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THE CAMBRIDGE SATCHEL COMPANY LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 30 JUNE 2017

introduction

The directors present their Strategic Report for the year ended 30 June 2017
! !
Business review

The Company continued to manufacture and sell leather goods through its own company retail outlets, a vast
number of global retail outlets and through its own website. The results for the year are set out in the profit and
loss account on page 9.

Principal risks and uncertainties

The company has carried out a review to evaluate the risks and uncertainties facing the company. The principal
risks and uncertainties are broadly grouped as:

Competitive Risks

The markets we serve are subject to fluctuation in demand by customers, which are linked to the wider
economic environment. The company actively monitors movements in customer trends and reflects those in its
business planning processes.

Regulatory Risks

The company carries out an annual review of quality management systems and reviews upcoming changes in
legislation and regulation to assess the impact and plan changes required to business processes.

Financial Risks

The directors assess the risk of possible business interruption caused by external factors on an ongoing basis.
They ensure appropriate internal controls are in place to minimise the impact of any disruption.

The company is subject to transactions in foreign currency and fluctuations and does not use hedge accounting.
The impact of such movements are monitored closely by the company in order to reduce any exposure. The
company has no interest bearing borrowings and hence has no significant exposure to interest rate risk other
than on cash deposits.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2017

Financial key performance indicators

The key financial and other performance indicators during the year were as follows:

Turnower

Gross profit

Gross profit margin

EBITDA profit/(loss)

2017 2016 Change
£000 £000 %
11,713 11,079 6%
6,257 4,208 49%
53% 38% 39%
285 (2,740) 110%

Product margins improved 15% resulting in a 38% increase in Gross Profit as the business reduced the level of
on-line discount promotions. This strategy is planned to continue in the coming year with modest top line sales

growth,

Operating EBITDA improved from a loss of £2.7m to a profit of £285k.

Post year end, the company has continued its focus on improving gross profit margin as well as growing
turnover. The company continues to review its cost base and has taken steps to find alternative, more cost

efficient suppliers wherever possible

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

J Deane
Director

Date:

APbens

SI/I/aK’.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2017

The directors present their report and the financial statements for the year ended 30 June 2017.
Principal activity

The principal activity of the company is the manufacture and retail of leather goods and accessories under the
Cambridge Satchel Company brand.

Directors
The directors who served during the year were:

J Deane
G Zocco

Directors' responsibilities statement

The directors are responsible for preparing the Strategic Report, the Directors’ Report 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 applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’. 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 for the Company's financial statements and then apply them
consistently;

* make judgments and accounting estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained in the financial statements;

) 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 to 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.

Results and dividends

The loss for the year, after taxation, amounted to £804,592 (2016 - loss £1,332,624).
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2017

Future developments

The Company has undertaken initiatives to improve gross profit margin, and to improve its e-commerce sales
performance, the company plans to move to a new e-commerce platform which should improve site navigation
and conversion. This re-platform will save the company in excess of £350k per annum in platform fees, and as
well as being more cost effective, the new platform will open up opportunities to integrate with other e-commerce
platforms operated by third parties. The company is continually reviewing its cost base and implementing cost
reducing measures. The financial year ending 30 June 2018 is forecast to have a significantly reduced loss and
the following financial year is forecast to return back to profitability.

Research and development activities

The company continues to invest in product development and has many exciting product Jaunches in the
pipeline.

Employee involvement

it is the management's policy to encourage employees to participate in the company's affairs. The directors seek
to keep staff informed and involved in the progress of the company.

Disabled employees

All applications for employment from disabled persons are given full and fair consideration, due regard being
given to the aptitude and ability of the individual and the requirements of the position concerned. Disabled
persons are treated on equal terms with other employees as regards training, career development and
promotion. In the event of an existing employee becoming disabled, every effort is made to ensure continuity of
employment and that appropriate training is given where necessary.

