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Charles F.Stead & Company Limited (Registered number: 00080604)

Strategic Report
for the Year Ended 31 December 2019

The directors present their strategic report of the company for the year ended 31 December 2019.

BUSINESS REVIEW

As shown in the company's profit and loss account on page 9 turnover decreased by 4.10% from £ 9.58m to £
9.19m and operating profit was £ 384k compared to £ 537k in 2018.

The balance sheet on page 10 of the financial statements shows that retained profit has increased by £ 238k
and the year-end cash balance stands at £ 3.09m. The company has no borrowings.

The directors are continually working to improve the company's carbon footprint with investment to reduce our
enérgy use, our water use and to treat our effluent with new technologies as they become available.

The company continues to invest in these new technologiés, and new products and manufacturing techniques
to maintain its competitive edge in the current difficult market.

Key performance indicators

Key performance indicator 2019 2018
Gross Margin % 16.6% 18.0%
Operating profit £384,058 £537,455
Net cash inflow from operating activities £271,000 £831,611
Stock days 201 216
Debtor days 38 36

Notes to KPI's
1 Gross Margin = Operating profit plus other operating expenses as a percentage of turnover.

The company aims to maximise profit available for distribution to shareholders as measured by Gross Margin.
Source data is taken from the audited financial statements.

2 Operating profit

The company aims to increase shareholder value and measures performance against this objective by
measuring operating profit. Source data is taken from the audited financial statements.

3 Net cash from operating activities = Operating profit adjusted for movements in working capital.

The company aims to maximise operating cash inflow generation by efficiently managing working capital and
monitors this by measuring net cash inflow from operating activities. Source data is taken from the audited
financial statements.

4 Stock days = The average value of opening and closing stock divided by raw materials and consumables,
other external expenses, staff costs and depreciation expressed as a number of days. Source data is taken
from the audited financial statements.

Thé company monitors stock turnover to ensure that the right levels of stocks are held in order to meet
customer demands whilst not carrying excessive amounts which impacts upon working capital requirements.

5 Debtor days = the average value of trade debtors divided by turnover expressed as a number of days.
Source data is taken from the audited financial statements.

The company monitors debtor days as this is an important indicator of working capital requirements.
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Charles F.Stead & Company Limited (Registered number: 00080604)

Strategic Report
for the Year Ended 31 December 2019

PRINCIPAL RISKS AND UNCERTAINTIES FACING THE COMPANY
The board is aware of its obligations to review, manage and mitigate the risks faced by the company on a
regular basis.

The principal risks are considered to be as follows:
Coronavirus Covid-19

At the time of writing, the Covid-19 pandemic presents by far the largest risk and uncertainty facing all
businesses world-wide. The risk presents itself in various forms, including but not limited to the threat of
continuity of supplies, the heaith of our employees and the ability of customers to meet payments.

Threats emerge from key personnel becoming infected with the virus, suppliers being unable to fulfil orders,
be it materials or logistics partners unable to conduct deliveries. The company has invoked its Business
Continuity Plan and as far as possible put in place contingency measures to maintain operations, including
the retraining of personnel in key processes and social distancing. The company's key objective is to ensure
the safety and well-being of our employees, while continuing to trade as normally as possible. The Company
is closely monitoring developments as new announcements unfold, to ensure that the business can respond
with agility to guidance and mandates, and in order to avail itself of the relevant government support as they
become available.

Major customer loss

The market for manufactured suede leather remains highly competitive. The company seeks to manage the
risk of losing customers by continuing to produce the highest quality suede leathers together with the
manufacture of innovative new products through extensive research and development. The company also
seeks to provide added value services to customers and by maintaining strong relationships and local
representation with key customers.

Only two customers represent more than 10 % of turnover and the directors maintain a close relationship with
these customers. The sales team are tasked with constantly seeking out new customers to widen its
customer base. The company employs stringent monitoring of production quality, maintenance of customer
delivery requirements and customer relationship issues to identify potential customer concerns at an early
stage.

Reputational risk

As the company operates in relatively small markets any damage to, or loss of, reputation could be a major
concern. Rigorous management attention and quality control procedures are in place to maximise right first
time and on time delivery. Responsibility is taken for ensuring swift remedial action on any snags and
complaints.

Operational risk

Solid reporting systems and accurate and timely management information is reviewed by the directors
monthly.

