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SILKFRED LTD

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present the strategic report for the year ended 31 December 2021.

Review of the business

The company has seen an increase in revenue by 32.5% from £17,289,678 to £22,911,822 and an increase in EBITDA
{Earnings before Interest, Tax, Depreciaticn and Amortisation) from a loss of £1,133,251 to a profit of £1,227,683. EBITDAIs
reconciled te the income statement on page 10 as follows:

2021 2020

£ £

Loss before taxation as reporied (311,500) (2,335,687)
Depreciation and amortisation 1,072,883 884,812
Finance income (1,493) (1,728}
Finance expenses 467,783 318,447
EBITDA 1,227,683 (1,133,251}
Share based paymeni charges 23,038 100,810
EBITDA before share based payments 1,250,721 (1,032,441)

There was a continued focus on developing the company's research and development, with expenditure in the year of
£1,812,927 reflecting the company's continued commitment to laying the foundations for future growth along with tightening
hoth administrative and variable costs which resulted in increased EBITDA profits in 2021 of £1,227,683.

As a consequence, the business expects 1o be well placed for profitable growth fuelling growth in both cur traditional
categories and new categories.

The statement of comprehensive income for the company is set out on page10.

The directors remain committed to investing in infrastructure that supports growth and efficiences along with continued
improvement in customer experience.

Going concern
The financial statemenis have been prepared on the going concern basis which the Direclors consider appropriate for the
reascns cutlined below,

During the year the company made a profit after tax of £88,336 {2020 a loss of £1,938,368). At the balance sheet date, it held
cash of £2,268,351 (2020 £2,877,129) and total assets of £9,786,331 (2020 £8,683,129). The profits incurred in 2021 are a
result of our focus on keeping fixed costs tight through an uncertain year and a relentless focus an driving up return on
marketing spend.

It should be noted also that in December 2022 further long term financing of £3m has been agreed for the company,
including £0.6m of equity funding which has the impact of converting the £2.39m Future Fund Convertible Loan into equity
and therefore removing the liability from the company's balance sheet.

The company's business model means that it is well suited to remote working and can control costs in response to changes
in the market. Costs for warehousing are variable and most importantly marketing costs can be cantrolled an a daily basis
with no campaign commitments. With only short term leased premises and the ability to flex staff costs based on the needs
of the business, management are able to control costs as required.

The directors have prepared monthly cash flow forecasis for the period of up to 31 December 2023 to determine whether the
company will retain operational liquidity. This included considering reasonably plausible downsides where sales are
impacted by a worsening economic environment and it has been demonstrated through recent economic crisis so far that due
to the variable cost base management are able to protect liquidity if needed and therefore the company expects to have
adequate cash resources to continue in operational existence for the foreseeable future.

Consequently, the directors are confident that the company will have sufficient funds to continue to meet its liakilities as they
fall due for at least 12 months from the date of approval of the financial statements and therefore have prepared the financial
statements on the going concern hasis.




SILKFRED LTD

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

Principal risks and uncertainties
In addition ta the effects of the government's reaction to the COVID-19 crisis described above, other risks and uncertainties
to which the business is exposed are as follows:

Technology and research and development
Continued success is dependent n part on our ability to maintain and develop our cnline presence in a highly competitive
environment. This is an area of continued focus for the beard.

Revenue growth

To date the business model has been to invest heavily in driving revenue growth. The directors intend to pursue this model
for the time being. It is possible that liquidity constraints arising from factors described elsewhere could slow the rate of the
company's growth.

Competition

As noted above, the company operates in a highly competitive sector and there is always threat from competitors. The
company needs well-motivated and skilled staff and a reliable and adaptable supply chain. Reward structures and the
functioning of our supply chain are reviewed on a regular basis. The directors do not consider the withdrawal of the UK from
the EU as a significant threat to the operation of our supply chain.

Changes to tax policy
There is continued risk of unfavourable government tax changes such as reductions in R&D credits, an introduction of an
online sales tax and increases in corporation tax.

Financial instruments

Details of the company's financial instruments and risks associated therewith are given in notes18 to 22 to the financial
statements.

