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STORMAGIC LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2021

The Directors present the strategic report of the StorMagic Group (the “Group”) for the year ended 31 March
2021. The Group consists of StorMagic Limited (the company) and its two subsidiaries - StorMagic Inc and
KeyNexus Inc.

Principal activities .

The principal activity of the business is the design, development and sale of storage and video management
software for edge computing environments. In addition to the sale of the software, the business provides
technical support services to its customers on fixed term contracts.

Review of the business and future developments

The financial year ended 31 March 2021 was characterised by some uncertainty driven by the COVID-19
pandemic. Despite this, the Group achieved year-on-year growth in respect of turnover, expanding its installed
customer base and improving the retention of existing customers. The Group also invested in sales, marketing
and products and is emerging from that period of uncertainty with further opportunities for future growth. That
investment included the hiring of a new CEO, Dan Beer, post the balance sheet date, as well as strengthening
the Board in the year under review with three non-executive directors.

The Group continues to invest in its technology assets to drive its competitive advantage. During the year the
Group completed the acquisition of a video management data system from SoleraTec LLC, which complements
its existing technologies within the storage and security sectors.

The Directors have considered the carrying value of the goodwill and intellectual property of KeyNexus Inc,
acquired in March 2020, in light of its trading performance and have written down the carrying value of the
acquired assets by £1,038,918 in line with Generally Accepted Accounting Practice (see note 12 for further
information).

Financial key performance indicators
The Group measures various financial KPls to manage and develop the business to achieve the Group’s
strategic growth objectives. The most important of these are turnover and cash.

In the period to 31 March 2021 Group Turnover increased by 15% to £6,144,414 (2020: £5,343,740). The
Group’s cash at bank balance as the balance sheet date was £1,907,097 (2020: £855,662) showing an increase
of £1,051,435.

Principal risks and uncertainties

The Group's principal risks and uncertainties relate to:

* Rapid pace of change in technology sector and associated competitive landscape including attraction
and retention of staff

* Exposure to global macroeconomic conditions e.g. COVID-19 pandemic

* Managing its cash position to ensure the optimal balance between growth and prudence

Notwithstanding these risks and uncertainties, the directors believe the Group is well placed to continue to grow
and realise its strategic goals. The Group continues to proactively invest in innovation, technology, people
culture, development and engagement, as well as business growth.




STORMAGIC LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

Financial risk management

The Group’s principal financial risks are those relating to long-term funding, liquidity and foreign exchange. The
aim of the Group's financial risk management policies are to optimise the financial performance by managing
and mitigating those risks in the most cost-effective manner.

Whilst the Group can fund its current operations from existing cash resources, the Group’s stated objective is a
growth strategy. This growth is delivered through reinvesting cash generated by the business into its technology
and operations and also by securing external funding. On 27 September 2021, the Group secured an extension
to its existing loan facility with Claret Capital Partners, an investment company specialising in provision of debt
financing to growth-stage European companies (see note 30 for information). The current debt facility was
extended by a further £2,000,000, with the option, at the lenders discretion, of an additional £2,000,000 in 2023.
These funds will allow the Group to continue to invest in its technology, sales and marketing areas to achieve its
strategic growth plans. ’ :

Additionally, as at the date of signing of these financial statements, the Group is seeking additional funding
through an equity raise of up to £4,000,000.

The Group is potentially exposed to short term liquidity risk. This risk is partially mitigated through the Group’s
invoicing methodology as customers pay in full at the point of sale, subject to agreed credit terms (which are
typically net 30 days). Additionally, the Group monitors cash flow with rolling 12-week and 18-month forecasts.

The Group has international operations and is therefore exposed to fluctuations in foreign exchange rates. To

the extent practicable, the Group employs natural hedges to manage its exposure, matching costs to economic
activity. .

On behalf of the board




STORMAGIC LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2021

The directors present the financial statements for the year ended 31 March 2021.

Principal activities . .
The principal activity of the Group and company during the period is set out in the strategic report.

Results and dividends )
The Group's pre-tax loss for the year was £2,636,647 (2020: loss £1,205,499).

No dividends were paid within the year (2020: £nil).

Research and development

The ongoing development of product and. software platforms is crucial to the success of the Group and is
regarded as part of the Group's fixed assets. Accordingly, development costs amounting to £896,257 (2020:
£810,640) were capitalised during the year.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

S Duckworth

A Monshaw

B Grainger

J Macmillan (Resigned 13 May 2021)

G Hudson-Searle (Appointed 15 April 2020)

E Thomson (Appointed 15 April 2020)

D Thomson (Appointed 1 September 2020)
G Baldock (Appointed 25 May 2021)

D Beer (Appointed 24 June 2021)
Post reporting date events

On 27 September 2021, the Group extended its current Claret Capital Partners loan facility with a further
£2,000,000, with the option at the lenders discretion for an additional £2,000,000 in 2023 (see note 30 for
additional information).

Continued impact of 'Covid-19'

At the time of approval of these financial statements, and like with many businesses, the continued existence of
Covid-19 has given rise to additional risks and uncertainty. The directors recognise that pandemic response
requires activities that go beyond normal business continuity planning, for example assessment of third-party
services used in business-critical processes and potential of mass quarantine of local staff, and have considered
these risks, taking steps and actions they consider appropriate to minimise the associated impact. These include,
but are not limited to, proactively facilitating home-working, updating business continuity plans and monitoring
cash-flow forecasts. Following its impact assessment of expected market changes, StorMagic sees reason to be
confident that this crisis will accelerate industry and market changes already underway.

Strategic report

The Group has chosen, in accordance with Companies Act 2006, s. 414C(11) to set out in the Group's strategic
report, information required by Large and Medium-sized Companies and Groups (Accounts and Reports)
Regulations 2008, Sch. 7 to be contained in the directors' report. It has done so in respect of a fair review of the
business, future developments and principal risks and uncertainties.




STORMAGIC LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

Statement of disclosure to auditor

So far as each person who was a director at the date. of approving this report is aware, there is no relevant audit
information of which the Group’s auditor is unaware. Additionally, each director has taken all the necessary steps
that they ought to have taken as a director in order to make themselves aware of all relevant audit information
and to establish that the Group’s auditor is aware of that information.

On behalf of the board

D Beer
Director

Date: .coovereeeiee el




STORMAGIC LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 MARCH 2021

The directors are responS|bIe for preparing the Group strategic report, the Directors’ report and the consolidated
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 {reland’. 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 the group and of the profit or loss of the group for
that period.