Health & safety N

The company maintains healthy and safe working conditions on its premises and we contiﬁudusly aim to
improve our working environments to ensure we are able to provide a safe occupational health and safety
standards to our employees and visitors.

Environment

The company's policy with regard to the environment is to understand and effectively manage the actual and
potential environmental impact of our activities. Operations are conducted such that we comply with all legal
requirements relating to the environment in all areas where we carry out of our business. During the period of
this report the company has not incurred any fines or penalties or been investigated for any breach of
environmental regulations.
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Charles F.Stead & Company Limited (Registered number: 00080604)

Strategic Report

for the Year Ended 31 December 2019

Brexit impact

The company is prepared for the economic and political uncertainty in the future resuiting from the UK vote to
leave the EU. The company still maintains its long term strategic aim of growing core products, the company
will continue to expand its operations with new and existing customers.

Financial instruments

The company's operations expose it to a variety of financial risks including the effect of changes in overseas
exchange rates, credit risk and liquidity risk.

The company has a significant level of transactions in overseas currencies and uses derivative instruments in
the form of forward exchange contracts to measure this exposure.

The company's principal financial instruments comprise sterling cash and bank deposits, together with trade
debtors and trade creditors that arise directly from operations.

The main risks arising from the company's financial instruments can be analysed as follows:

Foreign currency risk

A significant level of sales are made in US Dollars. The company also purchases significant levels of raw
materials in US Dollars. The company is therefore exposed to movements in the US Dollar to Sterling
exchange rates. The Directors monitor the net exposure and take out forward contracts to fix exchange rates.

Credit risk

The company's principal financial assets are bank balances, cash and trade debtors, which represent the
company's maximum exposure to credit risk in relation to financial assets.

The company's credit risk is primarily attributable to its frade debtors. Credit risk is mitigated by a stringent
management of customer credit limits by monitoring the aggregate amount and duration of exposure to any
one customer depending upon their credit rating. The amounts presented in the balance sheet are net of
allowance for doubtful debts, estimated by the company's management based on prior experience and their
assessment of the current economic environment.

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings
assigned by international credit-rating agencies.

Liquidity risk

The company's policy has been to ensure continuity of funding through maintaining significant levels of credit
balances in the company's bank accounts. The company has no bank or other borrowings.

ON BEHALF OF THE BOARD:

K D Crack - Director

16 September 2020
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Charles F.Stead & Company Limited (Registered number: 00080604)

Report of the Directors
for the Year Ended 31 December 2019

The directors present their report with the financial statements of the company for the year ended
31 December 2019.

PRINCIPAL ACTIVITY
The principal activity of the company in the year under review was that of manufacturers of suede for the shoe
production industry.

DIVIDENDS

. The total distribution of dividends for the year ended 31 December 2019 was £159,750 (2018 - £127,800).
RESEARCH AND DEVELOPMENT N

The company carries out research and development activities with the aim of utilising new types of hude “and
developing new treatments and processes to improve the finished product. *

EVENTS SINCE THE END OF THE YEAR
Information relating to events since the end of the year is given in the notes to the financial statements.

DIRECTORS
The directors shown below have held office during the whole of the period from 1 January 2019 to the date of
this report.

P J Crack
D W Bailey
D E Crack
K D Crack
M D Crack
A W Bailey

STATEMENT OF DIRECTORS' RESPONSIBILITIES
The directors are responsible for preparing the Strategic Report, the Report of the Directors and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards 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 these financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

- prepare the financial statements on the going concern basis 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. They
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 irregularities.
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Charles F.Stead & Company Limited (Registered number: 00080604)
Report of the Directors
for the Year Ended 31 December 2019

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So far as the directors are aware, there is no relevant audit information (as defined by Section 418 of the
Companies Act 2006) of which the company's auditors are unaware, and each director has taken all the steps
that he ought to have taken as a director in order to make himseif aware of any relevant audit information and
to establish that the company's auditors are aware of that information.

ON BEHALF OF THE BOARD:

K D Crack - Director

16 September 2020
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Report of the Independent Auditors to the Members of
Charles F.Stead & Company Limited

Opinion

We have audited the financial statements of Charles F.Stead & Company Limited (the 'company') for the year
ended 31 December 2019 which comprise the Profit and Loss Account, Balance Sheet, Statement of
Changes in Equity, Cash Flow Statement and Notes to the Financial Statements, including a summary of
significant accounting policies. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards, including Financial Reporting Standard 102 'The
Financial Reporting Standard applicable in the UK and Republic of Ireland' (United Kingdom Generally
Accepted Accounting Practice).

