as a lessee

Operaling lease payments are recognised as an operating expense in the the slatement of
comprehensive income on a straight line basls over the lease term. Operating lease incentives are
recognised as a liability when received and subsequently reduced by allocaling lease payments
between rental expense and reduction of the liability.

Goodwill
Goodwill acquired in a business combination is initially measured at cost being the excess of the cost
of the business combination over the Group's interest in the net fair value of the acquiree's idenlifiable

assels, liabilities and contingent liabilities.

Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.
For the purpose of impairment testing, goodwili acquired in a business combination is, from the
acquisition date, allocated to each of the Group's cash-generating units, or groups of cash generating

units, that are expected to benefit from the synergies of the combination, irrespective of whether other
assels or liabilities of the Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of
cash-generating units), to which the geodwill refates.

12
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Notes to the Financial Statements (continued)
For the year ended 30 June 2011

2

(k)

{

(m)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Goodwlll (continued)

When the recoverable amount of the cash-generating unit {(group of cash-ganerating units}) is less
than the carrying amount, an impairment loss is recognised. When goodwill forms part of & cash-
generating unit {group of cash-generating units) and an cperation within that unit Is disposed of, 1he
goodwill associated with the operation disposed of is included in the carrying amount of the operation
when determining the gain or loss on disposal of the operation. Goodwill disposed of in this manner is
measured based on the relalive values of the operation disposad of and the poriion of the cash-
generating unit retained.

Impairment losses recognised for goodwill are not subsequently reversed,

Intangibles

intangible assets acquired separately or In a business combination are initially measured al cost. The
cost of an intangible asset acquired in a business combination is its fair value as al the date of
acquisition, Following initial recognition, intangible assets are carried at cost less any accumulated
amortisation and any accumulated impairment losses. Infernally generaled intangible assets,
excluding capitalised development costs, are not capitalised and expenditure is recognised In
statement of comprehensive income in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assels with
finite lives are amorlised over the useful life and lested for impairment whenever there is an indication
that the intangible assel may be impaired. The amortisation period and the amortisation method for an
intangible asset with a finite useful life is reviewad at least at each financial year-end. Changss in the
expected useful life or the expected pattern of consumption of future economic benefits embodied in
the asset are accounted for prospectively by changing the amortisation period or method, as
appropriate, which is a change In accounting estimate. The amortisation expense on intangible assels
with finite lives is recognised in statement of comprehensive income in the expense catagory
consistent with the function of the intangible asset.

Intangible assels with indefinite useful lives are tasted for impairment annually either Individually or at
the cash-generafing unit level consistent with the methodology outlined for goodwill above. Such
intanglbles are not amortised. The useful life of an intangible asset with an indefinite life is reviewed
each reporting period to determine whether indefinite fife assessmeant continues to be supportable. if
not, the ¢change in the useful life assessment from indefinite to finite is accounted for as a change in
an accounting estimate and is thus accounted for on a prospective basis.

Amorlisation is recognised in the the statement of comprehensive income on a straight-line basis over
the estimated useful lives of intangible assels, other than goodwill, from the date that they are
available for use. The estimated useful lives are as follows:

o Palenis and trademarks - 3 years

Trade and other payables

Trade and other payables are carred at amortised cosl and due to their short term nature they are nol
discounted. Thoy reprasent liabilities for gaods and services provided fo the Group prior to the end of
the financial year that are unpaid and arise when the Group becomes obliged to make future
payments in respect of the purchase of these goods and services. The amounts are unsecured and
are usually paid within 30 days of recognition.

13
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Notes to the Financial Statements (continued)
For the year ended 30 June 2011

2

(n)

(o}

{p)

SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES {confinued)

Provisions

Provisions are recognised when the Group has a present obligation (legal or consliructive) as a resull
of a past event, it is probable thal an outflow of resources embodying economic benefits wilt be
required 1o setlie the obligation and a rellable estimate can be made of the amount of the obligation.

When the Group expacis some or all of a provision to be reimbursed, for example under an insurance
contract, the reimbursement is recognised as a separate asset but only when the reimbursement is
virtually certain. The expense relating to any provision is presented in the the statement of
comprehansive income net of any reimbursement.

Provisions are measured at the present value of management's bast estimate of the expenditure
required to seltls the present obligation at the reporting date. The discount rate used to determine the
present value reflacts current market assessments of the time value of money and ths risks specific 1o
the liabillty. The increase in the provision resulling from the passage of time Is recognised in finance
cosis,

Employee leave henefits

Wages, salaries, annuel leave and sick leave

Liabilities for wages and salarigs, including non-monetary benefits, annual leave and accumutaling
sick leave expected to be sattied within 12 months of the reporting date are recognised in respect of
employees' services up to the reporling date. They are measured at the amounts expected 1o be paid
when the liabilities are seliled. Expenses for non-accumulating sick leave are recognised when the
leave is taken and are measured at the rates paid or payable.

Share-based paymant fransactlons

(i} Cash-sellled fransactions

The Company provides benefits to the employees in the form of cash-settled share-based payments
whereby employees render services In exchange for cash, the amount of which are determined by
reference fo movements in the price of the shares of the Company. These benefits were converted
fnto equity settled transactions on 18 October 2010.

Prior to conversion to squity settled transactions, the fair value of the shares were determined and the
diffarence in fair value from the prior reporting date to the conversion date was recognised as an
expense.

