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Strategic report

The directors present their strategic report on the company for the year ended 31 August 2017.

Principal activities
The principal activity of the company during the year was the provision of high school programmes as part
of Cambridge Education Group'(“CEG”).

" CEG, established in 1952, is a UK-based glebal group that specialises in provision of high quzt].tty academic
and English language programmes to international students out of its 30 schools and centres across the UK,
USA and continental Europe. ‘

The international education sector remains an attractive: and growing market with demographic trends
driving an increased demand for Western education from the emerging markets. A growing middle class
- in the emerging markets with rising disposable incomes and lack of university places are the drivers for
future market growth

The underlying prmc1ples across the gtoup are:
. ® wortld-class provision of classroom based teaching in the English I'mguage

® helping our students to achieve entry to the best universities accordmg to thel.r aspirations and
abilities; S

® continuous investment into state- of the-art facilities which is evxdent at sites in London
Canterbury, Cambrldge and Boston; and, .

e exceptional pastoral care ensures that our student s.educational experlcnce is also safe, healthy
and enjoyable.

Business review

The results for the year and financial posltlon of the company are as shown in the ﬁnancml statements. In
the opinion of the directors the state of the company’s affairs at 31 August 2017 was satlschtory and they
hope to continue to see operatmg proﬁtabthty in future periods.

2016 saw a number of unforeseen external events which impacted CEG for the September 2016 intake. The
referendum vote for Brexit, given its timing right in the middle of the recruitment cycle, did impact our
September intake. These challenges have affected performance in 2016/17 with company revenues
feducing by 8.6%.

Gross profit es a percehtage of revenue has fallen to 52.9% (2016 - 56‘.7%).'
Operating profit as a percentage of revenue has reduced to 3.0% (2016 - 13.5%).
Future developments

We contintie in 2017/18 to look for ways to develop our offermg, especially in the area of quality student
accommodation and to improve the quality of the student experience.

The accompanying accounting policies and notes form part of these financial statements.
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Financial key performance indicators .
The Board and management use the following Key Performance IndJcators (KPIs) to monitor the success
- of the business: .
® revenue growth
e operating profit before e\cepuonal costs, depreciation and amortisation as a percentage of
revenue
-®  revenue per employee
® recurring operating profit per employee

During the year:
* revenue declined and was 8.6% below 2016;
e operating margins before depreciation decreased to 9. 3% from 19. 7%;
_ ®  revenue per employee decreased by 8.0% from £89,000 to £81,900;
‘e operating profit before dépreciation per employee decreased 56.3% from £17,600 to £7,700.

Prmcnpal risks and uncertainties -
In common with other businesses of a similar nature, the group is exposed to a vanety of risks and
uncertainties. The directors believe the principal risks are:

e impact of changes in immigration policies and visa apphcatlon processes;

e global reduction in international movement of students;

¢ adverse movements in interest and exchange rates; and,

. 51gmficant dlsruptlon in the trading abxhty of the group due to one- -off global disasters.

Policies are in place to monitor and manage each of these risks.

Financial risk management objectives and policies

The company’s financial risk management pohcxes and objectives are integrated into those of the wider
group. The group uses various financial instruments including syndicated bank loans, loan notes, intra
group loans, trade debtors and trade creditors that arise directly from its operations. The main purpose of
these finaricial instruments is working capital for the group’s operations, and finance for capital investment.

The main risks arising from the groups financial instruments are interest.rate risk, ]iquidity risk, foreign
exchange risk, price risk and credit risk. The directors review and agree policies for managlng each of these
risks and, as they relate to the company, they are sumrnansed below.

Interest rate risk

The parent group finances its operations through a mixture of equity, syndicated bank borrowmgs loan
_notes and intra group loans. * The parent group exposure to interest rate ﬂuctuattons on its borrowlng is
managed by the use of i interest-rate swap arrangements.

Liquidity risk

The group seeks to manage financial risk by preparing detailed cash flow forecasts and ensuring sufficient
liquidity is available to meet foreseeable needs. Short-term flexibility is achieved by a group backed bank
lending facility. : - : :

Foreign exchange risk

- The company operates in the United Kingdom and prices its services in pounds sterling and so is exposed to
foreign currency risk because international students may expetience currency exposures which could affect
competitive advantage. '

- The accompanying accounting ‘policies‘and notes form part of these financial statements.
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-Price Risk
The group seeks to manage price risk by setting price lists for all products and agreemg pohc1es and approval
procedures for discounts and other price incentives such as bursaries.