In our opinion the financial statements:

- give a true and fair view of the state of the company's affairs as at 31 December 2019 and of its profit for
the year then ended,;

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditors'
responsibilities for the audit of the financial statements section of our report. We are independent of the
company in accordance with the ethical requirements that are relevant to our audit of the financial statements
in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to

report to you where:

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

- 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.

Other information

The directors are responsible for the other information. The other information comprises the information in the
Strategic Report and the Report of the Directors, but does not include the financial statements and our Report
of the Auditors thereon.

Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

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 such
material inconsistencies or apparent material misstatements, we are required to determine whether there is a
material misstatement in 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 in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

- the information given in the Strategic Report and the Report of the Directors for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

- the Strategic Report and the Report of the Directors have been prepared in accordance with applicable
legal requirements.
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Report of the Independent Auditors to the Members of
Charles F.Stead & Company Limited

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the Strategic Report or the Report of the Directors.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to

report to you if, in our opinion;

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

- the financial statements are not in agreement with the accounting records and returns; or

- certain disclosures of directors' remuneration specified by law are not made; or

- we have not received all the information and explanations we require for our audit.

Responsibilities of directors .
As explained more fully in the Statement of Directors' Responsibilities set out on page five, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the directors determine 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' responsibilities 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 a Report of the Auditors 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 Financial
Reporting Council's website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our
Report of the Auditors. e

Use of our report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in a Report of the Auditors and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members as a body, for our audit work, for this report, or for the opinions we
have formed.

Neill Rayland BA FCA (Senior Statutory Auditor)
for and on behalf of Kirk Newsholme

Chartered Accountants and Statutory Auditors
4315 Park Approach

Thorpe Park

Leeds

West Yorkshire

LS158GB

18 September 2020
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Charles F.Stead & Company Limited (Registered number: 00080604)

Profit and Loss Account
for the Year Ended 31 December 2019

TURNOVER

Changes in stocks of finished goods and
work in progress

Raw materials and consumables
Other external expenses

Staff costs

Depreciation

Other operating expenses
OPERATING PROFIT

Interest receivable and similar income
PROFIT BEFORE TAXATION

Tax on profit

PROFIT FOR THE FINANCIAL YEAR
OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR

2019
£ £
9,191,124
736,898
9,928,022
4,957,816
782,611
_ 5,740,427
4,187,595
2,482,336
180,287
1,140,914
ERE—— 3,803,537
384,058
13,904
397,962
(18,000)
415,962

415,962

2018
£ £
9,584,451
(438,613)
9,145,838
4,056,906
742,857
———— 4799763
4,346,075
2,487,137
133,193
1,188,290
———— 3808620
537,455
12,932
550,387
(3,000)
553,387

553,387

The notes on pages 13 to 25 form part of these financial statements
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Charles F.Stead & Company Limited (Registered number: 00080604)

Balance Sheet
31 December 2019

2019 : 2018
Notes £ £ £ £
FIXED ASSETS
Tangible assets 8 2,113,671 2,010,907
Investments 9 10,117 10,117
2,123,788 2,021,024

CURRENT ASSETS
Stocks 10 4,748,793 4,495,634
Debtors 11 1,247,302 1,401,313
Cash at bank and in hand 3,089,306 3,247,203

9,085,401 9,144,150
CREDITORS
Amounts falling due within one year 12 688,484 882,681
NET CURRENT ASSETS 8,396,917 8,261,469
TOTAL ASSETS LESS CURRENT
LIABILITIES 10,520,705 10,282,493
PROVISIONS FOR LIABILITIES 14 177,000 195,000
NET ASSETS 10,343,705 10,087,493
CAPITAL AND RESERVES
Called up share capital 15 106,500 106,500
Capital redemption reserve 16 65,100 65,100
Retained eamings 16 ’ 10,172,105 9,915,893

SHAREHOLDERS' FUNDS 10,343,705 10,087,493

The financial statements were approved by the Board of Directors and authorised for issue on
16 September 2020 and were signed on its behalf by:

D Crack - Director

The notes on pages 13 to 25 form part of these financial statements
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Charles F.Stead & Company Limited (Registered number: 00080604)