On behalf of the board

Mr S Jackson
Director
23 December 2022




SILKFRED LTD

DIRECTORS® REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present their directors’ report and financial statements of Silkfred Limited ("the company") for the year ended
31 December 2021.

Principal activities
The principal activity of the cempany continued to be that of providing an online market place for independent fashion
brands.

Directors

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

Miss E Watkinson
Mr S Jackson
Miss C Jackson

Dividends
The board do not recommend the payment of a dividend (2020 : none).

Donations
The company made na political denaticns during the year (2020 : none).

Financial instruments

The company finances its activities with a combination of equity shares, warrants, cash and leans. Other financial assets and
liabilities, such as trade receivables and trade payables, arise directly from the Company's aperating activities. There are no
financial instruments used by the Company which give rise to material risks.

Research and development activities

The Company is involved in research and development activities concerning the continuous development of lhe websile,
internal management systems and apps. The Company’s technical staff and contractors continue to develop and deliver
technical advances, processes and innavations through the resolution of technical uncertainties in an effort to ensure that the
wehsite and apps reflect the Company's image as a high quality internet e-commerce marketplace provider. The website and
ils related platforms are central tn the Company’s continued aperation.

Post reporting date events

In December 2022 the directors agreed terms for a further £3m (£600,000 of equity and £2.4 million as convertible debt) of
additional financing. Terms for the convertible debt are as follows:

-5 year term

- 8% interest, non-compounding to be paid in equity

- In the event of a conversion, a 20% discount to the pre-moeney valuation with a valuation cap on conversion of £28m

Disclosure of information to the auditor
Each of the persans who is a director at the date of approval of this report confirms that:

(a) so far as the director is aware, there is no relevant audit infermation of which the company's auditer is unaware, and

{b} they have taken all the steps that they ought to have taken as a director in order to make themselves aware of any
relevant audit information and to establish that the company's auditor is aware of that information.




SILKFRED LTD

DIRECTORS® REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

The report was approved by the Board and signed on its behalf by:

Mr S Jackson
Director
23 December 2022




SILKFRED LTD

DIRECTORS® RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE STRATEGIC REPORT, THE DIRECTORS’
REPORT AND THE FINANCIAL STATEMENTS

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 they have elecled
to prepare the financial statements in accordance with UK-adopted internaticnal accounting standards and applicable law.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the company and of the profit or loss of the company for that period. In preparing these
financial statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;
. make judgemenls and estimates that are reasonable, relevant and reliable;

hd state whether they have been prepared in accordance with UK-adopted international accounting standards and
applicable law ;

hd assess the company’s ability to continue as a geing concern, disclosing, as applicable, matters related to going
concern; and

- use the going concern basis of accounting unless they either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

The directars are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to
ensure that the financial statements comply with the Caompanies Act 2006, They are responsible for such intemal control as
they determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error, and have general responsibility for taking such steps as are reasonably epen to them to
safeguard the assets of the company and to prevent and detect fraud and other irregularities.




SILKFRED LTD

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF SILKFRED LTD

Opinion

We have audited the financial statements of Silkfred Limited (“the Company”) for the year ended 31 December 2021 which
comprise the statement of profit and lose and other comprehensive income, statement of financial position, statement of
changes in equity, statement of cash flows, and related nates, including the accounting policies in note 1.

In our apinion the financial statements:

. give a true and fair view of the stale of the Company’s affairs as at 31 December 2021 and of its profit for the year
then ended;

o have been properly prepared in accordance with UK-adopted international accounting standards; and

hd 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
responsibiliies are described below. We have fulfilled our ethical responsibilities under, and are independent of the Company
in accordance with, UK ethical requirements including the FRC Ethical Standard. We believe that the audit evidence we have
cbtained is a sufficient and approgriate basis for our opinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the
Company or to cease its operations, and as they have concluded that the Company's financial position means that this is
realistic. They have also concluded that there are no material uncertainties that could have cast significant doubt over its
ability to continue as a going concern for at least a year from the date of approval of the financial statements (“the going
concem period”).