In preparing these financial statements, the directors are required to:

« select suitable accounting policies for the Grdup’s financial statements and then apply them
consistently;

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

» prepare the financial statements on the going concern basis unless it is in appropriate to presume that
the Group 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 the group 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 the group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF STORMAGIC LIMITED

Opinion

We have audited the financial statements of StorMagic Limited (the 'parent company') and its subsidiaries (the
‘group’) for the year ended 31 March 2021 which comprise the consolidated statement of comprehensive income,
the consolidated statement of financial position, the company statement of financial position, the consolidated
statement of changes in equity, the company statement of changes in equity, the consolidated statement of cash
flows and notes to the financial statements, including significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including FRS 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 group's and of the parent company's affairs as at 31 March 2021
and of the group's loss for the year then ended;
* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
* 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 thase standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the group and parent 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

In auditing the financial statements, we have concluded that the directors' use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the group's or the parent company’s
ability to continue as a going concern for a period of at least twelve months from when the financial statements
are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Other matter - prior period financial statements not audited
The company was exempt from audit in the year ended 31 March 2020 and consequently the corresponding
figures are unaudited.

Other information

The other information comprises the information included in the annual report, other than the financial statements
and our auditor's report thereon. The directors are responsible for the other information contained within the
annual report. 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.

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 course of 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 this gives rise to a material misstatement in the financial
statements themselves. 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.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF STORMAGIC LIMITED
(CONTINUED)

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:
« 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 group and the parent company and their environment
obtained in the course of the audit, we have not identified material misstatements in the strategic report or 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 by the parent company, or returns adequate for our audit
have not been received from branches not visited by us; or
« the parent company 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 directors’ responsibilities statement set out on page 5, 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 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 group's and the parent
company's ability to continue as a going concern, disclosing, as applicable, matters refated to going concern and
using the going concern basis of accounting unless the directors either intend to liquidate the group or the parent
company or to cease operations, or have no realistic alternative but to do so.

Auditor's 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 auditor's 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.

The extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities are instances of non-compliance with laws and regulations. The objectives of our audit are to obtain
sufficient appropriate audit evidence regarding compliance with laws and regulations that have a direct effect on
the determination of material amounts and disclosures in the financial statements, to perform audit procedures to
help identify instances of non-compliance with other laws and regulations that may have a material effect on the
financial statements, and to respond appropriately to identified or suspected non- compllance with laws and
regulations identified during the audit.

In relation to fraud, the objectives of our audit are to identify and assess the risk of material misstatement of the
financial statements due to fraud, to obtain sufficient appropriate audit evidence regarding the assessed risks of
material misstatement due to fraud through designing and implementing appropriate responses, and to respond
appropriately to fraud or suspected fraud identified during the audit.

However, it is the primary responsibility of management, with the oversight of those charged with governance, to
ensure that the entity's operations are conducted in accordance with the provisions of laws and regulations and
for the prevention and detection of fraud.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF STORMAGIC LIMITED
(CONTINUED)

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud, the group
audit engagement team: '

» obtained an understanding of the nature of the industry and sector, including the legal and regulatory
framework that the group and parent company operates in and how the group and parent company are
complying with the legal and regulatory frameworks;

* inquired of management, and those charged with governance, about their own identification and assessment
of the risks of irregularities, including any known actual, suspected or alleged instances of fraud;

* discussed matters about non-compliance with laws and regulations and how fraud might occur including

. assessment of how and where the financial statements may be susceptible to fraud.

As a result of these procedures we consider the most significant laws and regulations that have a direct impact
on the financial statements are FRS 102, the Companies Act 2006 and tax compliance regulations. We
performed audit procedures to detect non-compliances which may have a material impact on the financial
statements which included reviewing financial statement disclosures and reviewing tax computations prepared
by tax specialists.

The group audit engagement team identified the risk of management override of controls and revenue
recognition as the areas where the financial statements were most susceptible to material misstatement due to
fraud. Audit procedures performed included but were not limited to testing manual journal entries and other
adjustments and evaluating the business rationale in relation to significant, unusual transactions and transactions
entered into outside the normal course of business, and testing the recognition of a sample of revenue items with
reference to the relevant contractual documentation.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: https://www.frc.org.uk/auditorsresponsibilities This description forms part of our
auditor’s report.

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 an auditor's 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.

7 R Morgan

Thomas Morgan (Senior Statutory Auditor)

For and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

Hartwell House

55-61 Victoria Street

Bristol

BS1 6AD

28 January 2022




STORMAGIC LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2021

2021 2020
Notes £ £
Turmover 3 6,144,414 5,343,740
Cost of sales (459,524) (500,740)
Gross profit 5,684,890 4,843,000
Administrative expenses . (7,176,406) (5,931,222)
Impairment of goodwill 12 (1,038,918) -
Other operating income 34,852 } -
Operating loss 7 (2,495,582) (1,088,222)
Interest payable and similar expenses 10 (141,065) (117,277)
Loss before taxation (2,636,647) (1,205,499)
Tax on loss 11 269,759 262,279
Loss for the financial year '(2,366,888) (943,220)
Other comprehensive income net of taxation
Currency translation differences 266,081 (46,019)

Total comprehensive income for the year (2,100,807) . (989,239)

Total comprehensive income for the year is all attributable to the owners of the parent company.




STORMAGIC LIMITED

Company Registration No. 05706971

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2021

Fixed assets
Goodwill .
Other intangible assets

Total intangible assets

Tangible assets

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within
one year

Net current liabilities

Total assets less current liabilities
Creditors: amounts falling due after
more than one year

Net liabilities

Capital and reserves

Called up share capital

Share premium account
Share-based payment reserve
Profit and loss reserves

Total equity

The financial statements were approved by the ‘board of directors and authorised for

and are signed on its-behalf by:

G Baldock
Director

Notes

12
12

14

18

19

20

25
26
26
26

2021

3,174,564

3,174,564

149,681

3,324,245

1,535,500

1,907,097

3,442,597

(4,503,666)

(1,061,069)

2,263,176
(3,930,896)

(1,667,720)

864,506

10,706,237

1,196,252
(14,434,715)

(1,667,720)

2020

1,776,290
2,602,824

4,379,114
181,849

4,560,963

3,348,869
855,662

4,204,531

(4,973,861)

(769,330)

3,791,633
(4,572,679)

(781,046)

805,992
9,594,471
1,209,979

(12,391,488)

(781,046)

28 January 2022
issue on ............. eeeernnns

-10-



STORMAGIC LIMITED

Company Registration No. 05706971

COMPANY STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2021

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within
one year

Net current liabilities

Total assets less current liabilities
Creditors: amounts falling due after
more than one year

Net liabilities

Capital and reserves

Called up share capital

Share premium account
Share-based payment reserve
Other reserves

Profit and loss reserves

Total equity

Notes

12
14
15

18

19

20

25
26
26
26
26

2021

2,626,976
50,497
321,849
2,999,322

2,176,328

1,661,456

3,837,784

(4,263,571)

(425,787)

2,573,535
(3,930,896)

(1,357,361)

864,506
10,706,237
875,091
321,161

(14,124,356)

(1,357,361)

2020
as restated
£ £
1,921,874
69,351
1,756,608
3,747,833
4,104,500
252,173
4,356,673
(4,373,517)
(16,844)
3,730,989
(4,280,505)
(549,516)
805,992
9,594,471
936,294
273,685

(12,159,958)

© (549,516)

As permitted by s408 Companies Act 2006, the company has not presented its own profit and loss account and
related notes as it prepares group accounts. The company'’s loss for the year was £1,964,398 (2020: £887,057).

