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Strategic report

The directors present their strategic report on the company for the year ended 31 August 2019.

Principal activities
The principal activity of the company during the year was the provision of high school programmes as
part of CATS Colleges (“CATS”).

CATS, established in 1952, is a UK-based global group that specialises in the provision of high quality
academic and English language programmes to international students across the UK, USA, Canada and
China.

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 principles across the group are:

e world-class provision of classroom based teaching in the English language;

® helping our students to achieve entry to the best universities according to their aspirations and
abilities;

® continuous investment into state-of-the-art facilities which is evident at sites in London,
Canterbury, Cambridge, Boston and Shanghai; and

® exceptional pastoral care ensures that our students’ educational experience is also safe, healthy
and enjoyable.

Business review
The company saw an increase in student numbers and revenue for the year increased by 9.4% driven by
an improved offering in student accommodation, favourable pricing and higher ancillary revenue.

In July 2019, the then ultimate controlling party, Bridgepoint Europe IV Fund, sold its CATS Colleges
division to Bright Scholar Education Holdings Limited, a company incorporated in the Cayman Islands
and listed on the New York Stock Exchange. Bright Scholur is the largest operator of international and
bilingual schools in China. Cambridge Arts & Sciences Limited continues to form part of the CATS
Colleges group of companies post acquisition of the CATS Colleges division by Bright Scholar.

The company had net assets of £14,520,000 as at 31 August 2019.

In the opinion of the directors the state of the company’s affairs at 31 August 2019 was satisfactory and
they hope to continue to see operating profitability in future periods.

Future developments
We continue in 2019/20 to look for ways to develop our offering, especially in the area of quality student
accommodation and to improve the quality of the student expetience.
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Strategic report (continued)

Financial key performance indicators
The Board and management use the following Key Performance Indicators (KPIs) to monitor the success
of the business:
e revenue growth;
e operating profit before exceptional costs, depreciation and amortisation as a percentage of
revenue;
* revenue per employee; and
® recurring operating profit per employee.
During the year:
e revenue increased and was £2,416,000 above 2018;
e operating margins before depreciation decreased to 6.7% from 8.1%;
e revenue per employee increased by 13.0% from £90,300 to £102,000
e operating profit before depreciation per employee decreased 6.0% from £7,281 to £06,841

Principal risks and uncertainties
In common with other businesses of a similat nature, the group is exposed to a variety of risks and
uncertainties. The directors believe the principal risks are:
e impact of changes in immigration policies and visa application processes;
global reduction in international movement of students;
adverse movements exchange rates; and,
significant disruption in the trading ability of the group due to one-off global disasters.

The policies and procedures that in place to monitor and manage these risks include:
e investing and operating in more than one country to disaggregate the geographical, political and
currency risks;
e operating the business in a number of different but related market segments; and
e employing staff, consultants and professional advisors with appropriate competences to mitigate
both current and foreseeable business risks.

Financial risk management objectives and policies

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

The main risks arising from the group’s financial instruments are liquidity risk, foreign exchange risk, price
risk and credit risk. The directors review and agree policies for managing each of these risks and, as they
relate to the company, they are summarised below.

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 experience currency exposures which could
affect competitive advantage. '
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Strategic report (continued)

Price risk
The group seeks to manage price risk by setting price lists for all products and agreeing policies and
approval procedures for discounts and other price incentives such as bursaries.

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

. In order to manage credit risk the directors prioritise the credit control function and clear guidelines are in
place for dealing with slow payers.

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

C Stacey
Director
21 February 2020

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 corﬁpany for the year ended
31 August 2019.

Results and dividends

The profit for the financial year amounted to £1,190,000 (2018 - £1,274,000). No dividends were paid
during the year (2018 - £nil). The directors do not recommend the payment of a final dividend for the
year (2018 — none). ’

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

D Newton Appointed 21 March 2019
C Stacey Appointed 11 June 2019
M Ioakimides Resigned 5 July 2019

B Webb Resigned 5 July 2019

S White Resigned 19 July 2019

P Symes Resigned 5 July 2019

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 training and career development and promotion to
disabled employees wherever appropriate.

Employee involvement

Through regular meetings and other internal communications, the company keeps employees informed of
and consulted on matters affecting them as employees and of the financial and economic factors affecting
the performance of the company. Where relevant and appropriate, employees are eligible for performance
related remuneration based on the achievement of personal and corporate objectives.

Statement of directors’ responsibilities in respect of the financial statements
The directors are responsible for preparing the Annual Report and the financial statements in accordance
with applicable law and regulation.

Company law requires the directors to prepate 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 directors 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 policies and then apply them consistently;

e 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 basis unless it is inappropriate to presume
that the company will continue in business.
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Directors’ report (continued)

The directors are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other itregularities.

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.

