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Every school has options to improve resilience

Understanding the context Levers to drive resilience

Market and structural Reconfiguration of offer

trends

Diversification

Your school’s
positioning

Cost / performance

improvement
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Headwinds are driving declining demand

Independent school enrolment and penetration rates in England, by full year

600 Projected @ » 10
500
8 3
5 2
S 400 5
2 Headwinds Trends 6 3
§ MACRO-DEMAND SUPPLY SIDE @
é 300 Recession & inflation Decline in prep §-
3 End of baby boom (growth at 6™ form) Increase in SEN 4 I
S 200 Migration from cities Decline in boarding @
! Loss of charitable status/VAT Y7 key intake %’,
100 University adverse sentiment Growth in co-ed 2 >
Poorer affordability Consolidation
O I I I I I I I I O

2010 2012 2014 2016 2018 2020 2022 2024 2026 2028

= Penetration Enrolled students 4 Cairneagle \ 3



Further consolidation into groups is inevitable

UK Independent Schools by type (number of schools)

1,929

Prep
39%

All through
40%

Senior
21%

By age

2,330

For profit

35%

Not-for-profit

65%
221 T
BT .
By profit structure By groups > 3
(2021)

 Driver is complexity as

much as economies of scale

e Still fragmentation (only

10% groups) held back by
industry structure

* Increasing demutualisation

* For-profit groups struggle

to find city or-town-based
senior/ all through schools
to acquire

* Not-for-profit mergers first
port of call for seniors
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Smaller schools and preps will suffer most, providing
share gain opportunity for survivors

Independent school enrolment (‘16-22)

Independent school enrolment change (‘20-22)

583k 564k 564k

800+ 30.7% 34.3% 36.6%

400 to 800

<400

2016 2020 2022

D Total

- Largest 50% schools
- Smallest 50% schools

4.9%
All through 5.4%
4.3%
-2.8%

-3.4% Secondary

-2.3%

-5.0%
-4.7% Prep
-5.4%
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Schools can be complex entities with multi-
layered positioning in their local catchments

All through day/boarding school: Net Promoter Score (NPS) by
proposition

 Different parents’ value

erception
Nursery - 13 P P

 Different catchments
Prep / pre-prep -20 - e Different competitor sets
* Different growth and
Secondary IZ performance trajectory

Sixth form -20

Domestic boarding 54

It’s all about detailed
understanding of the
school’s local market and
relative competitive position,
proposition by proposition

Intl boarding 35
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Academic quality is the most important criteria for
parents when selecting a school

Parents’ school selection criteria (N>500)

2.56

Weighting:
Essential = 3
Nice to have = 2

2.46 243 243 5 41 541 Unimportant = 1
i : 2.37 2.35
2.27 2.26
High-quality First-rate Excellent Good value Extra- Career Convenient Active school  Link from Recommendations
academic  pastoralcare campusand formoney curricularand guidance and location community primary & from other parents
programmes and facilities co-curricular  preparation with parental prep to
safeguarding opportunities for tertiary / involvement secondary for
vocational a smooth
pathways
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Schools are tiered by quality and price with lower tiers
exposed to demand shocks

Year 6 girls’ enrolment 2021 over 2020

Av. enrolment

CAGR Tier 1: +1.0% Tier 2: -10.3% Tier 3:-15.7%
A A A

10% ~

5% A

0%

-5% -

-10% A

-15% A

-20% A

-25% A

-30% -
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Segmentation is driven by price and academic quality but
schools have scope to differentiate by character and ethos

Parents’ perceptions of school as traditional v. progressive

# Parents
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Example
schools and St Paul’s
how parents
rated them:

Wellington &
Merchant Taylors’ Girls

Norwich School for Girls
& St Dunstan’s

Surbiton
High

Westminster &
Highgate Norwich Steiner

St Paul’s Girls

Harrow

0

5 10 15 20 25 30

Very traditional

35 40 45 50 55 60 65 70 75 80 85 90 95 100

Very progressive

Primary segmentation by
academic quality and price (after
proposition/offer is defined e.g.
day/boarding/co-ed/year groups
served)

Some important niches:
performing arts, music etc.

Academic options include
selectivity, IB, dual curriculum

Traditional/international /
progressive distinctions are
increasingly blurred - progressive
is the new norm

Key to positioning is how school
can differentiate vs. its core
competitor set (6-12 schools)

Key differentiation by character
& ethos (Gordonstoun example)
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Lever 1: Reconfiguring a school’s offer can increase scale
and capture larger slice of demand

Reconfiguration strategies Case study: Francis Holland School

1) Add a nursery

2) Extend year groups inc. via M&A
(absorb a prep)

3) Increase form entry

Francis Holland in London added
7,000 sq. ft, (15 classrooms) and
increased enrolment from 280 to 570
in their Sloane Square senior school.