28 January 2022

The financial statements were approved by the board of directors and authorised for issue on ................0.......

and are signed on its behalf by:

G Baldock
Director

-11-



STORMAGIC LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2021

Notes
Balance at 1 April 2019 ’

Year ended 31 March 2020:

Loss for the year

Other comprehensive income net of
taxation:

Currency translation differences

Total comprehensive income for the year
Issue of share capital 25
Share-based payments

Balance at 31 March 2020

Year ended 31 March 2021:
Loss for the year

Other comprehensive income net of
taxation:

Currency translation differences

Total comprehensive income for the year
Issue of share capital 25
Share-based payments

Share-based payment transfer

Balance at 31 March 2021

Share Share Share- Profitand Total
capital premium based loss
account payment reserves
reserve
£ £ £ £ £
743,491 9,015,551 1,086,343 (11,402,249) (556,864)
. - - (943,220) (943,220)
- - - (46,019) (46,019)
- - - (989,239) (989,239)
62,501 578,920 - - 641,421
- - 123,636 - 123,636
805,992 9,594,471 1,209,979 (12,391,488) (781,046)
- - - (2,366,888) (2,366,888)
- - - 266081 266,081
- - - (2,100,807) (2,100,807)
58,514 1,111,766 - - 1,170,280
- - 43,853 - 43,853
- - (57,580) 57,580 -
864,506 10,706,237 1,196,252 (14,434,715) (1,667,720)

-12-



STORMAGIC LIMITED

\f:

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2021

Notes
Balance at 1 April 2019

Year ended 31 March 2020:
Loss and total
comprehensive income

for the year

Issue of share capital 25
Share-based payments

Balance at 31 March 2020

Year ended 31 March 2021:
Loss and total
comprehensive income

for the year

Issue of share capital 25
Share-based payments

Balance at 31 March 2021

Share Share Share- Other Profit and Total
capital premium based reserves loss
account payment _reserves
reserve
£ £ £ £ £ £
743,491 9,015,551 906,127 180,216 (11,272,901)  (427,516)
- - - - (887,057) (887,057)
62,501 578,920 - - - 641,421
- - 30,167 93,469 - 123,636
805,992 9,594,471 936,294 273,685 (12,159,958) (549,516)
- - - - (1,964,398) (1,964,398)
58,514 1,111,766 - - - 1,170,280
- - (61,203) 47 476 - (13,727)
864,506 10,706,237 875,091

321,161 (14,124,356) (1,357,361)

-13-



STORMAGIC LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2021

Notes

Cash flows from operating activities

Cash generated from operations 27
Interest paid

Income taxes (paid)/refunded

Net cash inflow from operating activities

Investing activities

Purchase of subsidiary - net of cash acquired
Purchase of trade and assets - net of cash acquired
Capitalisation of development costs

Purchase of tangible fixed assets

Net cash used in investing activities
Financing activities

Proceeds from issue of shares
Drawdown of borrowings

Repayment of borrowings

Net cash (used in)/generated from financing
activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Effect of foreign exchange rates

Cash and cash equivalents at end of year

2021

£ £
3,019,895
(141,065)
2,878,830
(90,041)
(896,257)
(27.664)
(1,013.962)
(872.619)
(872.619)
992,249
855,662
59,186

1,907,097

2020
£ £
343,766
(117,277)
297,501
523,990
17,589
(812,340)
(46,973)
(841,724)
641,421
706,048
(158,160)
1,189,309
871,575
18,405
(34,318)

855,662

14 -



STORMAGIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2021

1 Accounting policies

Company information

StorMagic Limited (“the company”) is a private company limited by shares and is registered and
incorporated in England and Wales. The registered office is The Quadrant, 2430/2440 Aztec West,
Almondsbury, Bristol, BS32 4AQ.

The Group consists of StorMagic Limited and all of its subsidiaries.

The company’'s and the Group's principal activities and nature of its operations are disclosed in the
Directors' Report.

Accounting convention ‘

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

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention. The principal
accounting policies adopted are set out below.

The company is a qualifying entity for the purposes of FRS 102, being a member of a group where the
parent of that group prepares publicly available consolidated financial statements, including this company,
which are intended to give a true and fair view of the assets, liabilities, financial position and profit or loss
of the group. The company has therefore taken advantage of exemptions from the following disclosure
requirements for parent company information presented within the consolidated financial statements:

« Section 4 ‘Statement of Financial Position’: Reconciliation of the opening and closing number of
shares;

» Section 7 ‘Statement of Cash Flows’: Presentation of a statement of cash flow and related notes
and disclosures; )

« Section 11 ‘Basic Financial Instruments’ and Section 12 ‘Other Financial Instrument Issues”
Carrying amounts, interest income/expense and net gains/losses for each category of financial
instrument; basis of determining fair values; details of collateral, loan defaults or breaches, details
of hedges, hedging fair value changes recognised in profit or loss and in other comprehensive
income;

* Section 26 'Share based Payment: Share-based payment expense charged to profit or loss,
reconciliation of opening and closing number and weighted average exercise price of share
options, how the fair value of options granted was measured, measurement and carrying amount
of liabilities for cash-settled share-based payments, explanation of modifications to arrangements;

» Section 33 ‘Related Party Disclosures’: Compensation for key management personnel.

-15-



STORMAGIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

1 Accounting policies ({Continued)

BaS|s of consolidation

The consalidated financial statements incorporate those of StorMagic Limited and all of |ts subsidiaries (i.e.
entities that the group controls through its power to govern the financial and operating policies so as to
obtain economic benefits). Subsidiaries acquired during the year are consolidated using the purchase
method. Their results are incorporated from the date that control passes.

All financial statements are made up to 31 March 2021. Where necessary, adjustments are made to the
financial statements of subsidiaries to bring the accounting policies used into line with those used by other
members of the group.