Disclosure of information to auditors A
Each of the persons who are directors at the time when this Directors’ report is approved has confirmed
that:
® 5o far as that director is aware there is no relevant audit information of which the company’s
auditors are unaware; and
e 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 )

PricewaterhouseCoopers LLP, having expressed their willingness to continue in office, will be deemed
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

C Stacey
Director
21 February 2020

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

Report on the audit of the financial statements

Opinion
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 2019 and of its
profit for the year then ended;

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

e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial
Statements (the “Annual Report”), which comprise: the statement of financial position as at 31 August
2019; the income statement and the statement of comprehensive income and the statement of changes
in equity for the year then ended; and the notes to the financial statements, which include a
description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”)
and applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’
responsibilities for the audit of the financial statements section of our report. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

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

Conclusions relating to going concern
ISAs (UK) require us to report to you when:

o the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

o the directors have not disclosed in the financial statements 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 financial statements are authorised for issue.

We have nothing to report in respect of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a
guarantee as to the company’s ability to continue as a going concern. For example, the terms of the
United Kingdom’s withdrawal from the European Union are not clear, and it is difficult to evaluate all
of the potential implications on the company’s trade, customers, suppliers and the wider economy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial
statements and our auditors’ report thereon. The directors are responsible for the other information.
Our opinion on the financial statements does not cover the other information and, accordingly, we do
not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any form
of assurance thereon.
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Independent auditors’ report to the members of Cambridge
Arts & Sciences Limited (continued)

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

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

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs
(UK) require us also to report certain opinions and matters as described below.

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the
Strategic Report and Directors’ Report for the year ended 31 August 2019 is consistent with the
financial statements and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we did not identify any material misstatements 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’ Responsibilities set out on page 6-7, 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 directors are responsible for assessing the company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the company or to
cease operations, or have no realistic alternative but to do so.

Auditors’ responstbilities for the audit of the financial statements

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

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

Use of this report

This report, including the opinions, has been prepared for and only for the 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 opinions, accept or assume responsibility for any other purpose or to any other
person to whom this report is shown or into whose hands it may come save where expressly agreed by
our prior consent in writing,.
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Independent auditors’ report to the members of Cambridge
Arts & Sciences Limited (continued)

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
o the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Richard Bedlow (Senior Statutory Auditor)

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

21 February 2020
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Income statement
For the year ended 31 August 2019

Note
Revenue 6
Cost of sales
Gross profit
Administrative expenses
Operating profit 7
Interest income 9
Profit before taxation
Tax on profit 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 2019

Profit for the financial year

Total comprehensive income for the year

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

11

2019 2018
£2000 £000
28,145 25,729

(14,583) (13,007)
13,562 12,722

(12,718) (11,951)

844 7
636 984
1,480 1,755
(290) (481)
1,190 1,274
2019 2018
£2000 £000
1,190 1,274
1,190 1,274
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Statement of financial position
As at 31 August 2019

Note
Fixed assets
Tangible assets 11
Current assets
Debtors 12
Cash at bank and in hand
Creditors: amounts falling due within one year 13
Net curtrent assets '
Total assets less current liabilities
Net assets
Capital and reserves
Called-up share capital 15
Retained earnings 15

Total equity

12

2019 2018
£2000 £000
401 1,248
30,298 38,593
5,450 2,885
35,748 41,478
(21,629) (29,396)
14,119 12,082
14,520 13,330
14,520 13,330
14,520 13,330
14,520 13,330

These financial statements on pages 11 to 24 were approved by the directors and authorised for issue on

21 February 2020 and are signed on their behalf by:

C Stacey
Director
~ Company Registration Number: 03454690

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

For the year ended 31 August 2019

At 1 September 2017

Profit for the financial year

Total comprehenstve income for the financial year
At 31 August 2018

Profit for the financial year

Total comprehensive income for the financial year
At 31 August 2019

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

13

Ca“z(:l-;z Retai.ned To?al
capital earnings equity
£2000 £2000 £2000

- 12,056 12,056

- 1,274 1,274

- 1,274 1,274

- 13,330 13,330

- 1,190 1,190

- 1,190 1,190

- 14,520 14,520
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Notes to the financial statements

General information

Cambridge Arts & Sciences Limited (“the company”) is a private limited company limited by shares and
incotporated 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 requirements 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 United Kingdom and Republic
of Ireland” (“FRS 102”) and the Companies Act 2006.

Summary of significant accounting policies

The principal accounting policies 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 going concern basis under the historic cost method.

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 disclosute in pounds stetling is more appropriate.