Credit risk
The group’s principal financial assets are cash and trade debtors

In order to manage credit risk thedire(:tors ptioritise the credit control function and clear guidelines are in
place for dealing with slow payers. ' »

This report was 5pproved by the board and signed on its behalf by:

Direcf:or .
20 April 2018
Y

The accompanying accounting policies and notes form part of these financial statements.
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Directors’ report

The directors present their report and the audited financial statements of the company for the year ended -
31 August 2017

Results and dividends o :
* The profit for the financial year amounted to £1,187,000 (2016 £3, 847 000) No dividends were paid
during the year (2016 Lodl). ‘

Directors
The directors who served the company duting the year and up to the date of signing of the financial
statements were as follows: : 4

M Ioakimides

H Shah iy Resigned 29 January 2018
B Webb ~ Appointed 17 January 2017
S White _ : . , '

P Symes . Appointed 9 April 2018 .

Disabled employees -
The company gives full consideration to applications for employment from disabled persons where the
requirements of the job can be adequately fulfilled by a disabled person. Where existing employees become
 disabled, it is the company’s policy whenever practicable to provide continuing employment under normal
terms and conditions and to provide trairiing and career dévelopment and promotion to disabled employees
wherever appropriate.

" Employee mvolvement
The’ company keeps employees informed of matters affecting them as employees and the financial and
economic factors affecting the performance of the group

Statement of directors’ respon5|b|||t|es
The directots are responsible for preparing the Directors’ report and the financial statements in accordance
with applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law

the directors have prepared the financial statements in accordance with United Kingdom Generally -

" Accepted ‘Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland”, and applicable law). Under
company law the ditectors must not approve the financial statements unless they are satisfied that they give -
a true and fair view of the state of affairs of the company and of the profit or loss of the company for that
period: In preparing the financial statements, the directors are required to: .

e select suitable accounting pohcxei and then apply them consistently; ‘ '
®  state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been
followed, subject to any material departures disclosed and explained in the financial statements;
" e make judgements and accounting estimates that are reasonable and prudent; and -
® prepare-the financial statements on the going concern bas1s unless it is inappropriate to presume
that the company will continue in business. -

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time.the financial position
of the company and enable them to ensure that the financial statements comply with the Companies Act
2006. The directors are also responsible for safeguarding the assets of the company and hence for takmg
reasonable steps for the prevention and detection of fraud and other uregulandes

The accompanying accounting policies and notes form part of these financial statentents.’
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The directors are responsible for the maintenance and integrity of the company’s website. Legislrl'tion in the
United Kingdom governing the preparation and dissemination of financial statements may differ from
legislation in other jurisdictions.

: Dlsclosure of information to auditors
Each of the persons \Vho are directors at the time when thls Directors™ report is approved has confirmed
that:
®  so far as that director is aware there is no relevant audit information of which the company’s
" auditors.are unaware; and _
¢ the directors have taken all steps that they ought to have taken as a director in order to'be aware of
any relevant audit information and to establish that the company's auditors are aware of that
information.

Independent auditors ' A

PricewaterhouseCoopers LLP, having expressed their willingness to continue in office, will be deémed
reappointed for the next financial year in accordance with section 487 (2) of the Companies Act 2006
unless the company receives notice under section 488(1) of the Companies Act 2006.

On behalf of the board

Director -
20 April 2018 .

The accompanying accounting policies and notes form part of th_esé financial staterﬁents.
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Independent auditors’ report to the members of
Cambridge Arts & Sciences Limited

Report on the_audit of the financial statements

‘Opinion - ' A
In our opinion, Cambridge Arts & Sciences Limited’s financial statements:
e give a true and fair view of the state of the company’s affairs as at 31 August 2017 and of its

profit and cash flows for the year then ended;

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

-and
* have been prepared in accordance with the requirements of the Compames Act 2006.

" We have audited the financial statements, included within the Annual Report and Fmanc1al Statements
(the ‘Annual Report”), which compzise: the statement of financial position as at 31 August 2017; the -
income statement, the statement of comprehensive income, the statement of cash flows, the statement of
changes in equity for the year then ended; and the notes to the financial statements, wh1ch include a
descrlptlon of the significant accounting policies.

~ Basis for opinion

We conducted our audit in accordance with International Standards on Audmng (UK) (“ISAs (UK)”) and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities
for the audit of the financial statements section of our report. We believe that the audit evidence we have

obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical reqmrernents that are relevant to
our audit of the financial statements in the UK, which includes the FRC’s Ethical Standard and we have
fulfilled our other ethical respoasibilities in accordance with these requirements.