Disclosure of information to auditors
Each of the persons who are directors at the time when this Directors' Report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company's auditors are
unaware, and

. the director has taken all the steps that ought to have been 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.

Post balance sheet events
|

Except for the successful short term ftjnding detailed in note 2.2, there have been no other significant events
affecting the Company since the year end.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2017

Auditors

KPMG LLP resigned as auditors to the company during the year, and on 29 June 2017, Berg Kaprow Lewis LLP
were appointed in their stead.

Under section 487(2) of the Companies Act 2006, Berg Kaprow Lewis LLP will be deemed to have been
reappointed as auditors 28 days after these financial statements were sent to members or 28 days after the
latest date prescribed for filing the accounts with the registrar, whichever is earlier.

This report was approved by the board and signed on its behalf.
J Deane

OJLP Deore
Director

Date: 31/t/ e,
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF THE CAMBRIDGE SATCHEL
COMPANY LIMITED

Opinion

We have audited the financial statements of The Cambridge Satchel Company Limited for the year ended 30
June 2017, set out on pages 10 to 33. 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).

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 an Auditors' Report 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.

In our opinion the financial statements:

I
. give a true and fair view of the state of the Company's affairs as at 30 June 2017 and of its loss for the
year then ended;

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

o 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 United Kingdom, including
the Financial Reporting Council'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.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF THE CAMBRIDGE SATCHEL
COMPANY LIMITED (CONTINUED)

Other information

The directors are responsible for the other information. The other information comprises the information included
in the Annual Report, other than the financial statements and our Auditors' Report thereon. Our opinion on the
financial statements does not cover the 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 nathing to report in this regard.
Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

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

. the Strategic Report and the Directors' Report have been prepared in accordance with applicable legal
requirements.

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 and the Directors' Report.

We have nothing to report in respect of the following matters in relation to which 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

o 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. !
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF THE CAMBRIDGE SATCHEL
COMPANY LIMITED (CONTINUED)

Responsibilities of directors

As explained more fully in the Directors’ Responsibilities Statement on page 3, 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 is necessary to ehable 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 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.
[

As part of an audit in accordance with ISAs (UK), we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

) Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion of the effectiveness
of the Company's internal audit.

) Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

. Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company's ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw attention in our Auditors' Report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our Auditors' Report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF THE CAMBRIDGE SATCHEL
COMPANY LIMITED (CONTINUED)

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

W@MAL&/

Myfanwy Neville FCA (Senior Statutory Auditor)

for and on behalf of
Berg Kaprow Lewis LLP

Chartered Accountants
Statutory Auditor

London

Date: { ( 1/‘ ‘8/
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2017

Turnover
Cost of sales

Gross profit

Administrative expenses

Operating loss

Interest receivable and similar income
Interest payable and expenses

Loss before tax

Tax on loss

Loss for the financial year

Total comprehensive income for the year

The notes on pages 14 to 33 form part of these financial statements.

Note

11

2017 2016
£ £
11,712,859 11,079,085
(5,455,531)  (6,871,248)
6,257,328 4,207,837
(6,741,600)  (7,602,695)
(484,272)  (3,394,858)

. 2,159,738
(261,568)  (182,463)
(745,840)  (1,417,583)
(58,752) 84,959
(804,592) (1,332,624)
(804,592) (1,332,624)
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THE CAMBRIDGE SATCHEL COMPANY LIMITED
REGISTERED NUMBER: 06763257

STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2017

Fixed assets

Intangible assets
Tangible assets

Current assets

Stocks
Debtors: amounts falling due within one year
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more
than one year

Provisions for liabilities

Deferred tax

Net assets

Capital and reserves

Called up share capital
Share premium account
Other reserves

Profit and loss account

Note

12
13

14
15
16

17

18

20

22
23
23
23

2017

56,875
1,189,028

1,245,903

3,012,052
1,172,580
431,281

4,615,913

(2,099,133)

2,516,780
3,762,683

(79,757)

(105,278)

(105,278)
3,577,648

3,790

12,406,390
93,749

(8,926,281)