Statement of Changes in Equity
for the Year Ended 31 December 2019

Balance at 1 January 2018
Changes in equity

Dividends

Total comprehensive income
Balance at 31 December 2018
Changes in equity

Dividends

Total comprehensive income

Balance at 31 December 2019

Called up Capital
share Retained redemption Total
capital earnings reserve equity
£ £ £ £
106,500 9,490,306 65,100 9,661,906
- (127,800) - (127,800)
- 553,387 - 553,387
106,500 9,915,893 65,100 10,087,493
- (159,750) - (159,750)
- 415,962 - 415,962
106,500 10,172,105 65,100 10,343,705

The notes on pages 13 to:25 form part of these financial statements
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Charles F.Stead & Company Limited (Registered number: 00080604)

Cash Flow Statement
for the Year Ended 31 December 2019

Notes
Cash flows from operating activities
Cash generated from operations 23

Net cash from operating activities
Cash flows from investing activities
Purchase of tangible fixed assets

Sale of tangible fixed assets

Interest received

Net cash from investing activities
Cash flows from financing activities
Equity dividends paid

Net cash from financing activities

(Decrease)/increase in cash and cash equivalents
Cash and cash equivalents at
beginning of year 24

Cash and cash equivalents at end of
year 24

The notes on pages 13 to 25 form part of these financial statements
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2019
£

271,000

271,000

(297,692)
14,641
13,904

(269,147)

(169,750)

(159,750)

(157,897)

3,247,203

3,089,306

2018
£

831,611

831,611

(255,870)
31,009
12,932

(211,929)

(127,800)
(127,800)

491,882

2,755,321

3,247,203



Charles F.Stead & Company Limited (Registered number: 00080604)

Notes to the Financial Statements
for the Year Ended 31 December 2019

1.

STATUTORY INFORMATION

Charles F.Stead & Company Limited is a private company, limited by shares, registered in England
and Wales. The company's registered number and registered office address can be found on the
Company Information page.

ACCOUNTING POLICIES

Basis of preparing the financial statements

These financial statements have been prepared in accordance with Financial Reporting Standard 102
"The Financial Reporting Standard applicable in UK and Republic of Ireland" and the Companies Act
2006.

The functional and presentational currency of the company is considered to be pounds sterling.

Going concern
The financial statements have been prepared using the going concern basis. The COVID-19 pandemic
will have an impact on all businesses globally and the company will be no exception.

The full impact of COVID-19 is not yet known but the company has plans to mitigate the effects. During
the pandemic our objectives are to protect our workforce to ensure that they are fit and healthy and to
continue trading as normally as possible. The company has applied for relevant UK government
backed finance schemes that are available to it.

There will remain a level of uncertainty in the short term as we have no experience of a similar crises
or predicting the extent that the effect of COVID-19 will have on our sales. It is not yet clear how
widespread the virus will be at any one time, how long the pandemic will last and what the effect of the
pandemic will be on our customers. The situation is changing on a daily basis and the directors are
working to respond quickly to any ultimate effect this may have on the business.

Despite the uncertainty surrounding the impact of COVID-19, the directors consider that with the
availability of Government support packages, alongside the company's strong cash position that the
company is in a strong position to overcome the challenges that may arise over the coming months.
The directors have prepared cash flow forecasts covering the period to 31 December 2021 and these
show that the company should have sufficient financial resources. After consideration of these factors,
the directors consider it appropriate to prepare the financial statements on a going concern basis.

Preparation of consolidated financial statements

The financial statements contain information about Charles F.Stead & Company Limited as an
individual company and do not contain consolidated financial information as the parent of a group. The
company is exempt under Section 400 of the Companies Act 2006 from the requirements to prepare
consolidated financial statements as it and its subsidiary undertaking are included by full consolidation
in the consolidated financial statements of its parent, Charles F Stead (Holdings) Limited, Sheepscar
Tannery, Sheepscar, Leeds, LS7 2BY.

Related party exemption

The company has taken advantage of exemption, under the terms of Financial Reporting Standard 102
"The Financial Reporting Standard applicable in UK and Republic of Ireland”, not to disclose related
party transactions with wholly owned companies within the group.

Turnover

Turnover is stated net of VAT and trade discounts and is recognised when the significant risks and
rewards are considered to have been transferred to the buyer. Turnover from the sale of goods is
recognised on despatch.

Page 13 continued...



Charles F.Stead & Company Limited (Registered number: 00080604)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

2.