Conclusmns relatmg to going concern
We have nothing to report in respect of the following matters in relatlon to which ISAs (UK) requl.te us
to teport to you when: ,
" e the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not approptiate; or :
e the directors’ have not disclosed in the financial statemerits any identified material uncertainties
" that may cast significant doubt about the company’s ability to continue to adopt the going
. concern basis of accounting for a period of at least twelve months from the date when the
finanicial statements ate authorised for issue. :
However, because not all future events or conditions can be predicted, this statement is not a guarantee as
to the company’s ablllty to continue as a going concern. ‘

Reporting on other information

The other mformamon comprises all of the information in the Annual Report other than the finanicial -
statements and our auditors’ report thereon. The directors are responsible for the other information. Our

~ opinion on the financtal statements does not cover the other information and, accordingly, we do not

. express an audit opinion ot, except to the extent otherwise explicitly stated in this report, any form of
assurance thereon.

The accompanying accohnting policies and notes form part of these financial statements.
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Iﬁdependeﬁt auditors’ repott to the members of
- Canibridge Arts & Sciences Limi_ted (continued)

~ In connection with our audit of the financial statements, our responsxblhty is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements ot our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If we identify an apparent material inconsistency or material misstatement, we are required to
perform procedures to conclude whether there is 2 material misstatement of the financial statements or a
material misstatement of the other information. If, based on the work we have performed, we conclude
_ that there is a material misstatément of this other information, we are required to report that fact. We
have nothing to report based on these responmbﬂmes :

With respect to the Strategic Report-and Directors’ Report, we also considered whether the disclosures
requxred by the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken i in the course of the auth ISAs
(UK) requlre us also to report certain opinions and matters as described below. '

.Strateglc Report and Directors’ Report

In out opinion, based on the work undertaken in the course of the aud1t the information g1ven in the
Strategic Report and Directors’ Report for the year ended 31 August 2017 is consistent with the Fmancml
statements and has been prepared in accordance with applicable legal requirements

_In light of the knowledge and understanding of the company and its environment obtamed in the course .
of the audit, we did not identify any material mlsstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

- . As explained more fully in the Statement of Directors’ Respon51bﬂ1t1es set.out on page 6, the directors are

responsible for the preparation of the financial statements in accordance with the applicable framework
and for being satisfied that they give a true and fair view. The directors are also responsible for such
internal control as they determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the dJrectors are respon51ble for assessmg the company’s ability to
continue as a going concern, disclosing as applicable, matters related to going concern and using the gomg
concern basis of accounting unless the directors either intend to liquidate the company or to cease .
operations, or have no realistic alternanve but to do so.

" Auditors’ responsibilities for the audlt of the {' nancial statements

Our objectives are to obtain reasonable assurance about whether the firiancial staternents as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assutance, but is not a guarantee that an audit
conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists. '
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of

these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the '
FRC’s website at: www.frc. org. uk/auditorstesponsibilities. This description forms part of our auditors’
repott.

-‘The accompanying a‘ccounting policies and notes form part of these financial statemer-its.'
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Independent auditors’ report to the members of
Cambridge Arts & Sciences Limited (continued)

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body
in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do
not, in giving these opimons accept or assume tresponsibility for any other purpose or to any other person
to whom this report is shown or into whose hands it may come save where expressly agreed by our prior
consent in writing. -

- Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
® we have not received all the information and explanations we require for our audit; or

" e adequate accounting records have not been kept by the company, or returns adequate for our
audit have not been received from branches not visited by us; or

e certain disclosures of directors’ remuneration specified by law are not made; or

e the financial statements are not in agreement with the accounting records and returns.
We have no exceptions to report arising from this responsibility.

Andy Gri enior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors - ‘ .

Cambridge : . - ' 4
2o Apul 2018 : ,

The acéompanying accouniing policies and notes form part of these firi'ancial statements.
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Income statement
For the year ended 31 August 2017

Note .

Revenue . h - 6
-Cost of sales

Gross profit

Administrative expenses ‘

Operating profit : : ' "7
Interest income » : . 9
Profit on ordinary activities before taxation -

Tax on profit on ordinary activities 10
~ Profit for the financial year

All of the activities of the comPany are classed as continuing,

Statement of comprehensive income™

" For the year ended 31 August 2017

Profit for the financial year
Total comprehensive income for the year

11

2017 2016
£000 £000
24,157 26,440
(11,383) (11,441)
12,774 14,999
(12,045) O (11,417)
729 3,582
894 893
1,623 4,475
(436) (628)
1,187 3,847
2017 2016
£°000 £000
1,187 - 3,847
1,187 3,847