3,577,648

As restated
2016
£

65,449
1,765,650

1,831,099

2,969,239
936,002
1,126,944

5,032,185

(2,407,089)

2,625,096
4,456,195

(46,526)
(46,526)
4,409,669

3,790
12,406,390
121,178
(8,121,689)

4,409,669

The financial statements were approved and authorised for issue by the board and were signed on its behalf by:

JPPeos

J Deane
3t/ /g -

Director

Date:

The notes on pages 14 to 33 form part of these financial statements.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2017

Share Share based

Called up premium payments Profit and
share capital account reserve loss account Total equity
£ £ £ £ £
At 1 July 2015 2,526 - 50,393 (6,789,065) (6,736,146)
Comprehensive income for the '
year '
Loss for the year - - - (1,332,624) (1,332,624)
Reclassification of preference
shares 1,264 12,406,390 - - 12,407,654
Movement in share based payment
reserve - - 70,785 - 70,785
Total transactions with owners 1,264 12,406,390 70,785 - 12,478,439
At 1 July 2016 3,790 12,406,390 121,178 (8,121,689) 4,409,669
Comprehensive income for the
year
Loss for the year - - - (804,592) (804,592)
Movement in share based payment ,
reserve - - (27,429) - (27,429)
Total transactions with owners - - (27,429) - (27,429)
At 30 June 2017 3,790 12,406,390 93,749 . (8,926,281) 3,577,648
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2017

As restated

2017 2016
£ £
Cash flows from operating activities
Loss for the financial year (804,592) (1,332,624)
Adjustments for:
Amortisation of intangible assets 8,574 8,236
Depreciation of tangible assets 760,668 669,557
Interest paid 261,568 182,463
Interest received - (2,159,738)
Taxation charge 58,752 -
(Increase)/decrease in stocks (42,812) 333,914
(Increase)/decrease in debtors (236,580) 382,643
(Decrease)/increase in creditors (307,956) 1,173,828
Corporation tax received/(paid) - (84,959)
Equity settled share-based payment expenses (27,429) 70,786
Net cash generated from operating activities (329,807) (755,894)
Cash flows from investing activities
Purchase of tangible fixed assets (184,584) (1,268,760)
Sale of tangible fixed assets 539 -
Interest received - 5122
Net cash from investing activities (184,045) (1,263,638)
Cash flows from financing activities
Repayment of/inew finance leases 79,757 -
Interest paid (261,568) (182,463)
Net cash used in financing activities (181,811) (182,463)
Net (decrease) in cash and cash equivalents (695,663) (2,201,995)
Cash and cash equivalents at beginning of year 1,126,944 3,328,939
Cash and cash equivalents at the end of year 431,281 1,126,944
Cash and cash equivalents at the end of year comprise:
Cash at bank and in hand ' 431,281 1,126,944
431,281 1,126,944
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

1.

General information

The principal activity of The Cambridge Satchel Company Limited (‘the Company') is the manufacture and
retail of leather goods and accessories under the Cambridge Satchel Company brand.

The company is a private company limited by shares and is incorporated in England and Wales. The
address of its Registered Office is Lower Ground 5, Copley Hill Business Park, Cambridge Road,
Babraham, CB22 3GN.

Accounting policies

21

2.2

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard applicable in the UK and the Republic of ireland and the
Companies Act 2006.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applying the
Company's's accounting policies (see note 3).

The following principal accounting policies have been applied:
Going concern

The directors have considered the factors that impact the company's future development,
performance, cash flows and financial position along with the company’s current liquidity in forming
their opinion on the going concern basis. The directors have performed a review of forward looking
cash flow projections in making their assessment considering sensitivity analyses in the forming of
their judgement.