ACCOUNTING POLICIES - continued

Tangible fixed assets
Tangible fixed assets are stated at purchase cost together with any incidental expenses of acquisition,
net of depreciation and any provision for impairment.

Depreciation is provided on all tangible assets at rates calculated to write off the cost less estimated
residual value of each asset over its expected useful life as follows:

Improvements to property - over the lease term

Plant and machinery 5 % straight line and 10 % on reducing balance
Motor vehicles 25% on reducing balance

Computer equipment - 25% on reducing balance

Residual value represents the estimated amount which would currently be obtained from disposal of an
asset after deducting estimated costs of disposal, if the asset were already at an age and in the
condition expected at the end of its estimated useful life.

The need for any fixed asset impairment write down is assessed by comparison of the carrying value
of the assets against the higher of realisable value and value in use.

The gain or loss arising on the disposal of an asset is determined on the difference between the sale
proceeds and the carrying value of the asset, and is recognised in the profit and loss account.

Investments in subsidiaries
Investments in subsidiary undertakings are recognised at cost.

Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to sell, which is equivalent
to net realisable value. Cost includes materials, carriage, direct labour and an attributable proportion of
manufacturing overheads based on normal levels of activity. Cost is calculated using the FIFO (first-in,
first-out) method. Impairment provisions are made in respect of the nature, age, quality and condition
of each individual holding of stock.

Taxation

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

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at
the balance sheet date where transactions or events that result in an obligation to pay more tax in the
future or a right to pay less tax in the future have occurred at the balance sheet date. Timing
differences are differences between the company's taxable profits and its results as stated in the
financial statements that arise from the inclusion of gains and losses in tax assessments in periods
different from those in which they are recognised in the financial statements.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the basis
of all available evidence, it can be regarded as 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 using the tax rates and laws that have been enacted or substantively
enacted by the balance sheet date and are expected to apply to the reversal of the timing difference.

Deferred tax assets and liabilities are offset only if the company has a legally enforceable right to set
off current tax assets against current liabilities.

Page 14 continued...



Charles F.Stead & Company Limited (Registered number: 00080604)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

2.

ACCOUNTING POLICIES - continued

Research and development
Research and development expenditure is written off as incurred.

Cash and cash equivalents
Cash and cash equivalents include cash in hand and deposits held at call with banks.

Foreign currencies

Assets and liabilities in foreign currencies are translated into sterling at the rates of exchange ruling at
the balance sheet date. Transactions in foreign currencies are translated into sterling at the rate of
exchange ruling at the date of transaction. Exchange differences are recognised in the profit and loss
account.

Derivatives, including forward foreign exchange contracts, are not basic financial instruments, and are
recognised where material to the financial statements. Derivatives are initially recognised at fair value
on the date a derivative contract is entered into and subsequently re-measured at their fair value.
Changes in the fair value of derivatives are recognised in the profit or loss account in other operating
expenses.

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless those
costs are required to be recognised as part of the cost of stock.

Where material, the cost of any unused holiday entitlement is recognised in the period in which the
employee's services are received.

Retirement benefits

The company operates a defined contribution pension scheme. Contributions payable to the
company's pension scheme and that of directors' personal pension schemes are charged to the profit
and loss account in the period to which they relate.

Dividends

Equity dividends are recognised when they become legally payable. Interim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at an
Annual General Meeting.

Page 15 continued...



Charles F.Stead & Company Limited (Registered number: 00080604)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

2.

ACCOUNTING POLICIES - continued

Financial instruments
Financial assets and financial liabilities are recognised when the company becomes a party to the
contractual provisions of the instrument.

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 company after deducting all of its liabilities.

All financial assets and liabilities are initially measured at transaction price (including transaction
costs), except for those financial assets classified as at fair value through profit and loss, which are
initially measured at fair value (which is normally the transaction price excluding transaction costs),
unless the arrangement constitutes a financing transaction. If an arrangement constitutes a financing
transaction, the financial asset or financial liability is measured at the present value of the future
payments discounted at a market rate of interest for a similar debt instrument.

The following assets and liabilities are classified as basic financial instruments - trade debtors, other
debtors, cash and bank balances, trade creditors, other creditors, accruals and inter-company
balances.

Trade debtors, other debtors, cash and bank balances, trade creditors, other creditors, accruals and
inter-company balances (being repayable on demand) are measured at the amortised cost equivalent
to the undiscounted amount of cash or other consideration expected to be paid or received.