The accompanying accbunfing policies 5nd notes form part of these financial statements.
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- Statement of financial posmon
As at 31 August 2017

2017 . . - 2016

Note  £000 L2000
Fixed assets _ _ A . . ~
- Tangible assets ‘ o : o1 2,340 3,411
' Current assets : S .
Debtors - - : 12 33,101 . 32,714
Cash at bank and in hand - . SR B o -
' ‘ - ' - 33,102 L 32,714
Creditors: amounts falling due within one year 13 . (23,386) - (25,256)
" Net current assets ‘ , - 9716 ¢ - 7458
Total assets less current liabilities A o ‘ 12,056 ' 10,869
Net assets s ‘ B ’ 12,656 | 10,869
Capital and reserves _ , 4
Called-up share capital ' : 15 ' . . "
Retained earnings ) o : : 12,056 10,869
Total equity , 12,056 10,869

[

These financial statements on pégeé 11 to 25 were approved by the directors and authorised for issue on
20 April 2018 and are signed on their behalf by:

P Symes :

Director
Company Registration Number: 03454690

‘The accompanying accounting policies and notes form part of these financial sfatgments.
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Statement of changes in equity |

For the year ended 31 August 2017

. At 1September 2015
Profit for the financial yéar ‘
Total comprehensive income for the financial year
At 31 August 2016 ‘
Profit for the financial year

Total comprehensive income for the financial year

. At 31 August 2017

g

The accompanying accounting policies and notes form part of these financial statements.

13

Ca"esfl:[g Retained Total
capital earnings ‘equity
£000 £000 £000
- 7,022 7,022
- 3847 3847

- 3,847 3,847

i 10,869 110,869

; 1,187 - 1,187

- 1,187 1,187

; 12,056 12,056
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Statement of cash flows
For the year ended 31 August 2017

Net cash from operating activities
Tax paid '

Net cash (used in) / generated from operating activities

Cash flow from investing activities

'Purchase of tangible assets

Cash flow from financing activities
Interest received

- Decrease in cash and cash equivalents

Cash and cash equivalents at 1 September _

Cash and cash equivalents at 31 August ’

Cash and cash equivalents consist of:
Cash at bank and in hand '

Overdrafts

The accom"panying accounting pdlicies and notes form part of these financial statements.

¢

Note

16 .

16

2016

2017
" £000 . £000
(53) 33
(2,135) 31) -
(2,188) 2
- (457) (1,614)
894 893 -
(1,751). (719)
1(362) 357
(2,113) (362) -
(2,114) (362) .
(2,113) (362)
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Notes to the financial statements

General information

Cambridge Arts & Sciences L1m1ted (“the company”) is a private limited company limited by shares and

" incorporated in England, United Kingdom under the Companies Act. - The address of the registered office,

which is also the principal place of business, is given on page 1.  The principal activity of the company is the
provision of pre-university study programmes to enable international students to meet the entry
reqw.tcments for a UK university degree course.

Statement of compliance

These financial statements have been-'prepared in compliance with United Kingdom Accounting Standards

“including “The Financial Reporting Standard applicable in the Umted Kingdom and Republic of Ireland”

(“FRS 102”) and the Companies Act 2006.
Summary of significant aceounting policies

The principal accounting pohc1es are summarised below. They have all been applied consistently
throughout the year and prior year in these. financial statements.. :

Basis of preparation
These financial statements have been prepared on a gomg concern basis under the hlstonc cost convention,

as modified by the recognition of certain assets and liabilities measured-at fair value.

The functional currency of the company is considered-to be pounds sterling because that is the currency of

the primary economic environment in which the company operates.

Values are presented in thousands of pounds sterling except ‘where the nature of the disclosure or the value

disclosed is such that dJsclosuxe in pounds sterhng is more appropriate.

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

Estimates and judgements are continually evaluated and are based on historical experiences and other
factors, including e\{pectauons of future events that are believed to be reasonable under the cucumstances

’ Gomg concern
" The group of which the company is a part meets its day-to-day working capital requirements through its

bank facilities. The Directors have prepared both detailed budgets and long term forecasts for the group,
taking account of reasonably possible changes in trading performance. “After making enquiries, the
Directors have a reasonablé expectation that both the group and company have adequate resources to
continue in operational existence for the foreseeable future, within the level of existing facilities and to meet
long term liabilities as they fall due. The parent group-intends to refinance a bank loan advanced to an
intermediate parent company by HSBC Bank plc which falls due on 18 December 2018. The directors
believe that the loan can be refinanced with the existing or an alternative lender. The company therefore
continues to adopt the going concern basis in preparing its financial statements. o
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Foreign currencies )