All intra-group transactions, balances and unrealised gains on transactions between group companies are
eliminated on consolidation. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

The cost of a business combination is the fair value at the acquisition date of the assets given, equity
instruments issued and liabilities incurred or assumed, plus costs directly attributable to the business
combination. The excess of the cost of a business combination over the fair value of the identifiable assets,
liabilities and contingent liabilities acquired is recognised as goodwill.

The cost of the combination includes the estimated amount of contingent consideration that is probable
and can be measured reliably, and is adjusted for.changes in contingent consideration after the acquisition
date. _

Provisional fair values recognised for business combinations in previous periods are adjusted
retrospectively for final fair values determined in the 12 months following the acquisition date.

Related party transactions )
The Group has taken advantage of the exemption available under Section 33 of FRS 102 and- have not
disclosed details of transactions or balances with wholly-owned group companies.

Going concern

In the year, the Group made a loss before tax of £2,636,647 which includes a one-off impairment to
goodwill of £1,038,918 and has a net current liability position of £1,061,069. The business continues to
develop its products for market and to grow its installed customer base. As mentioned in the Strategic
Report, the directors have commenced raising additional funds through equity.

To the date of the signing of these accounts, the business continues to trade satisfactorily with no
significant adverse cash flow impact.

On 27 September 2021, the Group extended its current Claret Capital Partners loan facility with a further
£2,000,000, with the option at the lenders discretion for an additional £2,000,000 in 2023 (see note 30 for
additional information).

Additionally, as at the date of signing these financial statements, the Group is seeking an additional equity
raise of up to £4,000,000.

The Directors, having taken these steps, believe that the business has sufficient prospect of trade and
cash reserves to continue to trade for a period of no less than twelve months from the approval of these
accounts. Given the position of the Group at the year end and since then, together with the Group's growth
plans, the Directors have prepared these accounts on a going concern basis, and are satisfied that the
Group will be able to meet its cash out-flows as they fall due for a period of not less than 12 months from
approval of these financial statements.
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STORMAGIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

1 Accounting policies (Continued)

Turnover _

Turnover is recognised at the fair value of the consideration received or receivable for goods and services
provided in the normal course of business, and is shown net of VAT and other sales related taxes. The fair
value of consideration takes into account trade discounts, settlement discounts and volume rebates.

Turnover from the sale of software licences is recognised when: the significant risks and rewards of
ownership of the goods have passed to the buyer (usually on delivery of the licence); the amount of
turnover can be measured reliably and it is probable that economic benefits associated with the transaction
will flow to the entity; and the costs incurred or to be incurred in respect of the transaction can be
measured reliably. ’ ‘

Turnover from contracts for the provision of maintenance and support services is recognised over the term
of the contract. Typically, consideration for the services is received in advance. This is recognised as
deferred income and released to the statement of comprehensive income on a straight line basis over the
contract term.

When a sale is made through a reseller, turnover is recognised at the fair value of the net consideration
received, being the royalty receivable from the reseller. Resellers are deemed to control the relationship
with the end user, resulting in them acting as the principal in the transaction.

Research and development expenditure

Research expenditure is written off against profits in the year in which it is incurred. ldentifiable
development expenditure is capitalised to the extent that the technical, commercial and financial feasibility
can be demonstrated.

Intangible fixed assets - goodwill

Goodwill represents the excess of the cost of acquisition of a business over the fair value of net assets
acquired. It is_initially recognised as an asset at cost and is subsequently measured at cost less
accumulated amortisation and accumulated impairment losses. Goodwill is considered to have a finite
useful life and is amortised on a systematic basis over its expected life, which is 5 years.

For the purposes of impairment testing, goodwill is allocated to the cash-generating units expected to
benefit from the acquisition. Cash-generating units to which goodwill has been allocated are tested for
impairment at least annually, or more frequently when there is an indication that the unit may be impaired.
If the recoverable amount of the cash-generating unit is less than the carrying amount of the unit, the
impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and
then to the other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit.

Intangible fixed assets other than goodwill

Intangible assets acquired separately from a business are recognised at cost and are subsequently
measured at cost less accumulated amortisation and accumulated impairment losses.

Intangible assets acquired on business combinations are recognised separately from goodwill at the
acquisition date where it is probable that the expected future economic benefits that are attributable to the
asset will flow to the entity and the fair value of the asset can be measured reliably; the intangible asset
arises from contractual or other legal rights; and the intangible asset is separable from the entity.
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STORMAGIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021 ‘

1 Accounting policies (Continued)

Amortisation is recognised so as to write off the cost of assets less their residual values over their useful
lives on the following bases:

Software licences 5 years
Development costs 5 years
Patents and trademarks 10 years
Intellectual property S years

. Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost, net of depreciation
and any impairment losses.

Depreciation is recognised so as to write off the cost of assets less their residual values over their useful
lives on the following bases:

Leasehold improvements 15% reducing balance
Fixtures and fittings 15% reducing balance
Computer equipment 33% straight line

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to profit or loss.

Fixed asset investments

In the separate accounts of the company, interests in subsidiaries, are initially measured at cost and
subsequently measured at cost less any accumulated impairment losses. The investments are assessed
for impairment at each reporting date and any impairment losses or reversals of impairment losses are
recognised immediately in profit or loss.

A subsidiary is an entity controlled by the group. Control is the power to govern the financial and operating ..

policies of the entity so as to obtain benefits from its activities.

Impairment of fixed assets

At each reporting period end date, the group reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an
individual asset, the company estimates the recoverable amount of the cash-generating unit to which the
asset belongs.

The carrying amount of the investments accounted for using the equity method is tested for impairment as
a single asset. Any goodwill included in the carrying amount of the investment is not tested separately for
impairment.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease.
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STORMAGIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

1 Accounting policies (Continued)

Cash and cash equivalents
Cash and cash equivalents are basic fi nancnal instruments and include cash in hand, deposits held at call
with banks and bank overdrafts.

Financial instruments
The group has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section 12
‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial |nstruments are recognised when the group becomes party to the contractual provisions of the
instrument.

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

Basic financial assets

Basic financial assets, which include trade and other debtors and cash and bank balances, are initially
measured at transaction price including transaction costs and are subsequently carried at amortised cost
using the effective interest method unless the arrangement constitutes a financing transaction, where the
financial asset is measured at the present value of the future receipts discounted at a market rate of
interest.

Classification of financial liabilities

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 group after deducting all of its liabilities.

Basic financial liabilities

Basic financial liabilities, including trade and other creditors, bank loans and other loans 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 payments discounted at a market rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Equity instruments

Equity instruments issued by the group are recorded at the fair value of proceeds received, net of
transaction costs. Dividends payable on equity instruments are recognised as liabilities once they are no
longer at the discretion of the group. For the time being the group has no plans to pay dividends.