Post year end, the company raised £480k of short term debt to fund the transfer and development of
a new e-commerce platform and the opening of a new shop at Bicester Outlet Village. Working
capital facilities were also improved by the agreement of a £1m facility with independent financiers
and the provision of a £250k loan from the director J Deane. :

On the basis of the directors' assessment of the financial position, together with the additional
facilities put in place, the company's directors have a reasonable expectation that the company will
be able to continue in operational existence for at least twelve months from the date of signing of
these financial statements. Thus, they continue to adopt the going concern basis of accounting in
preparing the annual financial statements.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

2.

Accounting policies (continued)

2.3

24

2.5

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. Revenue is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes. The following criteria must also be met before revenue is recognised:

Sale of goods

Revenue from the sale of goods is recognised upon despatch, when all of the following conditions are
satisfied: A

. the Company has transferred the significant risks and rewards of ownership to the buyer,

) the Company retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably;

. it is probable that the Company will receive the consideration due under the transaction; and

) the costs incurred or to be incurred in respect of the transaction can be measured reliably.

|
Intangible assets '

Goodwill

Goodwill represents the difference between amounts paid on the cost of a business combination and
the acquirer's interest in the fair value of its identifiable-assets and liabilities of the acquiree at the
date of acquisition. Subsequent to initial recognition, Goodwill is measured at cost less accumulated
amortisation and accumulated impairment losses. Goodwill is amortised on a straight line basis to the
Statement of Comprehensive Income over its useful economic life.

Other intangible assets

Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible
assets are measured at cost less any accumulated amortisation and any accumulated impairment
losses.

The estimated useful lives range as follows:

Goodwill - 10  vyears
Trademarks - 10  years

Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management.

Page 15



THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

2.

Acqounting policies (continued)

2.5 Tangible fixed assets (continued)

2.6

2.7

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Leasehold property - 7 years

Plant and machinery - 4 years

Fixtures and fittings - 3 years

Computer equipment and - 3 years
software

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Statement of Comprehensive Income.

Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less
costs to complete and sell. Cost is based on the cost of purchase on a weighted averagebasis. Work
in progress and finished goods include labour and attributable overheads.

At each reporting date, stocks are assessed for impairment. If stock is impaired, the carrying amount
is reduced to its selling price less costs to complete and sell. The impairment loss is recognised
immediately in profit or loss.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that-are readily convertible to known
amounts of cash with insignificant risk of change in value.

In the Statement of Cash Flows, cash and cash equivalents are shown net of bank overdrafts that are
repayable on demand and form an integral part of the Company's cash management.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

1

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

2.

Accounting policies (continued)

2.8

2.9

Classification of financial instruments issued by the company

In accordance with FRS 102.22, financial instruments issued by the company are treated as equity
only to the extent that they meet the following two conditions:

1) they include no contractual obligations upon the company to deliver cash or other financial assets
or to exchange financial assets or financial liabilities with another party under conditions that are
potentially unfavourable to the company; and

2) where the instrument will or may be settled in the company's own equity instruments, it is either a
non-derivative that includes no obligation to deliver a variable number of the company's own equity
instruments or is a derivative that will be settled by the company's exchanging a fixed amount of cash
or other financial assets for a fixed number of its own equity instruments,

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability.
Where the instrument so classified takes the legal form of the company's own shares, the amounts
presented in these financial statements for called up share capital and share premium account
exclude amounts in relation to those shares.

Financial instruments

The company only enters into basic financial instruments transactions that result in the recognition of
financial assets and liabilities like trade and other debtors and creditors and loans to related parties.

(i) Financial assets

Basic financial assets, including trade and other debtors, and amounts due from related companies,
are initially recognised at transaction price, unless the arrangement constitutes a financing
transaction, where the transaction is measured at the present value of the future receipts discounted
at a market rate of interest.

Such assets 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 the present value of the estimated cash flows discounted at the
asset's original effective interest rate. The impairment loss is recognised in the Statement of Income
and Retained Earnings.