The fair value of the plan is determined, initially and at each reporting date by an independent valuer
using a capitalisation of earnings methodology and taking into consideration the terms and conditlons
on which the plan was granted, and the extent to which employees have rendered service to date. The
fair value of shares granied to qualifying employees is recognised as an employee expense, with a
corresponding increase in liabilily, over the period in which the employees become unconditionally
entitied to the shares. The amount recognised is adjusted to reflect the actual number of share that
vast,

(i} Equily seftled transactions
The Company provides bensfits to its smployees in the form of share-based payments, whereby
employees render services in exchange for shares or rights over shares (equity-settled transactions).
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Notes to the Financial Statements (continued)
For the year ended 30 June 2011

(»

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Share-hased payment transactions (continued)

The cost of these equity-setlled transactions with employees is measured by reference to the fair
value of the equity instruments at the date at which they are granted. The fair value is determined by
using a binomial mode!.

The coslt of equity-settied transactions s recognised, together with a corresponding increase in equity,
over the period in which the performance andfor service conditions are fulfilled (the vesting period),
ending on the date on which the relevant employees become fully snfitied to the award (the vesting
date}.

At each subsequent reporting date until vesting, the cumulalive charge to the the statement of
comprehensive income is the product of:

(1 The grant date fair value of the award;

(i) The current best estimate of the number of awards that will vest, taking into account such factors
as the likelihoad of employee turnover during the vesting period and the likelihood of non-market
performance conditions being met; and

(iii} The expired portion of the vesting period.

The charge to the the statement of comprehensive income for the period is the cumulative amount as
calculated above less the amounts already charged in previous periods. There is a corresponding
eniry to equity.

Equity-settlad awards granted by 3P Learning Ply Limited to employees of subsidiaries are recognised
in the parent's separate financial statements as an additional investment in the subsidiary with a
corresponding credit to equity. As a result, the expense recognised by 3P Learning Ply Limited in
relation to equity-setlled awards only represents the expense associated with granls to employees of
the parenl. The expense recognised by the Group is the fotal expense associated with all such
awards.

Until an award has vested, any amotnts recorded are contingent and will be adjusted if more or fewer
awards vest than were originally anticipated to do so. Any award subject to a market condition is
considered to vest irespective of whether or not that market condition is fulfilled, provided that all
other condilions are satisfied.

If the terms of an equily-setlied award are modified, as a minfmum an expense is recognised as if the
terms had not been madified. An additional expense is recognised for any modificalion that increases
the total fair value of the share-based paymsent arrangement, or is otherwise beneficlal to the
employee, as measured at the date of modification,

If an equily-seltled award Is cancelled, it is treated as if it had vested on the date of cancellation, and
any expsnse not yet recognised for the award is recognised immediately. However, if a new award is
substituted for the cancelled award and designated as a replacement award on the date that it is
granted, the cancelled and new award are treated as if they were a modification of the original award,
as described in the previous paragraph. )
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(a)

"

SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES (continued)

Contributed equity .
Ordinary shares are classified as squily. Incremental costs directly attributable to the issue of new
shares or oplions are shown in equily as a deduction, net of tax, from the proceeds.

Revenue recognltion

Revenue is recognised and measured at the fair value of the consideration received or receivable to
the extent it is probable that the economic banefits will flow to the Group and the revenue can he
reliably measured. The following specific recognition criteria must aiso be mat before revenue is
recognised:

(i) Licence fee

The Company recognises the majority of its revenue pursuant to software licence agreements.
Revenue is recognised as follows:

- for licence agreements contracted for one year, the revenue is recognised upfrant, when persuasive
evidence of an arrangement exists, delivery has occurred, the fee is fixed or determinable and
collectability is probable,

- for licence agreements contracted for over one year, the revenue is recognised over the life of the
contract, when persuasive evidence of an arrangement exists, delivery has occurred, the fee s fixed
or determinable and collectability Is probabls,

{ii} Sponsorship income
Revenue is recognised in relation to sponsorship amounts provided by various external parties.

(iii} Transtation fee
Revenue is recognised in relation to translation of the Mathietics website lo the local language of the

customer base.

{iv) Sale of workbooks
Revenue is recognised in relation to workhaok materials sold to schools and students.

{v) Copyright license fee
Revenue Is recognised in relation to copyright agency fee when the Group's materials and resources

are reproduced by third parties.

(vi} Inlerest income

Revenue is recognised as interest accrues using the effective interast mathod. This is a method of
calculating the amortised cost of a financial asset and allocating the interest Income over the relevant
period using the effective interest rate, which is the rate that exactly discounts estimated fulure cash
receipts through the expacted life of the financial asset to the net carrying amount of the financial
asset.

16
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(s)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

income tax

Current tax assets and liabilities for the current period are measured at the amount expecled to be
recovared from or paid to the taxalion authorities based on the current period’s laxable income. The
tax rates and tax laws used to compute the amount are those that are enacted or substantively
enacted by the reporting date.

Defarred Income tax is provided on all temporary differences at the reporting daie between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences except:

» When the deferred income tax Habllity arises from the initial recognilion of goodwill or of an asset or
liability in a transaction that Is not a businass combination and that, at the time of the transaction,
affects nelther the accounting profit nor taxable profif or loss,

> When the taxable femporary difference is associated with investments in subsidiaries, assoclates
or interesls in joint ventures, and the liming of the reversal of the temporary difference can be
controlted and it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of
unused tax credits and unused tax losses, to the extent that it is probable thal taxable profit will be
available against which the deductible temporary differences and the carry-forward of unused tax
credits and unused tax [osses can be ulilised, except:

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

» When the deductible temporary difference is associated with investments In subsidiaries,
associates or interests in joint ventures, in which case a deferred lax asset is only recognised to the
oxtent thal it is probable that the temporary difference will reverse In the foreseeable future and
taxable profit will be available against which the temporary difference can be wilised.

The carrying amount of deferred income 1ax assels is reviewed at each reporting date and reduced fo
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred income tax asset to be ulilised.