Taxation
The tax expense represents the sum of the current tax expense and deferred tax expense. Current tax
assets are recognised when tax paid exceeds the tax payable.

Current and deferred tax is charged or credited to profit or loss, except when it relates to items charged or
credited to other comprehensive income or equity, when the tax follows the transaction or event it relates to
and is also charged or credited to other comprehensive income, or equity.

Current tax assets and current tax liabilities and deferred tax éssets and deferred tax liabilities are offset, if
and only if, there is a legally enforceable right to set off the amounts and the entity intends either to settle
on the net basis or to realise the asset and settle the liability simultaneously.

Current tax is based on taxable profit for the year. Current tax assets and liabilities are measured using tax
rates that have been enacted or substantively enacted by the reporting date.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

1 Accounting policies (Continued)

Deferred tax

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled based on tax rates that have been enacted or substantively enacted by the
reporting date.

Deferred tax liabilities are recognised in respect of all timing differences that exist at the reporting date.
Timing differences are differences between taxable profits and totali comprehensive income that arise from
the inclusion of income and expenses in tax assessments in different periods from their recognition in the
financial statements. Deferred tax assets are recognised only to the extent that it is probable that they will
be recovered by the reversal of deferred tax liabilities or other future taxable profits.

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 or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services
are received.

Retirement benefits » . .
For defined contribution schemes the amount charged to profit or loss is the contributions payable in the
year. Differences between contributions payable in the year and contributions actually paid are shown as
either accruals or prepayments.

Share-based payments

Equity-settled share-based payments are measured at fair value at the date of grant by reference to the
fair value of the equity instruments granted using the Black-Scholes model. The fair value determined at
the grant date is expensed on a straight-line basis over the vesting period, based on the estimate of shares
that will eventually vest. A corresponding adjustment is made to equity.

The expense in relation to options over the parent company's shares granted to employees of a subsidiary
is recognised by the company in other reserves and presented as an increase in the company's investment
in the subsidiary.

Leases

Rentals payable under operating leases, including any lease incentives received, are charged to profit or
loss on a straight line basis over the term of the relevant lease.

Government grants
Government grants are recognised at the fair value of the asset received or receivable when there is
reasonable assurance that the grant conditions will be met and the grants will be received.

‘Government grants received in the year are towards staff wage costs under the job retention scheme
during COVID-19. The grant is recognised as other operating income over the period necessary to match
with the related wage expense.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

1 Accounting policies (Continued)

Foreign exchange
Transactions in currencies other than the functlonal currency (foreign currency) are |nmally recorded at the
exchange rate prevailing on the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange
ruling at the reporting date. Non-monetary assets and liabilities denominated in foreign currencies are
translated at the rate ruling at the date of the transaction, or, if the asset or liability is measured at fair
value, the rate when that fair value was determined.

All translation differences are taken to profit or loss, except to the extent that they relate to gains or losses
on non-monetary items recognised in other comprehensive income, when the related translation gain or
loss is also recognised in other comprehensive income.

Assets and liabilities of overseas subsidiaries (including goodwill and fair value adjustments in relation to
overseas subsidiaries) are translated into the group's presentation currency at the rate ruling at the
reporting date. Income and expenses of overseas subsidiaries are translated at the average rate for the
year as the directors consider this to be a reasonable approximation to the rate on the transaction date.
Translation differences are recognised in other comprehensive income and accumulated in equity.

2 Judgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount 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 resuits 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 where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods.

Critical judgements
The following judgements (apart from those involving estimates) have had the most significant effect on
amounts recognised in the financial statements:

Share-based payments

The fair value of share-based payments is measured using the Black-Scholes model which inherently
makes use of significant estimates and assumptions concerning the future. Such estimates and
assumptions include the expected life of the options and the number of employees that will achieve the
vesting conditions. Further details of the share option scheme are given in note 6.

Revenue recoghnition - principal vs agent

Where turnover is generated through a reseller arrangement, the Group recognises the net amount
receivable, being the royalty receivable. Management have reviewed the contracting arrangements with
resellers and considered the guidance in the accounting standards. The judgement reached by
management is that the reseller is the principal in their relationship with the user of the product. A key factor
is the reseller is deemed to control the relationship with the user of the software. Accordingly, the net
revenue receivable from the reseller (being the royalty payable) is recognised as revenue in the accounts
of the Group.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

2 Judgements and key sources of estimation uncertainty (Continued)

Key sources of estimation uncertainty

The estimates and assumptions which have a significant risk of causing a material adjustment to the
carrying amount of assets and liabilities are as follows:

Intangible assets, goodwill and tangible assets

The recoverable amount of goodwill and other intangible assets is based on value in use which requires
estimates in respect of the allocation of goodwill to cash generating units, the future cash flows and an
appropriate discount rate. The key inputs to the value in use calculations are the discount rate and future
earnings growth. Impairment tests carried out have resulted in the impairment of goodwill of £1,038,918.

The assessment of useful economic lives, residual values and the method of depreciating and amortising
fixed assets requires judgement. Depreciation and amortisation are charged to profit or loss based on the
useful economic life selected, which requires an estimation of the period over which the Group expects to
consume the future economic benefits embodied in the assets. The carrying value of intangible and
tangible assets in the Group at the year end was £3,174,564 and £149,681 respectively.

Contingent consideration )
For business combinations, the Group estimates the fair value of the consideration transferred, which
includes assumptions about the future performance of the business acquired and whether the business will

meet specified conditions. These fair values are based on future revenues of the. acquired business and an
agreed value per share.

3 Turnover and other revenue

2021 2020
£ £

Turnover analysed by class of business
Sale of goods 2,955,475 3,009,683
Sale of services 3,188,939 2,334,057

6,144,414 5,343,740

2021 2020
) £ £

Turnover analysed by geographical market
United Kingdom 305,919 87,999
Europe . 1,416,097 358,677
United States of America 2,658,567 3,362,617
Rest of World : 1,763,831 1,634,447

6,144,414 5,343,740
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3 Turnover and other revenue {Continued)

Other income
Grants received

2021
£

34,852

2020

During the year £34,852 was received from the UK Government under the Coronavirus

Scheme.