Investments in equity instruments are measured initially at fair value, which is normally the
transaction price. Transaction costs are excluded if the investments are subsequently measured at
fair value through the Statement of Comprehensive Income. Subsequent to initial recognition
investments that can be measured reliably are measured at fair value with changes recognised in the
Statement of Comprehensive Income. Other investments are measured at cost less impairment in
the Statement of Comprehensive Income.

(i) Financial liabilities

Basic financial liabilities, including trade and other creditors and accruals, are initially recognised at
transaction price, unless the arrangement constitutes a financing transaction, where the debt
instrument is measured at the present value of the future receipts discounted at a market rate of
interest.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

2.

Accounting policies (continued)

2.9 Financial instruments (continued)

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

'Financial liabilities are derecognised when the liability is extinguished, that is when the contractual

obligation is discharged, cancelled or expires.

2.10 Share based payments

The company issues equity settled share-based payments to certain employees and directors.

Where share options are awarded, the fair value of the options at the date of grant is charged to the
Statement of Comprehensive Income over the vesting period. Non-market vesting conditions are
taken into account by adjusting the number of equity instruments expected to vest at each Statement
of Financial Position date so that, ultimately, the cumulative amount recognised over the vesting
period is based on the number of options that eventually vest. Market vesting conditions are factored
into the fair value of the options granted. As long as all other vesting conditions are satisfied, a
charge is made irrespective of whether the market vesting conditions are satisfied. The cumulative
expense is not adjusted for failure to achieve a market vesting condition.

Where the terms and conditions of options are modified before they vest, the increase in the fair
value of the options, measured immediately before and after the modifications, is also charged to the
Statement of Comprehensive Income over the remaining vesting period.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

2, Accounting policies (continued)

2.11 Foreign currency translation
Functional and presentation currency
The Company's functional and presentational currency is sterling.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. 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 and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Statement of Comprehensive Income except when deferred in other
comprehensive income as qualifying cash flow hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the Statement of Comprehensive Income within ‘finance income or costs'. All other
foreign exchange gains and losses are presented in the Statement of Comprehensive Income within
‘other operating income'.

2.12 Finance costs

Finance costs are charged to the Statement of CompreHensive Income over the term of the debt
using the effective interest method so that the amount charged is at a constant rate on the carrying
amount. Issue costs are initially recognised as a reduction in the proceeds, of the associated capital
instrument.

2.13 Operating leases: the Company as lessee

Rentals paid under operating leases are charged to the Statement of Comprehensive Income on a
straight line basis over the lease term.

Benefits received and receivable as an incentive to sign an operating lease are recognised on a
straight line basis over the lease term, unless another systematic basis is representative of the time
pattern of the lessee's benefit from the use of the leased asset.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

Accounting policies (continued)

2.14 Pensions
Defined contribution pension plan

The Company operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the Company pays fixed contributions into a separate entity. Once the
contributions have been paid the Company has no further payment obligations.

) i
The contributions are recognised as an expense in the Statement of Comprehensive Income when
they fall due. Amounts not paid are shown in accruals as a liability in the Statement of Financial
Position. The assets of the plan are held separately from the Company in independently administered
funds.

2.15 Interest income

Interest income is recognised in the Statement of Comprehensive Income using the effective interest
method.

2.16 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the Statement
of Comprehensive Income, except that a charge attributable to an item of income and expense
recognised as other comprehensive income or to an item recognised directly in equity is also
recognised in other comprehensive income or directly in equity respectively.

The current income tax chargé is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the reporting date in the countries where the Company operates
and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Statement of Financial Position date, except that:

. The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and

. Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the reporting date.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

Judgements in applying accounting policies and key sources of estimation uncertainty

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

The following judgements which also involve estimates have been made in the process of applying the
above accounting policies:

a) Stock provisions

The Company makes a provision against slow moving stock to reduce the value of stock to its net
realisable value. Provisions are based on the expected future usage of raw materials and the likelihood of
sale of finished goods and therefore are subject to estimates and judgements by management.

b) Allocation of labour and overheads

The company allocates labour and overheads to stock. The rates used are subject to estimates and
judgements by management. The absorption rates used are calculated based on expected costs.