Unrecognised deferred income tax assets are reassessed at each reporling dale and are recognised
to the extent that it has become probable that future taxable profit will allow the deferred tax assef to

be recovered.
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(s}

(t)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Income tax {continued)

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to
the year when the assel is realised or the labiiity is seltled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the reporling dale.

Deferred tax assets and deferred lax Habitities are offset only if a legally enforceable right exists to set
off current tax assets against current tax liabilities and the deferred tax assets and liabilities relate to
the same taxable entily and the same taxaiion authority.

Tax consolidalion legislation
3P Learning Ply Limited and its wholly-owned Australian controlled entities have implemented the tax
consolidation legislation as of 1 July 2006.

The head entily, 3P Learning Ply Limited and the confrolled entities in the tax consolidated group
continue to account for their own current and deferred tax amounts. The Group has applied the group
allocation approach In determining the appropriate amount of current taxes and deferred taxes to
allocate o members of the tax consalidated group.

In addition to its own current and deferred tax amounts, 3P Learning Pty Limited also recognises the
current tax liabilities (or assets) and the deferred tax assets arising from unused tax iosses and
unused tax credils assumed from conirolled entities in the tax consolidated group.

Members of the tax consolidated group have not enlered into a tax funding agreement. Hence no
compensation is receivable or payable for any deferred tax assets or current tax payabla (receivable)
assumed by the head entity. Deferred tax liabilities (or assets) assumed by the head entity are
recoghised as equity transactions.

The distribution to the head entity and distribution from the subsidiary arising with the tax consolidated
entilies are recognised as equity transactions in the group.

Other taxes
Revenues, expanses and assels are recognised net of the amount of GST/VAT except:

» When the GSTAVAT incurred on a purchase of goods and services is not recoverable from the
taxation authorily, in which case the GST/VAT is recognised as part of the cost of acquisition of the
asset or as part of the expense item as applicable

» Receivables and payables, which are stated with the amount of GST/VAT included

The nat amount of GST/VAT recoverable from, or payable to, the taxation authority Is included as part
of receivables or payables in the statement of financial position.

Cash flows are included in the Statement of Cash Flows on a gross basis and the GSTAVAT
componant of cash flows arising from investing and financing activities, which is recoverable from, or
payable to, the taxation authorily is classified as part of operating cash flows.

Commitments and contingancies are disclosed net of the amount of GST/VAT recoverable from, or
payable to, the taxation authorily.
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3

{a)

(b}

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

In accordance with the requirements of AASB 7 Financial Instrument Disclosures, the Direclors have
disclosed sufficient information fo evaluate the significance of financial instruments on the financiat position
and performance of the Group as at 30 June 2011,

Exposure to credit, foreign exchange, liquidity and interest rate risks arises in the normal course of lhe
Group’s business.

The board reviews and agrees policies for managing each of these risks as summarised befow.
Risk Exposures and Responses

Credit risk

The Group has no significant concentrations of credit risk. The consolidated entity’s maximum exposures
{o credit risk at reporting date In relation to each class of recognised financial asset is the carrying amount
of those assels as indicated in the statement of financial position.

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing basls.
The Group does nol reguire collateral in respect of financial assets. The Group does not have any material
credit risk exposure to any single deblor or group of debtors under financial instruments entered into by the
Group. At reporting date, there were no significant concentrations of credit risk. The maximum expostre to
credit risk is reprasented by ihe carrying amount of each financial asset in the stalement of the financial
position.

Forelgn exchange risk
The Group is exposed to risk on receivables, payablas and borrowings that are denominated in currency
cther than the respective functional currency of the Group entilies,

The Group is exposed to foreign currency risk on its foreign currency bank balances, loans to subsidiaries
denominated in NZ$ and GBP, receivables from overseas operations customers and payablas to overseas
operations suppliers, The currencies giving rise to this risks are American doltars, New Zealand dollars,
British pound, EURO, Hong Hong dollars, Singapore dallars and Canadian dollars. if the Australian Dollar
were o weaken by 10% against the various currencies, the reporting profit would have increased by
$255,184 (2010: $142,889). This analysis assumes all other variables, in particular interest rales, remain
constant.
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3 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(¢) Llguidity risk
Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group's objective is to maintain a balance betwsen continuity of funding and fexibility through the use of
cash reserves, bank and capital market debt. Al 30 June 2011, the Group does not have a significant
liguidity exposure to third parly creditors.

The following are the contraciual malurilies of the financial liabilities:

Consolidated 2011

in AUD Carrying  Contractual 01 year 1-2years  2-5 years
© amount cash flow
Trade and other payables 6,147,445 6,147,445 5,440,533 219,329 487,683
Consolidated 2010
in AUD Carrying Contractual 0-1 year 1-2 years 2-5years
amount cash flow
Trade and other payables 5,317,651 53176561 4,712,605 337,666 267,380

{d¢} Interest rate risk
The Group's exposure to interest rate risk al the reporting date and in future periods is considered to be
relatively small, The Group holds and is expected to maintain a net cash position. Apart from the HP loan,
all other liabilifies are non Interest bearing. 3P Learning Ply Limited does not consider any risk associated
with interest rate movements to be material to the financlal position and performance of the Group.

Al the reporling date, the Group has no interest bearing financtal instrument, apart from the loan described
in note 15.

(e} Fair value
The net fair value of all financial assets and financial liabilities in the financial statements approximates

their carrying value.

The aggregate net fair values and carrying amounts of financial assets and financial liabilities are disclosed
in the statement of financiat position and In the notes to and forming part of the financial statemants.