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

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

Going concern

The group, of which the company is a part, meets its day-to-day working capital requirements through its
cash and cash equivalents and intra-group loans. 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 reasonable expectation that both the group and company
have adequate resoutces to continue in operational existence for the foreseeable future, within the level of
existing liabilities and to meet long term liabilities as they fall due. The company has seen growth within
both net assets and cash at bank and in hand in the current year. The company therefore continues to
adopt the going concern basis in preparing its financial statements.
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Notes to the financial statements (continued)

Foreign currencies

Foreign currency transactions are translated into the functional currency using the exchange rates at the
dates of the transaction. Non-monetary items measured at historical cost are translated using the
exchange rate at the date of the transaction and non-monetary items measured at fair value are measured
using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions are recognised 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 date. Gains and losses that relate to
borrowings and cash and cash equivalents are presented in the income statement within net interest
income. All other foreign exchange gains and losses are presented in the income statement within
administrative expenses.

Revenue
Revenue is stated net of VAT (if applicable) and is recognised when the significant 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 services and is recognised as the performance of those services occurs.

Where 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 completion of the contract activity at the
balance sheet date. Where payments are received from customers in advance of setvices provided, those
amounts are recorded as deferred income or, if potentially refundable within the terms of the contract, as
other creditors, both as part of creditors due within one year.

Interest
Interest income is recognised in the period in which it is earned using the effective interest rate method.

Operating leases

Operating leases are arrangements where substantially all of the benefits and risks of ownership remain
with the lessor and rentals under such arrangements are charged against profits on a straight line basis
over the period of the lease. ,

Incentives received to enter into an operating lease are credited to the income statement to reduce the
lease expense, on a straight-line basis over the whole life of the lease.
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Notes to the financial statements (continued)

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

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

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 recognised 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 reliable estimate of the obligation can be made.

Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the year or 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 provisions where appropriate 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 originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result in an obhgatlon
to pay more, or a right to pay less or to receive more tax, with the following exccptions:
® Deferred tax assets are 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.
e Defetred 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
substantively enacted at the balance sheet date.
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Notes to the financial statements (continued)

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 buildings include leasehold schools, colleges, student accommodation and offices. The leasehold
buildings are stated at cost less accumulated depreciation and accumulated 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 reliably. Repairs, maintenance and minor
inspection costs are expensed as incurred.

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 is recognised in the
profit and loss and included in ‘Other operating (losses)/gains’

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

Leasehold property 25% straight line
Plant and equipment 15% - 25% straight line
Computers 25% straight line

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

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 carrying amount of the asset is impaired 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.

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 equivalents

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 income statement in
administrative expenses.
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Notes to the financial statements (continued)

Financial instruments
The company has chosen to adopt Section 11 and 12 of FRS 102 in full in respect of financial
instruments, subject to the disclosure exemptions described in note 5.

Basic financial assets, including trade and other debtors, amounts owed by group undertakings, accrued
income and cash and bank balances, are initially recognised at transaction price, unless the arrangement
constitutes a financing transaction. Financing transactions ate 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 amortised cost are assessed for objective
evidence of impairment. If an asset is impaired, the impairment loss is the difference between the
carrying amount and 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.

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 or 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 ate shown in equity as a deduction, net of tax, from the proceeds.

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

Financial liabilities and equity instruments 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.

Where the contractual obligations of financial instruments (including share capital) are 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 financial
liability then this is classed as an equity instrument. Dividends and distributions relating to equity
instruments are debited direct to equity.
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Notes to the financial statements (continued)

Critical accounting estimates and 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 liabilidies with the next financial year are described below.

Impairment 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.

Deferred income

Where payments ate received or receivable from customers in advance of services provided, 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 possible
consequences of audits by the tax authorities of the respective countries in which it operates. The
amount of such provisions is based on various factors, such as experience with previous tax audits and
differing interpretations of tax regulations by the taxable entity and the responsible tax authority.

Management estimation is required to determine the amount of deferred tax assets that is recognised,
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:

e From preparing a statement of cash flows, on the basis that it is a qualifying entity and a
consolidated statement of cash flows is prepared by Bright Scholar Education Holdings Limited
which consolidates the company’s cash flows;

e 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 consolidated financial
statements of the group in which the company is 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

Revenue and profit before taxation are attributable to the principal activity of the company and all
revenues arise within the United Kingdom.

7 Operating profit

Operating profit is stated after charging: _
2019 2018

£°000 £000
Depreciation of tangible assets 1,044 1.304
Impairment of trade debtors 50 256
Auditors’ fees 15 15
Operating lease costs 4,975 4,488

8 Particulars of employees

The average number of staff employed by the company during the financial year amounted to:

2019 2018
No. No.
Number of teaching and administrative staff 226 254
Number of temporary teaching staff 50 31
276 285

The aggregate payroll costs of employees were:
2019 2018
£°000 £7000
Wages and salaries 6,646 6,822
Social security costs 630 631
Other pension costs 103 65
7,379 7,518

Directors’ remuneration is borne by other group companies and it is deemed not possible to allocate a
charge from other group companies.