Foreign currency transactions are translated into the fu.nctlonal currency using the exchange rates at the
dates of the transaction. Non-monetary items measured at historical cost are translated using the e\{change
rate at the date of the transaction and non-monetary items measured at fair value are measured using the
e‘cchange rate when fair value was determined: :

Foreign exchange gains and losses resultmg from the settlement of transactions are recogmsed in the income

Statement. -

Monetary assets and liabilities in foreign currencies are translated into the functional currency of pounds
sterling at the rates of exchange ruling at the balance sheet daté. Gains and losses that relate to borrowings
and cash and cash equlvalents are presented in the income statement within net interest income. All other
forelgn exchange gains and losses are presented in the income statement within administrative expenses.

Revenue
Revenue is stated riet of VAT (if applicable) and is recogmsed when the 51gmﬁcant risks and rewards are
considered to have transferred to the buyer.

Revenue shown in the income statement represents amounts receivable in respect of the provision of -
educational and tuition setvices and is recognised as the performance of those services occurs.

Whete a contract has only been partially completed at the balance sheet date, revenue represents the fair
value of the services provided to date, based on the stage of compleuon of the contract activity at the

balance sheet date. Where payments are received from customers in advance of services provided, those
amounts are recorded as deferred income or, if potermally refundable w1th1n the terms of the contract, as

other creditors, both as part of creditors due wtthm one year.
Interest
Interest income is recogmsed in the perlod in which it is earned using the effective interest rate method.

Operating leases .

Operating leases are arr'mgements where substantlally all of the benefits and risks of ownership remain with
the lessor and rentals under such arrangements are charged against profits on a stralght line ba51s over the
period of the lease. :

‘Incentives received to enter into an operating lease are credited to the i mcome statement to Leduce the lease
expense, 0n a straight- lme basis over the whole life of the lease.

Employee benefits :
The company provides a range of beneﬁts to employees mcludmg annual bonus arrangements, paid holiday
artangements and defined contribution pension plans. :

Short term benefits, including holiday pay and other sumlar non—monetary benefits, are recogmsed as an
expense in the period 1 in which the service is received.

The company operates a number of country-specific defined contribution plans for its employees A defined
contribution plan is a pension plan under which the group pays fixed contributions into an arrangement -

separate from the group. Once the contributions have been paid, the group has no further payment

obligations. The contributions are recognised as an expense when they are due. Differences between

contributions payable and actually paid are shown as either accruals or prepayments in the balance sheet.

The assets of the plan are held separately from the group in independently administered funds.

The company operates a number of annual bonus plans for employees. An expense is recogmsed in the

income statement when the group has a legal or constructive obligation to make payments under the plans

as a result of past events and a rehable estimate of the obligation can be made.
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Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the year Of prior years.
Tax is calculated on the basis of tax rates and laws that have been enacted or substantively enacted by the -
period end. ’

Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation’is subject to interpretation. It establishes prov151ons where appropnate on the
basis of amounts to be paid to the tax authorities.

Deferred tax
Deferred tax is recognised in respect of all timing differences that have ongmated but not reversed at the

_ balance sheet date where transactions ot events have occurred at that date that will result in an obligation to

pay more, or a right to pay less or to receive more tax, with the following exceptions:
e Deferred tax assets ate recognised only to the extent that the directors consider that it is more likely
- than not that there will be suitable taxable proﬁts from which the future reversal of the underlying
timing differences can be deducted. -
® Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the
periods in which timing differences reverse, based on tax rates and laws enacted or substantlvely
enacted at the balance sheet date

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

)
Land and bulldmgs include leasehold schools, colleges student accommodation and offices. The leasehold
buildings are stated at cost less accumulated depreciation and accumulated i impairment losses :

Subsequent costs, including major inspections, are included in the assets carrying amount or recognised as a
separate asset, as appropriate, only when it is probably that economic benefits associated with the item will
flow to the company and the cost can be measured rehably Repairs, maintenance and minor inspection

" costs ate expensed as incurred.

7.