Foreign currency contracts are derivative financial instruments. As explained in the foreign currencies
accounting policy above they are measured at their fair value. However the fair value of the derivative
is only recognised in the financial statements where the amount is material to the financial statements.
Where material, gains and losses arising from changes in the fair value of the derivative financial
instruments are included in the profit and loss account in the period in which they arise.

Impairment of assets

Assets, other than those measured at fair value, are assessed for indicators of impairment at each
balance sheet date. If there is objective evidence of impairment, an impairment loss is recognised in
profit and loss as described below.

Non financial assets

An asset is impaired when there is objective evidence that, as a result of one or more events that
occurred after initial recognition, the estimated recoverable value of the asset has been reduced. The
recoverable amount of an asset is the higher of its fair value less costs to sell and its value in use.

Financial assets

For financial assets carried at cost less impairment, the impairment loss is the difference between the
asset's carrying amount and the best estimate of the amount that would be received for the asset if it
were sold at the reporting date.

Where indicators exist for a decrease in impairment loss, and the decrease can be related objectively
to an event occurring after the impairment was recognised, the prior impairment loss is tested to
determine reversal. An impairment loss is reversed on an individual impaired financial asset to the
extent that the revised recoverable value does not lead to a revised carrying amount higher than the

carrying value had impairment not been recognised. )
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Charles F.Stead & Company Limited (Registered number: 00080604)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

2.

ACCOUNTING POLICIES - continued

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company's accounting policies, management is required to make judgements,
estimates and assumptions about the carrying values of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both
current and future periods.

The critical judgements that the directors have made in applying the company's accounting policies
and the key sources of estimation uncertainty that have had the most significant effect on the amounts
recognised in the financial statements are described below:

Useful economic lives of tangible assets

The annual depreciation charge for tangible assets is sensitive to changes in the estimated useful
economic lives and residual values of the assets. The useful economic lives and residual values are
re-assessed annually. They are amended when necessary to reflect current estimates, based on
technological advancement, future investments, economic utilisation and the physical condition of the
assets.

Impairment of stock

The company's stock valuation methodology automatically builds in impairment provisions for stock
estimated to realise a lower value than cost using pre-determined multiples to take account of the
nature, age, quality and condition of each individual holding of stock. These pre-determined multiples
are periodically re-assessed and amended where necessary to reflect the current estimates based on
the current cost base of the company.

TURNOVER
The turnover and profit before taxation are attributable to the one principal activity of the company.

An analysis of turnover by geographical market is given below:

2019 2018
United Kingdom 1,285,654 1,483,246
Europe 1,671,353 1,203,983
Asia 2,263,914 3,018,331
Africa 2,208,528 2,568,715
North America 1,021,141 682,610
Other 740,534 627,566

9,191,124 9,584,451
EMPLOYEES AND DIRECTORS

2019 2018
£ £

Wages and salaries 2,167,209 2,195,456
Social security costs 205,466 184,115
Other pension costs 109,661 107,566

2,482,336 2,487,137
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Charles F.Stead & Company Limited (Registered number: 00080604)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

4. EMPLOYEES AND DIRECTORS - continued

The average number of employees during the year was as follows:

Office and management
Manufacturing

Directors' remuneration
Directors' pension contributions to money purchase schemes

The number of directors to whom retirement benefits were accruing was as follows:

Money purchase schemes

Information regarding the highest paid director is as follows:

Emoluments etc
Pension contributions to money purchase schemes

5. OPERATING PROFIT

The operating profit is stated after charging/(crediting):

Depreciation - owned assets
Loss/(profit) on disposal of fixed assets
Auditors' remuneration
Foreign exchange differences
Research and development
6. TAXATION
Analysis of the tax credit
The tax credit on the profit for the year was as follows:

Deferred tax

Tax on profit

UK corporation tax has been charged at 19% (2018 - 19%).

Page 18

2019 2018
25 27
43 42
68 69
2019 2018
£ £
539,772 580,842
42,147 44,802
3 3
2019 2018
£ £
117,138 123,219
14,631 14,038
2019 2018
£ £
176,929 164,202
3,358 (31,009)
13,850 12,950
(95,399) (9,917)
403,032 392,717
2019 2018
£ £
(18,000) (3,000)
(18,000) (3,000)
continued...



Charles F.Stead & Company Limited (Registered number: 00080604)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

6.