c) Share based payments

Certain employees have been granted share options by the company that require a fair value methodology
to value the options at the date of grant.

d) Amortisation of intangible fixed assets

The annual amortisation charge for intangible 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
reassessed annually.

e) 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
reassessed 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.

f) Deferred tax asset

The company makes a judgement as to whether or not to account for a deferred tax asset in respect of
trading losses. This is based on the expectation to be able to utilise the losses in the coming year.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

Turnover

Sales

Analysis of turnover by country of destination:

United Kingdom
Rest of Europe
Rest of the world

Operating loss

The operating loss is stated after charging:

Depreciation of tangible fixed assets
Amortisation of intangible assets, including goodwill

Exchange differences

Other operating lease rentals
Defined contribution pension cost
Stock recognised as an expense

2017 2016

£ £
11,712,859 11,079,085
11,712,859 11,079,085
2017 2016

£ £
7,010,238 6,359,323
300,878 419,016
4,401,743 4,300,746
11,712,859 11,079,085
2017 2016

£ £

760,668 669,557
8,574 8,236

(8,618) (85,565)
943,139 863,381
70,946 92,468
3,077,928 4,138,207
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

Auditors’ remuneration

Fees payable to the Company's auditor and its associates in respect

of:
Audit-related assurance services' 14,000 21,000
Taxation compliance services 2,500 5,000
16,500 26,000
Employees

Staff costs, including directors' remuneration, were as follows:
2017 2016
£ £
Wages and salaries 3,052,921 3,573,293
Social security costs 259,834 282, 568
Cost of defined contribution scheme 70,946 92,468
3,383,701 3,948,329

The average monthly number of employees, including the directors, during the year was as follows:

2017 2016

No. No.

Directors 2 2
Production 47 48
Sales 40 33
Administration 40 49
{ 129 132
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

10.

Directors' remuneration

2017 2016
£ £
Directors' emoluments 100,000 99,680
Company contributions to defined contribution pension schemes 5,000 4,583
105,000 104,263

Interest receivable
2017 2016
£ £
Other interest receivable - 2,159,738
- 2,159,738

The interest cﬁarge in the prior year resulted from a one-off reversal of accrued interest after certain
shares originally classified as liabilities were reclassified as equity, in line with the substance of the
investment. This reclassification resulted in a credit of £2,154,616 to the profit and loss account.

Interest payable and similar charges

2017 2016

£ £

Bank interest payable 261,568 182,463
261,568 182,463
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

11.

Taxation
2017 2016
£ £
Deferred tax
Origination and reversal of timing differences 58,752 (84,959)

Taxation on profit/(loss) on ordinary activities 58,752 (84,959)

Factors affecting tax charge for the year

The tax assessed for the year is lower than (2016 - lower than) the standard rate of corporation tax in the
UK of 19.75% (2016 - 20%). The differences are explained below:

2017 2016
£ £
Loss on ordinary activities before tax (745,840) (1,417,583)
Loss on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19.75% (2016 - 20%) (147,309) (283,5617)
Effects of: [
Expenses not deductible for tax purposes, other than goodwill amortisation
and impairment 573 34,681
Capital allowances for year in excess of depreciation - (3,000)
Non-taxable income (5,417) (430,923)
Other differences leading to an increase (decrease) in the tax charge 61,392 141,883
Deferred tax not recognised ‘ 149,513 455,917
Total tax charge for the year 58,752 (84,959)

Factors that may affect future tax charges

‘The company has losses of £5,410,000 (2016: £5,090,000) available to carry forward against future

trading profits. No deferred tax asset has been recognised in respect of these losses.
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

12.

Intangible assets

Cost
At 1 July 2016

At 30 June 2017
Amortisation

At 1 July 2016
Charge for the year

At 30 June 2017

Net book value

At 30 June 2017

At 30 June 2016

Trademarks Goodwill Total
£ £ £

85,784 17,300 103,084
85,784 17,300 103,084
24,882 12,753 37,635
6,300 2,274 8,574
31,182 15,027 46,209
54,602 2,273 56,875
60,902 4,547 65,449
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

13.