9 Interest income

2019 2018

. £°000 . £°000
Interest receivable and similar income:

On intra—group loans 636 984
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Tax on profit

(a) Tax expense included in the income statement

2019 2018

£°000 £000
Cutrent tax:
UK Corporation tax based on the profit for the year at
19% (2018 — 19%) 366 517
Adjustment in respect of prior periods ‘ 30 106
Total current tax 396 623
Deferred tax:
Origination and reversal of timing differences 3) (74)
Adjustments in respect of prior periods (103) (68)
Total deferred tax (note 12) (106) (142)
Tax on profit 290 481

(b) Factors affecting tax charge

The tax assessed on the profit before taxation for the year is higher (2018 - higher) than the standard rate
of corporation tax in the UK of 19% (2018 — 19%)).

2019 2018
£°000 £7000
Profit before taxation 1,480 1,755
Profit before taxation multiplied by rate of tax 281 334
Expenses not deductible for tax purposes 57 106
Depreciation for the year in excess of capital allowance 25 5
Adjustment in respect of prior periods (73) 38
Other . 2)
Tax on profit 290 481

(c) Tax rate changes

Deferred tax balances at 31 August 2019 and 31 August 2018 are measured at the revised rate of 17%. In
April 2016 the UK corporation tax rate reduced to 19%, with a further decrease to 17% being later
substantively enacted, with effect from 1 April 2020.
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Tangible assets

Cost

At 1 September 2018
Additions

At 31 August 2019

Accumulated depreciation:

At 1 September 2018
Charge for the year
At 31 August 2019

Net book value
At 31 August 2019

At 31 August 2018

Debtors

Trade debtors

Cambridge Arts & Sciences Limited
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Notes to the financial statements (continued)

22

Amounts owed by group undertakings

Deferred taxation

Prepayments and accrued income

Excess of depreciation over taxation allowances

Leasehold Plant and
property equipment Computers Total
£°000 £000 £000 £000
2,883 4,486 2,188 9,557
13 184 - 197
2,896 4,670 2,188 9,754
2,192 4118 1,999 8,309
561 313 170 1,044
2,753 4,431 2,169 9,353
143 239 19 401
691 368 189 1,248
2019 2018
£°000 £000
47 147
28,711 37,028
468 363
1,072 1,055
38,593

Other short term timing differences

30,298

Trade debtors are stated after provisions for impairment of £267,000 (2018 -£217,000).

Amounts owed by group undertakings include loans of £nil (2018 - £21,329,000). The loans were

redesignated as interest-free balances from 31 March 2019. The effective interest rate on these loans up
" to that date was 5.1% (2018 — 4.8%). All other group balances are interest-free. All group balances are

unsecured, have no fixed date of repayment and are repayable on demand.

The deferred tax asset is the tax effect of timing differences in respect of:

2019 2018
£000 £2000
427 305
11 58
468 363

During the year £65,000 of deferred tax was credited to the income statement (2018 - £142,000) and it is
anticipated that a credit of approximately £38,000 will be made in the next financial year.
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Notes to the financial statements (continued)

Creditors: amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Other taxation and social security
Other creditors

Accruals and deferred income

23

2019 2018
£000 £000
188 450
4,393 10,495
39 81
3,633 3,800
13,376 14,570
21,629 29,396

Amounts owed to group undertakings are unsecured, interest free, have 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. The
amount recognised as an expense for this arrangement 1s £103,000 (2018 - £65,000).

Called up share capital and reserves
Allotted, called up and fully paid:

Otdinary shares of £1 each 2

The retained earnings reserve represents the cumulative profits and losses, net of dividends paid and other

adjustments.

Related party transactions

As a wholly-owned subsidiary of Bright Scholar (UK) Holdings Limited, the company is exempt from the

requirement to disclose transactions with other members of the group.

During the year, purchases amounting to £57,000 (2018 - £10,000) were made from Bright Can-Achieve
Limited in respect of agent commissions. Bright Can-Achieve Limited is a company incorporated in Hong

Kong, and a subsidiary of Bright Scholar Education Holding Limited.
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Capital and other commitments

At 31 August 2019 the company had future minimum lease payments under non-cancellable operating
leases as set out below: )
2019 2018

£000 £7000

Payments due:
Not later than one year 2,440 1,864
Later than one year and not later than five years 9,551 7,992
Later than five years 45,851 39,170
57,842 49,026

The company had no other off-balance sheet arrangements and no capital commitments contracted but
not provided (2018 — none).

Ultimate controlling party

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

Bright Scholar Education Holdings Limited is the ultimate parent company and the parent undertaking of
the smallest and largest group which prepares publicly available consolidated financial statements that
incorporate the results of the company. Copies of the consolidated financial statements may be obtained
from the address given on page 1.

The ultimate controlling party is Bright Scholar Education Holdings Limited, a company incorporated in
the Cayman Islands and listed on the New York Stock Exchange.