TAXATION - continued

Reconciliation of total tax credit included in profit and loss
The tax assessed for the year is lower than the standard rate of corporation tax in the UK. The
difference is explained below:

2019 2018
£ £

Profit before tax 397,962 550,387
Profit multiplied by the standard rate of corporation tax in the UK of
19% (2018 - 19%) 75,613 104,574
Effects of:
Expenses not deductible for tax purposes 2,662 4776
Research & development tax credit (99,549) (87,001)
Change of deferred tax rate - (22,963)
Other tax adjustments 1,606 37
on transition
Group relief surrendered 1,668 7,577
Total tax credit (18,000) (3,000)

The company has tax losses available of approximately £967,000 (2018 - £692,000) available to carry
forward against future trading profits.

DIVIDENDS
2019 2018
£ £
Interim '
Ordinary shares of £1 each 31,950 25,560
Ordinary A shares of £1 each 127,800 102,240

169,750 127,800

Subsequent to the balance sheet date, dividends of £138,450 were paid.
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Charles F.Stead & Company Limited (Registered number: 00080604)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

8. TANGIBLE FIXED ASSETS

Improvements
to Plant and Motor Computer
property machinery vehicles equipment Totals
£ £ £ £ £
COST
At 1 January 2019 57,766 4,822,373 119,184 190,381 5,189,704
Additions - 269,342 21,000 7,350 297,692
Disposals - (64,437) (14,842) - (79,279)
At 31 December 2019 57,766 5,027,278 125,342 197,731 5,408,117
DEPRECIATION
At 1 January 2019 57,766 2,866,104 96,297 158,630 3,178,797
Charge for year - 156,244 10,910 9,775 176,929
Eliminated on disposal - (46,686) (14,594) - (61,280)
At 31 December 2019 57,766 2,975,662 92,613 168,405 3,294,446
NET BOOK VALUE
At 31 December 2019 - 2,051,616 32,729 29,326 2,113,671
At 31 December 2018 - 1,956,269 22,887 31,751 2,010,907
9. FIXED ASSET INVESTMENTS
Shares in
group
undertakings
£
COST
At 1 January 2019
and 31 December 2019 10,117
NET BOOK VALUE
At 31 December 2019 10,117
At 31 December 2018 10,117
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Charles F.Stead & Company Limited (Registered number: 00080604)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

9. FIXED ASSET INVESTMENTS - continued

The cost of investment in subsidiary undertakings above is stated net of an impairment provision of
£175,032. :

The company's investments at the Balance Sheet date in the share capital of companies include the
following:

Charles F.Stead & Co(Strensall) Limited
Registered office: Sheepscar Tannery, Leeds, LS7 2BY
Nature of business: Property
%

Class of shares: holding
Ordinary Shares 100.00
2019 2018
£ £
Aggregate capital and reserves 10,000 10,000
Charles F Stead (Power) LLP
Registered office: Sheepscar Tannery, Sheepscar Street
North, Leeds, LS7 2BY
Nature of business: Trading commodities and providing
trade finance
%
holding
99.00
2019 2018
£ £
Aggregate members interests 4,188 4,188
10. STOCKS
2019 2018
£ £
Raw materials 2,333,559 2,817,298
Work-in-progress 1,319,625 834,066
Finished goods 1,095,609 844,270
4,748,793 4,495,634
11.. DEBTORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
2019 2018
£ £
Trade debtors 862,767 1,061,145
Other debtors ) 105,843 161,880
Gain on forward currency contracts 101,491 -
Prepayments and accrued income 177,201 178,288

1,247,302 1,401,313
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Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

12.

13.

14.

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2019 2018
£ £

Trade creditors 326,037 367,187
Amounts owed to group undertakings 9,538 9,538
Social security and other taxes 69,323 104,630
Other creditors 2,338 2,227
Loss on forward currency
contracts - 155,343
Accruals and deferred income 281,248 243,756

688,484 882,681

FINANCIAL INSTRUMENTS

Derivative financial instruments
The company enters into forward currency contracts to mitigate exchange rate risk for trade debts
receivable in US Dollars.

At 31 December 2019 the outstanding contracts all mature within 12 months of the year end and the
company has open contracts to sell $4,900,000 (2018 - $4,350,000) with a fair value gain of £101,491
(2018 fair value loss of £155,343).