Tangible fixed assets

Cost or valuation
At 1 July 2016
Additions
Disposals

At 30 June 2017
Depreciation

At 1 July 2016

Charge for the year on owned
assets

At 30 June 2017

Net book value

At 30 June 2017

At 30 June 2016

Computer

Long-term . equipment

leasehold Plant and Fixtures and and
property  machinery fittings software Total
£ £ £ £ £
585,611 697,285 397,072 1,264,647 2,944,615
11,399 880 18,931 153,374 184,584
(539) - - - (539)
596,471 698,165 416,003 1,418,021 3,128,660
172,375 315,550 199,965 491,074 1,178,964
133,136 92,537 116,973 418,022 760,668
305,511 408,087 316,938 909,096 1,939,632
290,960 290,078 99,065 508,925 1,189,028

413,236 381,735 197,107 773,572

1,765,650

The net book value of assets held under finance leases or hire purchase contracts, included above, are

as follows:

Plant and machinery

2017 2016

£ £
256,938 285,754
256,938 285,754
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

14.

15.

16.

17.

Stocks

Raw materials and consumables
Work in progress (goods to be sold)
Finished goods and goods for resale

2017 2016

£ £

822,007 797,578
90,193 52,892
2,099,852 2,118,769
3,012,052 2,969,239

Stock recognised in cost of sales during the year as an expense was £3,077,928 (2016 - £4,138,207).

Debtors

Trade debtors
Other debtors
Prepayments and accrued income

Cash and cash equivalents

Cash at bank and in hand

Creditors: Amounts falling due within one year

Trade creditors

Other taxation and social security
Other creditors

Accruals and deferred income

As restated

2017 2016

£ £

386,601 292,124
34,737 55,393
751,242 588,485
1,172,580 936,002
As restated

2017 2016

£ £

431,281 1,126,944
431,281 1,126,944
2017 2016

£ £
1,616,741 1,410,712
129,820 148,254
109,047 278,346
243,525 569,777
2,099,133 2,407,089
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THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

18.

19.

Creditors: Amounts falling due after more than one year

Net obligations under finance leases and hire purchase contracts

Financial instruments .

Financial assets

Financial assets measured at amortised cost

Financial liabilities

Financial liabilities measured at amortised cost

2017 2016
£ £
79,757 -
79,757 -
2017 2016
£ £
421,337 347,516
421,337 347,516
(2,049,070) (2,258,834)
(2,049,070) (2,258,834)

Financial assets that are debt instruments measured at amortised cost comprise trade debtors and other

debtors.

Financial liabilities measured at amortised cost comprise trade creditors, other creditors, accruals and

deferred income.

Page 29



THE CAMBRIDGE SATCHEL COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

20.

Deférred taxation

At beginning of year
Charged to profit or loss

At end of year

The provision for deferred taxation is made up as follows:

Accelerated capital allowances

2017 2016
£ £
(46,526)  (131,485)
(58,752) 84,959
(105,278) (46,526)
2017 2016

£ £
(105,278) (46,526)
(105,278) (46,526)
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

21.

Share Based Payments
The Company operates a share-based payments scheme for its key employees.

The Option Plan was introduced in April 2015. Options were granted with a fixed exercise price equal to
the market price of the shares under option at the date of the grant. The contractual life of an option is 10
years. 25% of the shares issued vest one year after issue with the remaining shares vesting quarterly in
equal instalments over the following 3 years. Exercise of an option is subject to continued
employment/service provision.