Tangible assets are derecognised on disposal or when no future economic benefits are expected. On

- disposal, the difference between the net disposal proceeds and the carrying amount 1s recogmsed in the

profit and loss and mcluded in ‘Other operating (losses) / gams

Depreciation and residual values
Depreciation is calculated so as to write off the cost of an asset, less its estimated re51dual value over the
useful economic life of that asset as follows:

Leasehold Property ' 25% straight line

Plant and Equipment 15% - 25% straight line
Computers. - . o 25% straight line

" The assets’ residual values and useful lives are reviewed, and adjusted, if appropriate, at the end of each

reporting petiod. The effect of any change is accounted for prospectively:

impairment of non-financial assets

The company assesses at each reporting date whether an asset may be impaired. If any such indication
exists the company estimates recoverable amount of assets. If it is not possible to estimate the recoverable
amount of the individual asset, the company estimates the recoverable amount of the cash generating unit to
which the asset belongs. The recoverable amount of an asset or cash generating unit is the higher of its fair
value less costs to sell and its value in use. If the recoverable amount is less than its carrying amount, the
carrymg amount of the asset 1s 1mpaJred and it is reduced to its recoverable amount through an impairment
in the income statement unless the asset is carried at revalued amount where impairment loss of a revalued
asset is a revaluation decrease. :
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- An impairment loss recognised for all assets, including goodwill, is reversed in a subsequent period if and

only if the reasons for impairment loss have ceased to apply.

Cash and cash equlvalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks and other short-term
highly liquid investments with original maturities of three months or less. Bank overdrafts, when
applicable, are shown within borrowings in current liabilities.

Short-term debtors and creditors ,

Debtors and creditors with no stated interest rate and receivable or payable within one year are recorded at
transaction price. - Any losses arising from impairment are recognised in the i income statement in
administrative expenses.

Financial instruments :
The company has chosen to adopt Section 11 and 12 of FRS 102 in full in respect of financial instruments.

‘Basic financial assets, mcludmg trade and other debtors, amounts owed by group undertakmgs accrued
income and cash and bank balances, are initially recognised at transaction price, unless the arrangement
constitutes a financing transaction. Financing transactions are measured at the present value of the future
receipts discounted at the market rate of interest and are subsequently carried at amortised cost using the
effective interest method. :

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

Basic financial liabilities including trade and other creditor; amounts owed to group undertakings and
accruals, are initially recognised at transaction price, unless the arrangement constitutes a financing
transaction. For such transactions the debt instrument is measured at present value of the future receipts
-discounted at a market rate of interest and subsequently carried at amortised cost, using the effective interest
rate method.

Fees paid on establishment of loan facilities are recognised as transaction costs of the loan to the extent that
it is probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the
draw-down occurs. To the extent there is no evidence that it is ptobable that some or all of the facility will
be drawn down, the fee is capitalised as a pre-payment for hqmdlty services and amortlsed over the period of

the facility to which it relates.

Trade creditors are obligations to pay for goods and services that have been acquired in the ordinary course
of business from suppliers. Accounts payable are classified as current liabilities if payment is due within
one year of less. If not, they are presented as non-current liabilities then trade creditors are recognised
“initially at transaction price’ and subsequently measured at amortised cost using the effective interest method. -

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

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

Dividends and other distributions to the company’s shareholders are recogmsed as a liability in the period 1 in
which the dividends and othier distributions ate approved by the shareholders These amounts are
recognised in the statement of changes in equity. '

Financial liabilities and equity instru.rnents are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the entity after deducting all of its financial liabilities.
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Where the contractual obligations of financial instruments (including share capital) ate equivalent to a

similar debt instrument, those financial instruments are classed as financial liabilities. Financial liabilities

are presented as such in the balance sheet. Finance costs and gains or losses relating to financial liabilities

are included in the profit and loss account. Finance costs are calculated so as to produce a constant rate of
return on the outstanding liability.

Where the contractual terms of share capital do not have any terms meeting the definition of a ﬁnanmal
liability then this is classed as an equity instrument. D1v1dends and distributions relating to equity
instruments are debited direct to equity. ‘ :

Critical accounting estimates ahd judgements

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

lmpalrment of debtors
The company makes an estimate of the recoverable value of trade and other debtors When assessing
impairment of trade and other debtors, management considers factors including the ageing profile of
debtors and historical experience. The net carrying amount of the debtors and the associated impairment
provision is given in note 12.