4) Go co-ed

5) Add day pupils to boarding

6) Convert boarding to flexi/weekly The junior school is planning to move
to two-form entry in the junior
7) Add boarding pupils to day school once new space is secured.

Use as check-list. If not doing it, explain why not? (NB not all relevant to all
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Senior schools absorbing prep schools is a proven
successful strategy

Impact on feed of selected prep acquisitions

Defensive and offensive

strategy
25% _
24 pupils e Benefits of scale and
P expertise
C
w . .
E o * Proven increases in feed
(7] 0
—_ 1 . 9%
g DPupll ey pupils e Careful management
% required (parents, teachers
S 09 pupils Pre-merger % etC.)
) 8 pupils not known
2 . .
e Reputation of the senior
2% school is critical
3 pupils
0% 5% 10% 15% 20% 25% 30%

Pre-merger % feed
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Lever 2: Diversification can play an important role in securing
a school’s future

: Time - _ Likelihood

Low/Med

Buy/build a new school High High

High

(outsourced)

Develop online school or
P Med High
courses
el curmiedlom esorees o e ---

Other (vocational,
language schools,
summer schools etc.)

Go international Low High
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There is still an opportunity to partner in opening an

international school

British branded schools opening abroad (by country)
- China - Malta Portugal

[ Singapore || Kazakhstan ordan Announced

[ Thailand Bl ndonesia BB Other Asia Pacific or planned
D UAE Japan Switzerland 30
[ Malaysia || Vietnam Cambodia c.80%
B Myanmar B Egypt India Chinese
- South Korea - Morocco - Bulgaria schools
- Qatar D Colombia D Panama are
[ india I Montenegro bilingual
14 =
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Pre-'05

 Window for

international is still
open —though
competitive for weaker
brands

China has peaked but
other countries
represent opportunities

Franchise is the low-risk
route taken by virtually
all British brands

Partner choice key

Materiality per school
modest but can grow
number of schools over

time
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Lever 3: Efficiency and optimisation gains can be had
across the whole school value chain

Enrolment growth
v

Revenue - Vg - Staff costs - FHE[DERSY
costs costs
{ ' | | |
Adjust Pricing Adjust s.tudent Improve efficiency Im.proye
mix utilisation

Profitability driver tree

v

W Other costs — EBITDA

|
Optimise

overhead and

central costs

|
Optimise
accommodation
offering

Scale-driven

Proactive
|

Efficiency gains
through filling

Proactive
| !
Other staff Teachers
|
| |
Optimise other Improve cost per
staff costs teacher

Improve teacher
utilislation

Hire less experienced
teachers

Increase teacher
contact hours
Reduce excess

teaching capacity

Reduce time spent
studying by students

Reduce # of classes at
same demand level

Increase capacity
once full

Relocate

|
Scale-driven

Efficiency gains
through filling
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Supervised Online Learning On-Premise (SOLO) may be a
lever to improving teacher productivity and cost

Example timetable

Class 1

Class 2

Class 3

Class 4

Class 5

Class 6

Lesson 1

Lesson 2

Teacher

SOLO

Teacher

Teacher

SOLO

Teacher

Teacher

Teacher

Using SOLO for 50% of student time reduces the staff
required from 7 (6 plus back-up) to 4/5

Lesson3 Lesson4 Lesson5 Lesson6

SOLO

Teacher

Teacher

Teacher

Teacher

Teacher

SOLO

Teacher

Teacher

Teacher

SOLO

Teacher

Teacher

Teacher

SOLO

Complex implementation
—Degree of SOLO
—Supervision number/quality
—Hardware and software
— Curriculum integration
—Physical space

One known implementation of
SOLO is from Peruvian private
group, Innova with 60 schools
operating 70% in class /30% on-
line, but not yet seeking

productivity gains ACaimeagle |



The cost and performance management challenge

Charity-owned schools could be run much more efficiently and

profitably ... without compromising educational outcomes or the
school’s brand

Major change management capability is required — aligning
parents, staff, senior leadership and governing bodies on a vision
and a plan —and is the only way to guarantee success

Alongside reconfiguration and diversification, do charity-owned
schools — heads, governors, SLTs - have the will and energy to
zero-base their costs and examine rigorously all aspects of their
operations to drive performance improvement?
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