4 Employees

The average monthly number of persons (including directors) employed during the year was:

Job Retention

Group Company
2021 2020 2021 2020
Number Number Number Number
Total 67 54 47 44

Their aggregate remuneration comprised:

Group Company
2021 2020 2021 2020
£ £ £ £
Wages and salaries ’ 4,431,899 3,666,563 2,115,695 2,315,516
Sacial security costs 425,278 298,872 306,301 231,853
Pension costs 179,949 118,079 127,692 95,872
5,037,126 4,083,514 2,549,688 2,643,241

5 Directors' remuneration

) 2021 2020
£ £
Remuneration for qualifying services 663,462 510,053
Company pension contributions to defined contribution schemes 1,834 9,661
Compensation for loss of office - 125,000
665,296 644,714
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5 Directors' remuneration (Continued)

Remuneration disclosed above includes the following amoﬁnts paid to the highest paid director:

2021 2020
£ £
Remuneration for qualifying services 379,707 . 266,148

Some directors have received shares in lieu of salary, see note 31 for further details.

The number of directors who exercised sharg options during the year was: 0 (2020: 1)

6 Share-based payment transactions

Group Number of share options Weighted average exercise
price

2021 2020 2021 2020

Number ~ Number £ £

Qutstanding at start of year ‘ 1,458,386 1,714,719 1.15 1.15

Granted 304,000 92,000 2.00 2.00

Exercised - (278,333) - 1.20

Expired (263,045). (70,000) 1.54 1.50

Outstanding at end of year 1,499,341 1,458,386 1.26 1.15

Exercisable at end of year 1,120,786 1,074,386 1.10 1.10

Group Company
2021 2020 2021 2020
£ £ £ £

Expenses recognised in the year
Arising from equity settled share-based ) .
payment transactions 43,853 123,636 (61,203) 30,167
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7

10

1

Operating loss

Operating loss for the year is stated after charging/(crediting):

Exchange differences apart from those arising on financial instruments
measured at fair value through profit or loss

Government grants

Depreciation of owned tangible fixed assets
Amortisation of intangible assets
Impairment of goodwill

Share-based payments

Operating lease charges

Auditor’'s remuneration

Fees payable to the company's auditor and associates:

For audit services
Audit of the financial statements of the group and company

For other services
All other non-audit services

Research and development expenditure

During the year, the Group incurred research and development costs of £896,257 (2020: £810,640).

Interest payable and similar expenses
Interest on bank overdrafts and loans
Other interest on financial liabilities

Total finance costs

Taxation

Current tax
UK corporation tax on losses for the current period
Foreign current tax on profits for the current period

Total current tax

2021 2020

£ £

408,790 34,880

(34,852) -

61,383 47,826

1,510,892 1,020,541

1,038,918 -

43,853 123,636

114,106 77179

2021

£

39,000

12,725

2021 2020

£ £

20 568

141,045 116,709

141,065 117,277

2021 2020

£ £
(248,440)  (268,233)

1,420 5,954

(247,020)

(262,279)
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1

Taxation (Continued)

Deferred tax
Origination and reversal of timing differences (22,739)

Total tax credit (269,759)

(262,279)

The total tax credit for the year included in the income statement can be reconciled to the loss before tax

multiplied by the standard rate of tax as follows:

2021 2020

£ £
Loss before taxation (2,636,647) (1,205,499)
Expected tax credit based on the standard rate of corporation tax in the UK
of 19.00% (2020: 19.00%) - (500,963) (229,045)
Tax effect of expenses that are not deductible in determining taxable profit 326,308 17,192
Tax effect of income not taxable in determining taxable profit (11,126) -
Change in unrecognised deferred tax assets 54,686 64,991
Research and development tax credit (221,375) (198,662)
Surrender of tax losses for research and development expenditure 92,762 83,245
Foreign tax . 1,420 -
Differences in tax rates (11,471) -
Taxation credit (269,759) (262,279)
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12 Intangible fixed assets

Group Goodwill Software Development Patents and Intellectual . Total
licences costs trademarks property
£ £ £ £ £ £
Cost
At 1 April 2020 1,776,290 67,238 6,023,342 40,903 619,310 8,527,083
Additions - internally
developed - - 896,257 - - 896,257

Additions - business
combinations - - - 830,268 830,268

- (2,007,744) - - (2,007,744)

Disposals -

Adjustment (see note 15) (382,114) - - - - - (382,114)
Exchange adjustments - 302 - 547 - 849
At 31 March 2021 1,394,176 67,540 4,911,855 41,450 1,449,578 7,864,599
Amortisation and impairment

At 1 April 2020 - 10,410 4,136,308 1,251 - 4,147,969
Amortisation charged for )

the year 355,258 16,403 982,371 2,656 154,204 1,510,892
Impairment losses 1,038,918 - - - - 1,038,918
Disposals - - (2,007,744) - - (2,007,744)
At 31 March 2021 1,394,176 26,813 3,110,935 3,907 154,204 4,690,035
Carrying amount

At 31 March 2021 - 40,727 1,800,920 37,543 1,295,374 3,174,564
At 31 March 2020 1,776,290 56,828 1,887,034 39,652 619,310 4,379,114

With respect to goodwill, the Directors have assessed its carrying value and concluded that an impairment
of £1,038,918 is appropriate given the performance of the acquired product and the likelihood of the
business to meet certain targets resulting in the non-performance of tranche conditions forming part of the
deferred consideration.
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12 Intangible fixed assets (Continued)

Company Software Development Patents and Intellectual Total
licences costs  trademarks property
£ £ £ £ £ .

Cost

At 1 April 2020 45,250 6,023,342 1,251 - 6,069,843
Additions - internally developed - 896,257 - - 896,257
Additions - business combinations - - - 830,268 830,268
Disposals - (2,007,744) - - (2,007,744)
At 31 March 2021 45250 4,911,855 1,251 830,268 5,788,624

Amortisation and impairment

At 1 April 2020 10,410 4,136,308 1,251 - 4,147,969
Amortisation charged for the year 8,710 982,371 - 30,342 1,021,423
Disposals - (2,007,744) - - (2,007,744)
At 31 March 2021 4 19,120 3,110,935 1,251 30,342 3,161,648

Carrying amount :
At 31 March 2021 26,130 1,800,920 - 799,926 2,626,976

At 31 March 2020 34,840 1,887,034 - - 1,921,874

More details on the Intellectual property addition of £830,268 can bé found in note 17.
The amortisation charge for the year is included within administrative expenses.
" 13 Impairments

Impairment tests have been carried out which has resuited in an impairment in respect of goodwill of
£1,038,918 (2020: £nil). This has been recognised in the profit and loss account in administrative
expenses.
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14 Tangible fixed assets

Group Leasehold Fixtures and Computer Total
improvements fittings equipment

£ £ £ £
Cost .
At 1 April 2020 109,237 79,566 412,505 601,308
Additions - - 27,664 27,664
Exchange adjustments 1,506 - 87 1,593
At 31 March 2021 110,743 79,566 440,256 630,565