. N
‘ Deferred income :
Where payments are received of receivable from customers in advance of services prov1ded those amounts-
are recorded as deferred income if a binding and enforceable contract exists with the customer at the period
end and there is reasonable expectation that those services will be provided and the amounts are not
otherwise refundable, were the customer to exercise a right to withdraw. '

Taxation

The company establishes provisions based on reasonable estimates and where relevant for possxble
consequences of audits by the tax authorities of the respectlve countries in which it operates. The amount.
of such provisions is based on various factors, such as experience with previous tax audits and dlffenng
interpretations of tax rcgulat:lons by the taxable entity and the responsible tax authorlty

Management estimation is required to determine the amount of deferred tax assets that is recegni‘sed based
upon likely timing and level of future taxable profits together with an assessment of the tax rates that will be
applicable in future and the effect of future tax planning strategies.. : '

Disclosure exemptions

FRS 102 allows a qualifying entity certain disclosure exemptions, subject to certain conditions, which have
been complied with, including notification of, and no objection to, the use of exemptions by the
company’s shareholders. The company has taken advantage of the following exemptions:

& From the financial instrument disclosures required under FRS 102 paragraphs 11.39 to 11.48A
and paragraphs 12.26 to 12.29, as the information is provided in the consohdated financial
statements of the'group in which the company 1s consolidated;

e From the key management personnel compensation disclosures required under FRS102
paragraph 33.7, as the information is provided in the consolidated financial statement of the
group in which the company is consolidated. -
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6 Revenue

20

Revenue and profit.on ordmary activities before taxation ae attributable to the principal activity of the

company and all revenues arise within the United Kingdom.

7 ' Operating profit

Operating profit is stated after chz{rging:

N

Depreciation of tangible assets '
- Impairment of trade debtors

Auditors’ fees

Operating lease costs

Directors’ remuneration is borne by other group companies.

8 Particulars of employees
"The average number of persons employed was:

" The aggregate payroll costs of empioyecs were: -

Wages and salaries
Social security costs

Other pension costs’

9 . Interest income

Interest receivable and similar income:-

On intra group loans

894

2017 2016
£2000 £000
1,528 1,638
259 143
‘ 16 16
4,076 - 4,527
2017 2016
295 - 297
- 2017 2016
£2000 £000
6,495 5,803
572 499
44 4
7,111 6,343
2017 - 2016
- £2000 £000
893
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Taxation on profit on ordinary activities

(a) Tax expense included in the income statement

21

2016

628

2017
£°000 £000 -

Cutrent tax: -
UK Corporation tax based on the profits for the year at 4 o
19.58% (2016 — 20%) A 510 1,110
Adjustment in respect of prior periods . ‘ (73) (415)

. Total current tax - S . o 437 695
Deferred tax: ‘ ,

_ Origination and reversal of timing differences’ o 67y -
Tax on profit on ordinary activities . . 436

(b) Factors affecting tax charge

The tax assessed on the profit on ordinary activities before taxation for the year is higher (2016-lower)
than the standatd rate of corporation tax in the UK of.19.58% (2016 —20%). -

2017 2016
. £°000 £000
Profit on ordinary activities before taxation .v B 1,623 4,475
Profit on ordinaty activities before taxation multiplied by _ :
rate of tax. : : .. S 38 895
Expenses not deductible for tax purposes : 4 6
Depreciation for the year in excess of capital allowance o "84 130
Adjustment in respect of prior periods - o ‘ 4 A 24 (397) .
Other ' . 6 (6)
Tax on profit on ordinary activities “ : ‘ 436 628

(c) Tax rate changes -

Deferred tax balances at 31 August 2017 and 31 August 2016 are measured at the revised rate of 17% and
18% respectively. During the year the UK corporation tax rate reduced to 19%, with further decreases to

18% and latterly 17% being substantially enacted, with effect from 1 April 2020.
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11 Tangible fixed aésets

Leasehold Plant and ‘
property Equipment . Computers Total
£°000 £000 £000 - 4000
" Cost ] : _ - :

At 1 September 2016 2,423 4300 2,165 8,888

Additions ' 385 72 ' - - 457

- At31 August 2017 2,808 4372 s 2165 - 9345

Accumulated depreciation: : .

At Se;ﬁtember 2016 851 3,078 1,548 o 5,477 ‘

Charge for the year . 660 607 . 261 1,528

At 31 August 2017 . - 1,511 3,685 1,809 - 7,005

Net book value . '

At 31 August 2017 , . 1,297 T 687 356 2,340

At 31 August 2016 1572 1,222 | 617 3411
12.  Debtors

‘ 12017 2016

£°000 : £7000

Trade debtors , ‘ : 283 - 2,255

Amounts owed by group undertakings , : 31,349 29:351
Other debtors - . S : : 5 : 7.