A reconciliation of share option movements over the year to 30 June 2017 is shown below:

Weighted Weighted

average average

exercise exercise
price Number price Number
(pence) £ (pence) £
2017 2017 2016 2016
Outstanding at the beginning of the year 40 990,000 40 1,831,000
Granted 40 - 40 210,000
Forfeited 40 (420,000) 40 (1,050,000)

Exercised - - -

40 570,000 40 990,000

The Company is unable to directly measure the fair value of employee services received. Instead, the
options were valued using a Black Scholes model and no performance conditions were included in the fair

value calculations. The fair value per option granted and the assumptions used in the calculation are as
follows:

Options granted in year ended 30 June 2015 Options granted in year ended 30 June 2016
Grant date 30-Apr-15 Grant date 01-Jul-15
Share price at grant date £ 0.40 Share price at grant date £ 0.40
Exercise price (pence) £ 0.40 Exercise price {pence) £ 040
Shares under option 1,830,000 Shares under option 210,000
Vesting period 4 years Vesting pericd 4 years
Expected wvolatility 37% Expected wlatility 37%
Option life 10 years ’ Option life 10 years
Risk free interest rate 1.36% Risk free interest rate 1.36%
Dividend yield - Dividend yield -
Fair value per option £ 0.19 Fair value per option £ 0.19

The expected volatility is based on a benchmarking exercise against a range of listed UK campanies who
operate in a similar market to the Cambridge Satchel Company. The risk free rate of return is the yield on
a 10 year UK Gilt which is consistent with the assumed life of the option.

The charge for the year in respect of the share based payments was a credit of £27,429 (2016 expense
of £70,785) as the options expected to vest reduced due to leavers, and the credit in respect of this, was
greater than the charge for the year for the options previously granted to the remaining key employees.
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22,

23.

24,

Share capital

2017 2016
£ £
Shares classified as equity
Allotted, called up and fully paid
25,265,000 Ordinary shares of £0.0001 each 2,526 2,526
12,635,000 Series A shares of £0.0001 each 1,264 1,264

3,790 3,790

The ordinary shares of £0.0001 each and the series A shares of £0.0001 each rank pari passu in all
respects other than redemption rights and liquidation preferences and therefore constitute separate
classes of shares. The series A shares take priority in a liquidation preference and can be converted into
ordinary shares of £0.0001 each, by notice in writing to the company. The redemption or conversion of
these shares are subject to Board approval and therefore meet the requirements to be recognised as
equity under FRS 102.

Reserves

Share premium account

The share premium account includes any consideration received for share capital above the nominal
value, totalling £12,633,737. The share premium has been reduced by share issue costs totalling
£227,347.

Profit and loss account

This reserve includes all current and prior period losses.

Share based payment reserve

This reserve relates to the fair value of share options awarded by the company that are charged to the
Statement of Comprehensive Income over their vesting period. Once the options are exercised, the
reserve is reclassified to the profit and loss reserve.

Prior year adjustment

The company has made a presentational prior year adjustment to reclassify £336,936 of online merchant
accounts from other debtors to cash at bank and in hand, as this is considered a more appropriate

classification relative to the liquidity of these balances. There have been no changes to loss for the year or
to net assets as a result of this presentational prior year adjustment.
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25.

26.

27.

28.

Pension commitments

The Company operates defined contribution pension schemes for its employees. The assets of the
schemes are held separately from those of the Company in independently administered funds. The
pension cost charge represents contributions payable by the Company to the fund and amounted to
£70,947 (2016: £92,468). The unpaid contributions at the year end, included in other creditors are £7,754

(2016: £10,185).

Commitments under operating leases

At 30 June 2017 the Company had future minimum Jease payments under non-cancellable operating .

leases as follows:

2017 2016

£ £

Not later than 1 year 1,138,050 811,125
Later than 1 year and not later than 5 years 3,743,200 2,380,750
Later than 5 years ' 1,946,600 1,493,500
6,827,850 4,685,375

Post balance sheet events

Except for the successful short term funding detailed in note 2.2, there have been no other significant

events affecting the Company since the year end.

Controlling party
The ultimate controlling party of the company is the director, J Deane.

l
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