Depreciation and impairment
At 1 April 2020 - 43,552 375,907 419,459
Depreciation charged in the year 20,136 6,431 34,816 61,383

Exchange adjustments - - 42 42
At 31 March 2021 20,136 49,983 410,765 480,884
. Carrying amount
At 31 March 2021 90,607 29,583 29,491 149,681
At 31 March 2020 109,237 36,014 36,598 181,849
Company Fixtures and . Computer Total
fittings equipment

£ £ £
Cost
At 1 April 2020 79,566 406,163 485,729
Additions - 20,674 20,674
At 31 March 2021 ’ 79,566 426,837 506,403

Depreciation and impairment

At 1 April 2020 43,552 372,826 416,378
Depreciation charged in the year 6,431 33,097 39,528
At 31 March 2021 49,983 405,923 455,906

Carrying amount
At 31 March 2021 29,583 20,914 50,497

At 31 March 2020 36,014 33,337 69,351
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15 Fixed asset investments
Group Company
. 2021 2020 2021 2020
Notes £ £ £ £
Investments in subsidiaries 16 - - 321,849 1,756,608
Movements in fixed asset investments
Company Shares in
group .
undertakings
£
Cost
At 1 April 2020 1,756,608
Additions 105,069
Adjustments to cost (439,707)
At 31 March 2021 1,421,970
Impairment .
At 1 April 2020 -
Impairment losses 1,100,121
At 31 March 2021 1,100,121
‘Carrying amount
At 31 March 2021 321,849
At 31 March 2020 1,756,608
Amounts of £105,069 (2020: £93,469) were recognised as an increase to cost of investments in respect of
equity settled share-based payments granted to employees of group entities.
Adjustments to cost of investments of £439,707 (2020: £nil) represent: (i) the non-performance of deferred
consideration conditions, which formed part of the cost of the acquisition of KeyNexus Inc totalling
£382,114, and (i) the lapsing of share-based payments granted to employees totalling £57,593.
The company fully impaired its investment in KeyNexus Inc in line with the annual impairment review. As a
result, an impairment charge of £1,100,121 was recognised in the profit and loss account of the company.
Subsidiaries

.16

Details of the company's subsidiaries at 31 March 2021 are as follows:

Name of undertaking Registered office Nature of business Class of % Held
shares held Direct
Stormagic Inc 525 North Tryon Street, Suite 1600, Storage and security Ordinary 100.00
Charlotte, NC 28202 . products for edge
’ computing
KeyNexus Inc 2900-550 Burrard Street, Vancouver, Encryption-key storage  Ordinary 100.00

B.C., Canada, V6C 0A3 and provisioning services
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17  Acquisition

On 11 January 2021 the Group acquired the trade and assets of SoleraTec LLC for consideration of

£810,041.

Net assets acquired
Intangible assets

Property, plant and equipment
Trade and other payables
Total identifiable net assets

Goodwill

Total consideration

The consideration was satisfied by:

Issue of shares
Contingent consideration
Other costs

. Intangible assets acquired represents the value of intellectual property acquired.

. Book Value Adjustments

Fair Value

£ £ £

- 830,268 830,268

1,290 (1,290) -
(20,227) - (20,227)
(18,937) 828,978 810,041
810,041

£

400,000

320,000

90,041

810,041

The consideration paid includes contingent consideration which is included within creditors and split
between due within one year and over one year. Contingent consideration has been fair valued and will
only be paid on the meeting of certain conditions.

18 Debtors

Amounts falling due within one year:

Trade debtors )
Corporation tax recoverable

Amounts owed by group undertakings

Other debtors
Prepayments and accrued income

Deferred tax asset (note 22)

Group Company
2021 2020 2021 2020
£ £ £ £
572,396 2,719,645 570,798 2,716,994
567,135 268,233 567,135 268,233
- - 828,015 802,239
117,881 85,224 31,929 80,008
255,350 275,767 178,451 237,026
1,512,762 3,348,869 2,176,328 4,104,500
22,738 - - -
1,535,500 3,348,869 2,176,328 4,104,500
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. 20

Debtors (Continued)

Amounts owed by group undertakings incur an interest rate of 3.5% and are repayable at terms agreed
between the group entities.

Creditors: amounts falling due within one year

Group Company
2021 2020 2021 2020
as restated
Notes £ £ £ £
Other borrowings 21 965,538 920,712 635,747 628,538
Trade creditors . 258,378 317,731 202,921 281,794
Amounts owed to group undertakings - - 241,508 -
Corporation tax payable 23,241 - - -
Other taxation and social security 67,239 75,050 67,239 75,050
Deferred income 23 2,743,115 2,287,477 2,739,327 2,267,233
Other creditors 128,104 636,992 128,093 623,343

Accruals and deferred income 318,051 735,899 248,736 497,559

4,503,666 4,973,861 4,263,571 4,373,517

Included within other creditors is the fair value of the deferred consideration on the acquisition of KeyNexus
Inc which occurred in. the prior year. Deferred consideration of £9,759 (2020: £609,975) is payable within
one year and £nil (2020: £492,306) is payable within two years.

Also included within other creditors due within one year is the fair vatue of the deferred consideration in
relation to deferred consideration in relation to the acquisition of the trade and assets of SoleraTec LLC.
£120,000 is payable within one year and £200,000 is payable within two years.

Amounts owed to group undertakings incur an interest rate of 3.5% and are repayable at terms agreed
between the group entities under no formal agreement.

During the year ended 31 March 2021, the Directors reviewed the classification and ageing analysis of loan
notes owed by the company resulting in a reclassification between other creditors and other borrowings.
The restatement for the comparative period has resulted in the following: other creditors due within one
year have been reduced from £838,193 to £623,343, other borrowings due within one year have increased
from £521,113 to £628,538 and other borrowings due in over one year have increased from £952,443 to
£1,059,868.

Creditors: amounts falling due after more than one year

‘Group Company
2021 2020 2021 2020
as restated
Notes £ £ £ £
Other borrowings 21 434,597 1,352,042 434,597 1,059,868
Deferred income 23 3,296,299 2,728,331 3,296,299 2,728,331

Other creditors 200,000 492,306 200,000 492,306

3,930,896 4,572,679 | 3,930,896 4,280,505
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Borrowings
Group . Company

2021 2020 2021 2020
as restated
£ ' £ £ £
Other loans 1,400,135 2,272,754 1,070,344 1,688,406
Payable within one year 965,538 920,712 635,747 628,538
Payable after one year 434,597 1,352,042 434 597 - 1,059,868

The long-term loans are secured by fixed and floating charges over all of the assets of the company.