Accounts Note
Cash and cash equivalents 8
Trade and olher receivables 9
Trade and oiher payables 14
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4 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires management to make judgemsnts, estimates and
assumptions that affect the reported amounts in the financial statements. Management continually
evaluates its judgements and estimates in relation to assels, liabilities, contingent liabilities, revenus
and expenses. Management bases iis judgements and estimates on historical experience and on olher
various factors it believes to be reagonable under the circumstances, the resuit of which form the basis
of the carrying values of assets and liabilities that are not readily apparent from other sources,

Management has identified the following critical accounting policies for which signiflcant judgements,
estimates and assumptions are made. Actual results may differ from these estimates under different
assumptions and conditions and may materially affect financial results or the financlal position reported
in future periods.

e Asset useful lives and impairment of agsets
- Property, plant and equipment - Note 2(i)
- Goodwill - Note 2(k)
- Intangibles - Note 2(1)

¢ Recognition of tax assets - Nole 2(s)

Further details of the nature of these assumptions and conditions may be found in the relevant notes lo
the financial statements.
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5 REVENUE AND EXPENSES

CONSOLIDATED
2011 2010
$ $
{a) Operaling revenue
License fee 26,984,018 22,195,178
Sponsorship income 586,467 100,543
Translation fee 200,649 -
Sale of workbooks 236,607 -
Copyright license fee 817,161 80,118
Other 161,029 284,650
Tolal operating revenue 28,976,731 22,680,489
(b) Otherincome
interest 166,759 107,165
Other income 307,297 231,135
Total other income 474,066 338,300
{c) Employee beneflts expense {included in Administration Expenses)
Wages and salaries 9,282,640 6,899,317
Defined contribution superannuation 989,290 740,883
Other employee benefit expense 2,880,544 2,280,866
Share-based payments 4,366,208 2,068,121
Total employee benefils expense 17,608,683 11,879,187

{d} Depreciation and amortisation expense {Included in Adminlstration Expenses)
Depreciation of non-current assets

Office equipment 5,345 12,606
Computers 298,924 301,523
Furniture and fitlings 63,078 19,564
Total depreciation of non-current assels 357,347 333,683

Amortisation of non-currant assets

Patents and trademarks 300,993 166,564

Tolal amortisation of non-current assets 300,993 166,564

Tolal deprecialion and amortisation 668,340 500,247
(e) Otherexpenses .

Net foreign currency losses ' 509,661 180,008

Other expenses 36,661 5911

Total other expenses 546,212 185,819
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6

(a)

(b)

{c)

INCOME TAX

Income tax expense
The major components of income tax
Statement of Comprehensive Income
Current income tax
Cursent income tax charge
Adjustments in respect of current income tax of previous years
Deferred income tax
Relating to origination and reversal of temporary differences
Income tax axpense reported in the statement of comprehensive incoma

Numerical reconciliation between aggregate tax expense recognised
in the statement of comprehensive income and tax expense
calculated per the stattitory incoms tax rate

A raconcillation between 1ax expense and the product of accounting profit
hefore incoms tax multiplied by the Group's applicable income tax rate is
as follows:

Accounting profit before income tax

At Group's statutory Income tax rate of 30% (2010: 30%)
Non-deductible expenses

Share-based payments

Unrealised foreign exchange loss

Bonus provisions

Deferred tax assets utilised in current year

Other items (net)

Research and devetopment deduction

Daferred {ax Fabilities derecognised in current year
Under provision of previous year

Aggregate income tax expense

Recognised deferred tax assets and deferred tax liabilities
Daferred income tax at 308 June relates to the following:
STATEMENT QF FINANCIAL POSITION

(i Defarred tax liabitifies

Share-based payments

Gross defereed tax liabilities

Current
Non-current
Gross deferred lax liabilities

CONSOLIDATED
2011 2010

$ $

2,197,507 1,607,230

. 02,192

- 299,147

2,197,607 1,098,669

4,906,406 5,660,276

1,471,922 1,706,783

98,695 38,003

1,222,118 299,147

79,272 38,946

. (150,000)

(52,903) -

(4,476) (76,692)

(317,974) -

(299,147) -

- 92,192

2,197,607 1,098,560

- 289,147

. 299,147

. 154,130

- 145,017

- 209 147
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8 INCOME TAX (continued)

{c) Recognised deferred tax assets and deferred tax liabllities {continued)

CONSOLIDATED
2011 2010
$ 3
(i Deferred tax assols
3P Learning Lid (UK) 52,803 104,465
Gross deferred fax assets §2,903 104,465
Current 52,903 90,577
Non-current - 13,888
Gross deferred tax assels 52,903 104,465
{d) Franking credit balance
PARENT
2011 2010
$ 3

The amount of franking cradits available

- franking account balance as at the end

of the financial year at 30% {2010: 30%). 2,611,782 1,394,173
2,611,782 1,394,173

7 DIVIDENDS
GONSOLIDATED
2011 2010
$ $
(a) Recognised amounts
Dividends on ordinary shares:
Dividend paid 723,426 350,000
Dividend desclared 700,000 -
1,423,426 350,000

(h) Tax rates
The tax rate at which paid dividends have heen franked is 30% (2010: 30%).

Dividends proposed will be franked at the rate of 30% (2010: 30%).
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B CASH AND CASH EQUIVALENTS

For the purposes of the statement of cash flows, cash and cash equivalents comprise the following at 30
June:

CONSOLIDATED
2011 2010
$ $
Gash at bank and in hand 6,630,270 6,048,084
Short-term deposits 7,336,771 2,066,866
13,867,041 9,014,950

Cash at bank earns interest at floating rates based on daily bank deposit rales. The carrying amounts of
cash and cash equivalents represents fair value,

Short-term deposits are made for varying periods of between one day and three months, depanding on
the immediate cash requirements of the Group, and earn interest at the respective short-term deposit
rates. As at 30 June 2011 the Company has $125,000 (2010: $126,000) term deposits pledged for
Merchant services facility and $316,051 (2010; $316,051) term deposit pledged as security for bank
guarantee for the office building at Walker Streel, North Sydney. The average interest rate for cash

bafances was 4.30% (2010: 3.18%) and for short term deposits was 5.00% (2010: 5.10%).