PROVISIONS FOR LIABILITIES

2019 2018
£ £
Deferred tax 177,000 195,000
Deferred
tax
£
Balance at 1 January 2019 195,000
Credit to Profit and Loss Account during year (18,000)
Balance at 31 December 2019 177,000
Deferred tax at 17% (2018: 17%)
Deferred tax is provided as follows.
2019 2018
£ £
Accelerated capital allowances 341,000 313,000
Tax losses available (164,000) (118,000)
177,000 195,000

The Finance Bill 2016 enacted provisions to reduce the main rate of UK corporation tax to 17% from
1st April 2020. In the March 2020 Budget it was anhounced that the reduction in the UK rate to 17%
will now not occur and the Corporation Tax Rate will be held at 19%. As substantive enactment is afterf
the balance sheet date, déferred tax balances as at 31st December 2019 continue to be measured at
a rate of 17%. If the amended tax rate had been used, the deferred tax liability would have been
£21,000 higher.
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15.

16.

17.

18.

19.

- 20.

CALLED UP SHARE CAPITAL

Allotted, issued and fully paid:

Number: Class:
21,300 Ordinary
85,200 A Ordinary

The Ordinary and A Ordinary shares rank pari passu.

RESERVES

00080604)
Nominal 2019 2018
value: £ £
£1 21,300 21,300
£1 85,200 85,200
106,500 106,500

The retained earnings represents cumulative profit or losses, net of dividends and other adjustments.

The capital redemption reserve represents shares repurchased by the company.

CONTROL

The company is under the control of the directors by virtue of their shareholdings in the ultimate parent

company.

CONTINGENT LIABILITIES

The company has received enquiries from HMRC regarding a potential s223 liability arising from the
settlement of an Employee Benefit Trust (EBT) arrangement which was entered into by the company in

2010.

The contingent liability could be in the region of £370,000.

Having taken appropriate advice, the directors are given to understand that no liability is expected to

arise in respect of the above contingent liability.

CAPITAL COMMITMENTS

Contracted but not provided for in the
financial statements

RELATED PARTY DISCLOSURES

2019
£

147,585

2018
£

174,323

The company made purchases on an arms length basis of £39,233 (2018 - £28,257) from a company
whose two directors are brothers of two of the directors of the company. The company also sold stocks

at market prices to them totalling £19,017 (2018 - £22,183), of which £8,270 (2018 - £4,695) was

outstanding at the year end.
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21.

22.

23.

24.

POST BALANCE SHEET EVENTS

The Coronavirus (COVID-19) pandemic began affecting a widespread number of UK businesses in
March 2020 for an indeterminate period. In common with all businesses in its sector, the company has
been impacted by the pandemic.

At the date of approval of the financial statements it has not been possible to quantify or ascertain with
any certainty the financial impact of COVID-19. As it is a non-adjusting event occuring after the
year-end no adjustments have been made to any figures in the financial statements as a result of the
pandemic.

ULTIMATE PARENT COMPANY

The smallest group in which the results of the company are consolidated is that headed by Charles F
Stead (Holdings) Limited, a company registered in England and Wales. The registered office of
Charles F Stead (Holdings) Limited is Sheepscar Tannery, Sheepscar, Leeds, West Yorkshire, LS7
2BY.

RECONCILIATION OF PROFIT BEFORE TAXATION TO CASH GENERATED FROM OPERATIONS

2019 2018
£ £

Profit before taxation 397,962 550,387
Depreciation charges 176,929 164,202
Loss/(profit) on disposal of fixed assets 3,358 (31,009)
Finance income (13,904) (12,932)

564,345 670,648
Increase in stocks (253,159) (195,279)
Decrease in trade and other debtors 154,011 56,516
(Decrease)/increase in trade and other creditors (194,197) 299,726
Cash generated from operations 271,000 831,611

CASH AND CASH EQUIVALENTS

The amounts disclosed on the Cash Flow Statement in respect of cash and cash equivalents are in
respect of these Balance Sheet amounts:

Year ended 31 December 2019

31.12.19 1.1.19
£ £
Cash and cash equivalents 3,089,306 3,247,203
Year ended 31 December 2018
31.12.18 1.1.18
£ £
Cash and cash equivalents 3,247,203 2,755,321
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25. ANALYSIS OF CHANGES IN NET FUNDS

Net cash
Cash at bank and in hand

Total
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00080604)

At1.1.19
£

3,247,203

Cash flow At 31.12.19
£ £

(157,897) 3,089,306

3,247,203

(157,897) 3,089,306

3,247,203

(157,897) 3,089,306