On 18 July 2018, the company entered into a fixed term loan facility agreement for £2,000,000 with Harbert
European Speciality Lending Company Il SARL (now called Claret European Speciality Lending Company
Il SARL). The loan is repayable over 4.5 years in fixed monthly instalments with the last instalment falling
due December 2022 and is secured across all of the company's assets. Interest is charged at 11% per
annum. £986,064 was drawn in July 2018, £249,529 in September 2019 and £456,519 in December 2019.
A condition precedent of the loan agreement was for the company to issue 152,492 warrant shares with an
exercise period of 10 years and a subscription price per share of par, £0.10.

Also included in other loans are loan notes issued as part of the acquisition of KeyNexus Inc. The loan
notes are repayable over 2 years and no interest is charged. As at 31 March 2021, £437,216 was
outstanding and fully due within one year (2020: £799,198 outstanding of which £399,599 was due within
one year and £399,599 was due in over one year).

" Deferred taxation

The major deferred tax liabilities and assets recognised by the group and company are:

Assets Assets

2021 2020

Group £ £
Short term timing differences 22,738 -

The company has no deferred tax assets or liabilities.

Group Company

2021 2021
Movements in the year: £ £
Asset at 1 April 2020 - -
Credit to profit or loss . (22,738) -

Asset at 31 March 2021 (22,738) -
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25

Deferred taxation (Continued)

The deferred tax asset set out above is recognised by a subsidiary within the group and is expected to
reverse within 12 months and relates to short term timing differences.

The company and group has further deferred tax assets of £1,173,798 (2020: £1,133,053) of which
£356,734 (2020: £378,333) is recognised and offset against deferred tax liabilities arising from fixed asset
timing differences.

At the year end, the company and group has unrecognised deferred tax assets of £817,064 (2020:
£754,720) arising from tax losses which, based on the uncertainty of utilisation, have not been recognised.

Deferred income

Group Company
2021 2020 2021 2020
£ £ £ £
Deferred income 6,039,414 5,015,808 6,035,626 4,995,564

Deferred income is included in the financial statements as follows:

Current liabilities 2,743,115 2,287,477 2,739,327 2,267,233
Non-current liabilities 3,296,299 2,728,331 3,296,299 2,728,331

6,039,414 5,015,808 6,035,626 4,995,564

Retirement benefit schemes

2021 2020
Defined contribution schemes £ £
Charge to profit or loss in respect of defined contribution schemes 179,949 118,079

A defined contribution pension scheme is operated for all qualifying employees. The assets of the scheme
are held separately from those of the group in an independently administered fund.

At 31 March 2021, included within other creditors, there were unpaid pension contributions of £21,683
(2020: £27,078).

Share capital
Group and Company
2021 2020 2021 2020
Ordinary share capital Number Number £ £
Issued and fully paid
Ordinary voting of 10p each 8,645,061 8,059,921 864,506 805,992

Ordinary shares carry full rights to vote, receive distributions and to the return of capital on a winding up. All
shares rank equally.
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26

The following shares were issued by the Company:

On 22 May 2020, 334,400 Ordinary Voting shares of 10p were issued with a premium of £1.90 each as part
of the consideration for the acquiisition of KeyNexus Inc.

On 11 January 2021, 200,000 Ordinary Voting shares of 10p were issued with a premium of £1.90 each as
part of the consideration for the acquisition of the trade and assets of SoleraTec LLC.

On 26 March 2021, 18,240 Ordinary Voting shares of 10p each were issued with a premium of £1.90 each
as part of the consideration for the acquisition of KeyNexus Inc.

The following shares were granted to employees of the Group in lieu of salary:

On 31 December 2020, 32,500 shares of 10p were issued for £2 per share.
Reserves

Share premium
Consideration received for shares issued above their nominal value net of transaction costs.

Share-based payment reserve
The cumulative share-based payment expense on shares of the Group issued to employees of the Group.

Profit and loss reserves
Cumulative profit and loss net of distribution to owners.

Other reserves :
The other reserve within the company only reflects: the cumulative share-based payment expense on
shares of the company issued to employees of other Group companies.
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27 Cash generated from group operations

2021 2020
£ £
Loss for the year after tax (2,366,888) (943,220)
Adjustments for:
Taxation credited (269,759) (262,279)
Finance costs 141,065 117,277
Amortisation and impairment of intangible assets 2,549,810 1,020,541 -
Depreciation and impairment of tangible fixed assets 61,383 - 47,826
Equity settled share based payment expense 43,853 123,636
Unrealised foreign exchange movements 204,495 -
Movements in working capital:
Decrease/(increase) in debtors 2,171,369 (2,307,274)
Decrease in creditors (639,039) (1,004,635)
Increase in deferred income 1,023,606 3,551,894
Cash generated from operations 3,019,895 343,766
28 Analysis of changes in net funds/(debt) - group
1 April 2020 Cash flows Exchange 31 March
rate 2021
movements
£ £ £ £
Cash at bank and in hand 855,662 787,754 263,681 1,907,097
Borrowings excluding overdrafts (2,272,754) 870,761 1,858 (1,400,135)
(1,417,092) 1,658,515 265,539 506,962

29 Operating lease commitments

Lessee

At the reporting end date the group had outstanding commitments for future minimum lease payments

under non-cancellable operating leases, which fall due as follows:

Group Company -
2021 2020 2021 2020
£ £ £ £
Within one year . 51,111 89,416 37,005 65,567
- Between one and five years - 50,988 - 38,247
51,111 140,404 37,005 103,814
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Events after the reporting date

.On 27 September 2021, the Group secured an additional £2,000,000 of funding through Claret Capital

Partners, a company that it has existing debt facilities with. These funds will allow the Group to continue to
trade and grow for the next 12-18 months as the business continues with its strategic growth plans. A.
condition precedent of the additional funding was the issue of £240,000 of warrant shares issued at a
discount of 20% to the price per share paid by investors on the Group’s next equity raise providing this
takes place within 12 months of the first drawdown (30 September 2021). If no equity raise takes place
within this period, the lender will be entitled to warrants equating to 1% of the company's fully diluted share
capital at the date of first drawdown with a subscription price per share of par (£0.10).

Additionally, the Group, at the lenders discretion has the option of a further £2,000,000 in 2023. _
Related party transactions

During the year, 10,000 Ordinary Voting shares were issued to a director of Stormagic Inc for nil
consideration as they were issued in lieu of salary.

The Group has taken advantage of the exemption available under Section 33 of FRS 102 and have not
disclosed details of transactions of balances with wholly-owned group companies.

Key management remuneration

The total remuneration of the directors and the members of the Executive Leadership Team, who are
considered to be the key management personnel of the Group, was £1,161,940 (2020: £1,109,696),
including employer’s national insurance of £33,023 (2020: £41,949).
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