TRADE AND OTHER RECEIVABLES (CURRENT)

CONSOQOLIDATED
2011 2010
$ $
Trade receivables 2,983,882 1,837,300
Altowance for impairment loss {16,627) -
2,967,266 1,837,300
Sundry debtors £20,765 37,367
Advertising consideration {a) 269,000 699,104
Carrying amount of trade and other receivables 3,767,010 2,573,761
Trade receivables are non-interest bearing and are generally on 30 day terms.
Aging of the Group trade receivables at the reporting date was:
Consolidated Gross Impalrment Gross Impairment
in AUD 2011 2011 2010 2010
0- 30 days 1,920,730 - 1,228,744 -
31-60 days 366,344 - 237,702 -
Greater than 60 days 706,808 16,627 370,774 -

No amount owing from any particular school is considered significant.
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(a)

(h)

10

11

()

()

TRADE AND OTHER RECEIVABLES (CURRENT) {continued)

Advertising consideration

This account relates to the current portion of adverlising consideration receivable from ACP Magazines
Limited and Ninemsn Ply Limited for advertising expenditure. The amount can be ufilised untit 3¢ June
2016. The non-current portion of receivable is recognised as non-current recelvables (note 11).

Fair value and foreign exchange risk
Due to the short term nature of these receivables, their carrying value is assumed to approximate their fair
value.

Detail regarding foreign exchange risk exposure is disclosed in hole 3.

OTHER CURRENT ASSETS
CONSOLIDATED
2011 2010
$ b
Deposits 67,386 35,008
Prepayments - 170,795
67,386 205,803
RECEIVABLES {(NON-CURRENT)
CONSOLIDATED
2011 2010
$ $
Advertising consideration 1,076,899 699,104
1,076,899 609,104

Advertising conslderation

This account relates io the non-curfent portion of advertising consideralion receivable from ACP
Magazines Limited and Ninemsn Pty Limited for advertising expenditure. The amount can be ulilised until
30 June 2018 and are non-interest bearing. The current portion of receivables is recognised as current

receivables (note 9).

Credit risk
The maximum sxposure to credit risk at the reporting date is the higher of the carrying value and fair value

of each class of receivables. No collateral is hkeld as security.
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12 PROPERTY, PLANT AND EQUIPMENT

Offfce equipment

At cosl

Accumulated depreciation
Net carrying amount

Computers

At cost

Accumulated depreciation
Net carrying amount

Fumiture and fiftings

At cost

Accumulated depreciation
Net carrying amount

Total proparty, plant and equiprment
At cost

Accumulated depreciation

Net carrying amount

Reconciliation of carrying amounts at the beginning and end of the period

Office equipment

Balance at the beginning of the year

At cost

Accumulated depreciation

Net carrying amount

Additions

Exchange differences

Depraciation ¢harge for the year

Balance at the end of the year - Net carrying amount

Compulers

Balance at the beginning of the year

At cost

Accumulated depreciation

Net carrying amotint

Additicns

Exchange differences

Depraciation charge for the year

Balance at the end of the year - Net carrying amount

CONSOLIDATED
2011 2010
$ $
73,060 68,572
(60,343) (46,293)
22,717 22,279
2,460,671 1,779,482
(1,121,790}  (827,052)
1,338,861 952,430
405,721 279,443
(73,432) (23,509)
332,289 255,934
2,830,462 2,127,497
(1,246,666)  (896,854)
1,693,887 1,230,643
68,672 65,201
(48,293) (33,795)
22,279 31,406
4,380 3,371
1,403 108
{6,345) (12,606)
22,717 22,279
1,778,482 1,043,239
(827,062)  (529,172)
962,430 514,067
677,646 738,243
7,829 3,643
(298,924) (301,523)
1,338,381 952,430
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12 PROPERTY, PLANT AND EQUIPMENT (continued)

Reconciliation of carrying amounts at the beginning and end of the perlod {continued)

CONSGLIDATED
2011 2010

$ 3
Furniture and fitlings
Balance at the beginning of the year
At cost 279,443 76,701
Accumulated deprechation {23,509} {4,850)
Net carrying amount 256,934 71,851
Addilions 125,383 202,742
Exchange differences 4,060 805
Depreciation charge for the year (53,078} (19,554)
Balance at the end of the year - Net 332,289 255,934
Totai property, plant and equipment
Batance at the beginning of the year
Af cost 2,127,497 1,185,141
Accumulated depreciation {896,854) {6567,817)
Net carrying amount 1,230,643 617,324
Additlons 807,308 942,356
Exchange differences 13,282 4,646
Depreciation ¢harge for the year {357,347) {333,683)
Balance at the end of the year - Net 1,693,887 1,230,643

13 INTANGIBLE ASSETS AND GOODWILL
CONSOLIDATED
2011 2010

$ $
Patenis and frademarks
At cost 1,414,957 769,931
Accumulated amortisation and impairment {241,367) (241,357}
Net carrying amount 1,173,600 528,574
Goodwill
Cost (gross carrying amount) 3,012,296 464,296
Net carrying amount 3,012,296 464,206
Tofal infangibie assels and goodwill
Cost {gross carrying amount) 4,427,263 1,234,227
Accumulated amortisation and impairment {241,357) {241,357)
Net carrying amount 4,186,886 992,870
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13

(a)

(b)

(c)