Deferred taxation ' - 221 ' . 220

Prepayments and ac'crued incothe _ ' - 1,243 . 881

' ' 33,00 - 32714

Trade debtots are stated after provisions for impairment of £259,000 (2016 -£143,000). Amounts owed by
group undertakings are unsecured, interest free, have no ﬁM:d date of repayment and ate repayable on
demand. :

Included in debtors is a deferred tax asset which is the tax effect of timing differences in respect of:

2017 ' 2016

/ £000 £000

§ Exceés, of depreciation over taxation a}lowaqces , _ i 212 ' 210
Other short term timing differences o . 9 iO
221 220

During the year £1,000 was credited to the income statement (2016 - £67,000 credit) and it is antlclpated
that a credit of appro‘dmately £66,000 wﬂl be made in the next ﬁnancxal year.
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Creditorsﬁ amounts falling due within one year

Bank overdraft

Trade creditors .
Amounts owed to-group undertakings
Other taxation and social security
Corporation tax

Other creditors

Accruals and deferred income

23 .

2017 2016
£000 L7000
2,114 362
925 786
3,920 3,179
7 18

- 1,698
3,483 10,602
12,937 8,611
23,386 25,256

Amounts owed to group undertakmgs are unsecured, interest free, h'xve no fixed date of repayment and are

~ repayable on demand.

Other creditors include commissions due, deposits and other amounts refundable to students. -

Post employment benefits

The company operates a defined contribution pension arrangement for the benefit of its employees.
amount recognised as an expense for this arrangement 15£44,000. ‘

‘Called-up share céﬁital and reserves

“Allotted, called up and fully paid:

Ordina;'y shares of £1 each . 5

The

The retained eammgs reserve repreaents the cumulative profits and losses, net of dividends paid and other

‘ ad)ustments
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Notes to the cash.flow statement

. Reconciliation of oberating profit to net cash (outflow) / inflow from operating activities

- 2017 2016
£000 £7000
Profit for the financial year S ’ 1,187 ‘ _ 3,847
Adjustments: - ' A ' ‘ ‘ o
Tax on profit on ordmary activities ' S : C 436 o 628
Intetest income ‘ : - (894) (893) -
Operating profit ‘ ‘ ' . 729 3,582
Depreciation of tangible assets : ' 1,528 - 1,638
_ Movements in working capital: . : ,
- (Increase) in debtors : , © (386) (5,750) -
- Increase in creditors , - : (1,924) : 563
Net‘cash (outflow) / inflow from operating activities ' (53) 33
Reconciliation of net cash flow to movement in net funds . i
S B 2007 . 2016
£000 £000
~ Decrease in net funds ' ' : . : o (1,751) NG
Net funds at 31 August 2016 ' ‘ (362) 357
Net funds at 31 August 2017 - ‘ IR L (2,113) (362)
Analysis of changes in net funds : :
' At1Sept Cash’ Noncash ~ °~ At31Aug
2016 - flows movements C2017
£000 £°000 | £000 £000
Cashin hand and at bank - . o ' 1 . - 1
Overdraft - ‘ ' (362) (1,752). T (2,114)
Net funds 4 ’ ) (362)' ‘ (1,751) . S (2’113)-

' Related party transactions

* As a wholly-owned subsidiary of Camelot Topco Limited, the company is exempt from the requitement to
" disclose transactions with other members of the group. :

Contingent liabilities

The company 1s a co-guarantor of the syndicated bank loans of an intermediate parent undertakmg Camelot
Bldco Limited. As at 31st August 2017 these amounted to £9O 7m (2016-£90.8m).
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Capital and other commitments

At31 August. 2017 the company had future minimum lease payments under non-canceHable operatmg

leases as set out below

2017 . 2016
£000 © £000
Payments due: i ‘ o .
Not later than one year . : ‘ 1,855 B - 1,478
Later than one year and not later than five years - 7,792 5517
Later than five years ‘ ) - : A 40,065 20,038
‘ 49,712 27,033

The company had no other off- balance sheet arrangements and no capital commitments contracted but not
provided (2016 — none). . :
Ultimate controlling party

. The immediate parent company is CEG Colleges Lirn.ited, a company incorporated in the United Kingdom.

* The ultimate parent company is. Camelot T(l)pco'Limited, a company incorporated in the United Kingdom
~ with a registered office at the same address as that of the company, as shown on page 1.

. Cambridge Edueation Group Limited is the parent eompany of the smallest group which prepares publiciy

available consolidated financial statements that incorporate the results of the company. Copies of those -
consolidated financial statements may be obtained from the address given on page 1.

Camelot Topco Lerted is the parent undertakmg of the largest group which prepares pubhcly available
consolidated financial statements that incorporate the results of the company. Copies of the consolidated
financial statements ‘may be obtamed from the address.given on page 1.

The ulamate controlling party is Bndgepomt Emope v Fund managed by Brldgepomt Adv1sers Llrmted
which owns the majority of the shares in the ultimate parent company on behalf of various funds.