INTANGIBLE ASSETS AND GOODWILL

Reconcillation of carrying amount at beglnning and end of the perlod

CONSOLIDATED
2011 2010

8 $
Patents and frademarks
Balance at the beginning of the year
At cost 769,931 440,087
Accumulated amertisation and impairment (241,357} {74,793)
Net carrying amount 528,674 365,204
Additions : 946,019 320,844
Amoriisation {300,993} (166,564)
Balance at ths end of the year - Net 1,173,600 528,574
Goodwill
Carrying amount - cpening 464,296 -
Additions 2,648,000 464,296
Carrying amount - closing 3,012,296 464,296
Totaf intangible assefs and goodwilf
Balance at the baginning of the year
Cosl (gross carrying amount) 1,234,227 440,087
Accumulated amorisation and Impairment {241,367) {74,793
Carrying amount - opening 992,870 365,294
Additions 3,494,019 794,140
Amoriisation {300,993} {166,564)
Carrying amount - closing 4,186,886 092,870

Description of the Group's infangible assets and goodwill
Patents and frademarks
Patents and trademarks primarily relate to the purchase of domain names, trademark applications and

cnline contents.

Goodwill

After initial recognition, goodwill acquired in a business combination is measured at cost less any
accumulated impairment losses. Goodwill is not amorlised but is subject to impairment tasting on an
annual basis or whenever there is an indication of impairment.

Impairment tests for intangibles and goodwll]
Patents and trademarks
An impairment test has been performed and amortisation expense has baen recognised.
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13 INTANGIBLE ASSETS AND GOODWILL (continued)

(¢} Impairment tests for Intanglbles and goodwill {continued)
Goodwill
Goodwill is subject to impairment testing on an annual basis or whenever there is an indication of
impairment, except for unallocated goodwill arising from the acquisition of Into Science Ply Ltd (note 20}).

The recoverable amount has been determined based on a value in use calculation using cash flows
projection based on the one year financial budget approved by the Board extrapotated for four years.

The discount rate applied to cash flows projection is a rate of 12% and the cash flows beyond the
approved budget are extrapotated using 2% growth rate. A reasonable possible change in growth rate and
discount rate would not result in impairment.

14 TRADE AND OTHER PAYABLES {CURRENT)

CONSOLIDATED
2011 2010

$ 3
Trade payables 2,380,334 817,449
Other payables §12,075 1,066,182
Accrued expenses 510,831 210,808
Share-based payment payables - 2,058,121
Goods and services fax 366,207 238,158
Dividend payable 700,000 -
Annual leave accrued 550,000 62,000
Deferred revenue 206,803 149,832

5,225,050 4,602,650

(a)} Fair value
Due to the short term nature of these payables, their carrying value is assumed to approximate their falr
value.

16 OTHER LIABILITIES

CONSOLIDATED
2011 2010

$ 3
Current
Interest bearing loan 216,483 109,955

215,482 109,855
Non Current
Deferred revenue 9,206 98,488
Interest bearing loan 697,706 506,558

706,912 605,046

(a) Forelgn exchange and liquidity risk
Information regarding the foreign exchange and liquidity risk exposure is set outin note 3.

(b) Interest bearing loan
The account reprasent the non-current portion of the unsecured loan which was provided to acquire
servers and equipment. The facllity was drawn down on 1 July 2010 and will be fully amortised by 1 June
2015 at a fixed interest rate of 5.6%.
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16

(a)

(b

CONTRIBUTED EQUITY

CONSOLIDATED
2011 2010
& $
Ordinary shares
Issuad and fully paid 2,361,645 2,351,645

Fully paid ordinary class A shares carry one vote per share and carry the right to dividends.

Fully paid ordinary class B shares have the foliowing additional rights:

- on the occurence of a liquidity event, class B shares will have a priority distriibution of capital

- on the sale of the assets of the Company, class B shares will have a prierily distribution of capital

- If there is no qualified public offering of shares in the Company or no other sales of the shares within 5
yoars of the effeclive date, the shareholders are entitled 1o request the company to procure the sales of
their shares. If the Company is unable to procure a sale, the shareholders may appoint a banker on behalf
of the Company to sell the Company (whether by merger, sale of shares or otherwise).

No. of Class No. of Class

A shares B shares $

Movement in ordinary shares on isstie

At 1 July 2009 73,387 67,317 2,361,645
Shares issued during the year 10,308 - 3,337,758
At 30 June 2010 (parent) 83,785 67,317 5,689,403
Less: Treasury shares {10,398} - {3,337,758)
At 1 July 2010 {consolidated) 73,387 87,317 2,351,645
At 30 June 2011 (consolidated) 73,387 87,317 2,351,645

Capital management

The Board's policy is to maintain a sirong capital base so as to maintain stakeholder confidence and to
sustain future development of the business. The Board of Directors determines the level of dividends to
ordinary shareholders.

There were no changes in the Group's approach to capital management during the year.

No Group enlities are subject to externally imposed capital requirements.
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17 RESERVES

CONSOLIDATED
Foreign
currency Employes
franslation equily henefits
feserve reserve Tolat
$ ¥ $
At1 July 2008 . 89,728 - 60,728
Forsign currency translation : 80,448 - 80,448
At 30 June 2010 150,176 - 150,176
Foreign currancy translation 98,983 - 98,983
Share based payment - 4,944,186 4,944,186
At 30 June 2011 249,189 4,944,186 5,193,345

Nature and purpose of reserves

Foreign currency transtation reserve

The foreign currency translation reserve is used to record exchange differences arising from lhe
transiation of the financial statements of foreign subsidiaries in New Zealand, United Kingdom and India
and branches in United States of America and Canada.

It is also used to record gains and losses on hedges of the net Invastmants in forelgn operations.

Employae equify benefits reserve
This reserve is used to record the value of equily benefits provided to emplioyees as part of their

remuneration. Refer to note 19.
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18 STATEMENT OF CASH FLOWS RECONCILIATION .

19

CONSOLIDATED !
2011 2010

$ $
Reconciliation of net profit after fax to net cash flows from
opearations
Net profil for the year 2,708,898 3,690,707
Adjustments for:
Depreciation 357,347 333,683
Amortisation 300,993 166,564
Net loss on fareign exchange §09,661 180,008
Share-based payments expense 4,366,209 2,058,121
Changes in assels and Habilities i
{Increase)/Decrease in trade and other receivables (1,462,061) (449,879) |
{Increase}Decrease in other assels 138,417 (138,312)
{Increase)/Decreass in deferred tax assets 51,662 62,202
{Decrease)/Increase in trade and other payables (88,466) 504,508
{Decrease)fincrease in current tax liability 472,137 780,980
{Dacrease)/Increase in other liabilities 105,628 -
(Decrease)increase in deferred tax liabilities (229,147) 299,147
iNet cash flows from operating activities 7,150,878 7,586,728

SHARE-BASED PAYMENT PLANS

On 26 April 20610, the directors approved an employee share plan established via a unit trust, 3P E S Pty
Ltd. The directors may at their discrefion, grant the award of units to any qualifying employee. The plan
is designed to align participants’ interest with those of shareholders. The issue price of the shares issued
is based on an independent valuation of $321 per share. Subsequent to this valuation, the shares were
transacted with an external party at a value of $852 per share.

No additional shares were issuad in the current financial yéar undear this plan {2010: 10,388). All shares
issued under the plan are subject to a trading restriction whereby they cannot be transferred, assignsd
or disposed of for a period ranging from 12 to 30 months from the date of issue depending on the class
of shares. When a qualifying employee ceases employment prior to the end of the trading reslriction, the
trustee upen notification by the directors, will cancel the shares immediately. In the event that & person
or entity attain ownership of 50% or more of the Company, the trading restriction are nullified.
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(a)

(b)

BUSINESS COMBINATION

Acquisition of Into Sclence Pty Lid
On 15 April 2011, 3P Learning Ply Limiled acquired 51% of Info Science Pty Ltd, a company in the
business of salas and marketing of online science educational programs.

The total cost of the combination was $5,200,000 and comprised of cash consideration to be paid over
the next 2 years.

The fair value of the identifiable assets and lfabilities of Into Science Ply Ltd as at the date of acquisilion
were:

2011
]

Cash and c¢ash squivalenis 1,050,000
Receivables 4,150,000
Liabilities -
Shars of fair value of identifiable net assets (51%) 2,652,000
Goodwill arising on acquisition 2,548,000
Cost of the combination:
Cash paid 1,050,000
Cash payable 4,160,000
Direct costs relating to the acquisition -
Total cost of the combination 5,200,000
The cash outflow on acquisition is as follows:
Net cash acquired with the subsidiary -
Cash pald 1,050,000
Net consclidated cash ouiflow 1,050,000

The current value of the identifiable net assels at the time of acquisition represent the fair value on
acquisition.

Intengibles arising from the acquisition of Intc Science Ply Ltd are receghised provisionally in
accordance with AASB3 Business Combination as at the reporting date. The diffarence between the
purchase consideration and the net assets acquired is classified as goodwill and has not been allocated
to Identifiable cash generating unils. 3P Learning Pty Limited has twelve months from acquisition date to
finalise the accounting for this acquisition.

Acquisition of Mathletlcs Pvt Ltd ‘
On 2 February 2011, 3P Learning Ply Limited acquired 60% of Mathletics Pt Lid, a company in the
business of programming online educalional programs. The total cost of the combination was $5,200
and comprise of cash consideration. No intangible has been recognised upon acquisition, as this is not
malerial to the Group.
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22

23

COMMITMENTS
Leasing commitments
Operating lease commitments — Group as lossee
The Group has entered info commercial leases. These leases have an average life of between three
and eight years with renewa! options Included in the contracts. There are no restrictions placed upon the
lessee by entering into these leases.
Future minimum rentals payabte under non-cancellable operating leases as at 30 June are as follows:

CONSOLIDATED

2011 2010

$ b
Within one year 686,778 479,951
After one year but not more than five years 245,792 512,839
Total minimum |lease payments 931,670 992,790
CONTINGENCIES

There have been no contingent liabilities or assets as at reporling date which would have a material
effect on the Company’s financial statements as at 30 June 2011 (2010: none).

AUDITORS' REMUNERATION
The auditor of 3P Learning Ply Limited is Ernst & Young.
CONSOLIDATED
2011 2010
§ 3

Amounts received or due and receivable by Ernst & Young (Ausiralia)
+ An audit of the financial report of the entity and any other entity in the

consolidated group 64,500 58,000
+  Qther assurance services in relation to the entity and any othar enfity

in the consolidated group

- Preparation of financial statements 15,500 15,000
80,000 73,000
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(a)

(b}

RELATED PARTY DISCLOSURES

Subsldlaries
The consolidated financial statements include the financial statements of 3P Learning Ply Limited and the
subsidiaries listed in the following table.

Country of % Equity inferest investment (3}

Name incormporation 2011 2010 2011 2010

3P Learning Limited New Zealand 100% 100% 826 826

3P Learning Limited United Kingdom  100% 100% 2 2

3P Learning Australia Ply Limited Australia 100% 100% 1,000 1,000

PEG Learning Ply Lid Australia 100% 100% 600,000 500,000

Mathletics Pvi Ltd India 60% - 5,200 -

Into Science Pty Lid Australia 51% - 5,200,000 -
5,707,028 501,828

On 10 February 2008, the Company incorporated a branch in Canada named 3P Learning Piy Limited. No
shares were Issued. On 22 February 2010, the Company incorporated a branch in America named 3P
Learning Ply Limited. No shares were issued.

On 27 May 2010, the Company established the 3P Employee Share Trust.

Transactions with related partiss

The following table provides the total amount of ransactions that were entered into with related parties for
the relevant financial year:

Transactions
with related
pariies

Related parly 3
PARENT
3P Learning Australia Ply Limited 2011 6,090,296
3P Learning Australia Pty Limited 2010 3,336,443
3P Learning Limited (N2) 2011 802,710
3P Learning Limited (NZ) 2010 245,570
3P Learning Limited (UK) 2011 1,342,210
3P Learning Limited {UK) 2010 659,268
Pascal Press Pty Lid 2011 2,400
Pascal Press Pty Ltd 2010 1,608
Kalaci Pty Ltd 2011 13,067
Kalaci Pty L.td 2010 5422
Blake Publishing Pty Lid 2011 60,000
Blake Publishing Pty Lid 2010 127,045
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(b)

25

26

(a)

(b}

(c}

RELATED PARTY DISCLOSURES (continued)
Transactions with related partles (continued)
Transaclions
wilh related
patlies
Related parly $
PARENT (continued)}
Amdon Consulting 2011 26,272
Amdon Consulting 2010 -
Insight Ventures VI, LP 2011 78,656
Insight Veniures VI, LP 2010 59,333

EVENTS AFTER BALANCE DATE
There has not been any item, transaclion or event of a materfal or unusual nature likely, in the opinion of

the direclors of the Company, lo affect significantly the operations of the Group, the resulls of those
oparations, or the state of affairs of the Group, in future financial years.

PARENT ENTITY INFORMATION

tnformation relating to 3P Learning Pty Limited
The individual financial statements for the parent entity show the following aggregate amounts:

2011 2010
$ $
Current assets 7,467,696 5,867,348
Total assets 10,268,890 7,500,188
Current liabilities 3,273,022 3,140,537
Total liabilities 3,970,728 3,439,684
Contributed equity 7,649,238 2,351,645
Retained earnings (1,361,074) 1,708,859
Total shareholders’ equity 6!2985'1 62 4!060!504
Tolal comprehensive loss for the year {1,480,010) {80,876)

Guarantees
The parent entity had no guarantees entered into in relation ta the debts of its subsidiaries (2010: nil).

Contingent liabilities
The parent entity had no contingent liabllitfes (2010: nif).
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26 PARENT ENTITY INFORMATION {continued)

(d) Contractual commitments
The parent entify had confractual commitments for the acquisition of computer servers and equipment as

follows:
2011 2010
$ $
Within one year - 200,698
More than one year - 1,080,973
- 1,291,669

Total minimum lease payments
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Directors' Declaration

In accordance with a resolution of the directors of 3P Learning Ply Limited, I state that;

In the opinion of the directors:

{a) the financlal statements and notes of the Company and of the consolidated group are in accordance
with the Corporations Act 2001, including:

{i} giving a rue and fair view of the Company's and consclidated group’s finansial positions as at 30
June 2011 and of their performance for the year ended on that date; and

{ii) complying with Accounting Standards {including the Auslralian Accounting Interprelations) and
Corporalions Reguiafions 2001;

(1) the financiat statements and noles also comply with Internaiional Financial Reporting Standards as
disclosed in note 2; and

{c) there are reasonable grounds to belleve that the Company will be able to pay its debts as and when
they become due and payable.

On behalf of the Board

Power, Timothy
Director

Sydney, 15 March 2012
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Independent auditor’s report to the members of 3P Learning Pty Limited |

Report on the financial report

We have audited the accompanying financial report of 3P Learning Pty Limited, which comprises the
consolidated statement of financial position as at 30 June 2011, the consolidated statement of
comprehensive income, the consolidated statement of changes In equity and the consolidated statement
of cash flows for the year then ended, notes comprising a summary of significant accounting policies and
other explanatory information, and the directors' declaration of the consolidated entity comprising the
company and the entities it controlied at the year's end or from time to time during the Hnancial year.

Directors' responsibility for the financial report

The directors of the company are responsible for the preparation of the financial report that gives a true
and fair view In accordance with Australian Accounting Standards and the Corporations Act 2001 and for
such internal controls as the directors determine are necessary to enable the preparation of the financial
report that is free from material misstatement, whether due to fraud or error. In Note 2¢h), the directors
also state, in accordance with Accounting Standard AASB 101 Presentation of Financial Statements, that
the financlal statements comply with infernational Financial Reporting Standards.

Auditor's responsibility

Our responstbility is to express ap opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. Those standards require that we comply with
relevant ethicaf requirements relating to audit engagements and plan and perferm the audit to obtain
reasonable assurance about whether the financial report is free from material misstatement.

An audit Involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial report, The procedures selected depend on the auditor's jJudgment, including the assessment
of the risks of material misstatement of the financial report, whether due to fraud or error. in making
those risk assessments, the auditor considers internal controls relevant to the entity's preparation and
fair presentation of the financial report in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
Internat controls, An audit also inctudes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial report.

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

Independence

In conducting our audit we have complied with the independence requirements of the Corporations Act
2001, We have given to the directors of the company a written Auditor's Independence Declaration, a
copy of which is included In the directors’ report,

Liabitity limited by a scheme approved
under Professional Standards Legislation
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Opinion
in our opintory

a. the financial report of 3P Learning Pty Limited is in accordance with the Corporations Act 2001,
including:

I giving a true and fair view of the consolidated entity's financial position as at 30 June 2011
and of its performance for the year ended on that date; and

i complying with Australian Accounting Standards and the Corporations Regufations 2001;
and

b, the financlal report also complies with International Financial Reporting Standards as disclosed In
Note 2(b).

£ f ‘"\ffows

Ernst & Young [

Douglas Bain
Partner
Sydney

i5 March 2012