In our evaluation of the directers’ conclusions, we considered the inherent risks to the Company's business model and
analysed how those risks might affect the Company’s financial resources or ability to continue operations over the going
concern period.

Qur conclusions based on this work:

* we consider that the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is appropriate;

* we have not identified, and concur with the directors’ assessment that there is not, a material uncertainty related to
events or conditions that, individually or collectively, may cast significant doubt on the Company's ability to continue as
a going concern for the going concern period.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that are
inconsistent with judgements that were reasonable at the time they were made, the above conclusions are not a guarantee
that the Company will continue in operation.




SILKFRED LTD

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF SILKFRED LTD

Fraud and breaches of laws and regulations — ability to detect
ldentifying and responding to risks of malterial misstaternent due te fraud
To identify risks of material misstatement due to fraud (fraud risks”) we assessed events or conditions that could indicate an
incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk assessment procedures included:
® Enquiring of directors and inspection of policy documentation as to the Company's high-level policies and procedures
to prevent and detect fraud, as well as whether they have knowledge of any actual, suspected or alleged fraud.

* Reading Board minutes.
* Using analytical procedures to identify any unusual or unexpected relationships.

We communicated identified fraud risks throughout the audit team and remained alert to any indications of fraud throughout
the audit.

As required by auditing standards, we perform procedures to address the risk of management override of controls, in
particular the risk that management may be in a position to make inappropriate accounting entries. On this audit we do not
helieve thers is a fraud risk related 1o revenue recognition because revenue arises from non-complex, individually low value
retail transactions which reduces the opportunity to process fictitious sales.

We did not identify any additional fraud risks.

We performed procedures including identifving journal entries to test based on risk criteria and comparing the identified
entries to supporting documentation. These included those posted to unusual accounts, including these journals that
impacted cash where the corresponding entry was to an unusual account.

Identifying and responding to risks of maferial misstatement related to compliance with faws and regulations

We identified areas of laws and regulations that could reascnably be expected to have a material effect on the financial
statements from our general commercial and sector experience and discussed with the directors the policies and procedures
regarding compliance with laws and regulations.

We communicated identified laws and regulations throughout our team and remained alert to any indications of
non-compliiance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the Company is subject to laws and regulations that directly affect the financial statements including financial reporting
legislation (including related companies legislation), distributable profits legislation, and taxation legislation and we assessed
the extent of compliance with these laws and regulations as part of our procedures on the related financial statement items.

Sacondly, the Company is subject to many other laws and regulations where the consequences of non-compliance could
have a material effect on amounts or disclosures in the financial statements, for instance through the imposition of fines or
litigation. We identified the following areas as those most likely to have such an effect: health and safety, data protection laws,
anti-bribery, and employment law. Auditing standards limit the required audit procedures to identify non-compliance with
these laws and regulations to enquiry of the directors and inspection of regulatory and legal correspondence, if any.
Therefore if a breach of operational regulations is not disclosed to us or evident from relavant correspondence, an audit will
not detect that breach.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some material
misstatements in the financial statements, even though we have properly planned and performed our audit in accordance
with auditing standards. For example, the further removed non-compliance with laws and regulations is from the events and
transactions reflectad in the financial statements, the less likely the inherently limited procedures required by auditing
standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as fraud may involve collusion, forgery,
intentional cmissions, misrepresentations, or the override of internal controls. Our audit procedures are designed to detect
material misstatement. We are not responsible for preventing non-compliance or fraud and cannot be expected to detect
non-compliance with all laws and regulations.




SILKFRED LTD

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF SILKFRED LTD

Strategic report and directors’ report

The directars are respoensible for the strategic report and the directors’ report. Our opinion on the financial statements dees
not cover those reports and we do not express an audit opinicn thereon.

Qur responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based on our
financial statements audit work, the infoermation therein is materially misstated or inconsistent with the financial statements or
our audit knowledge. Based sclely on that work:

®* we have not identified material misstatements in the strategic report and the directors’ report;

® in our opinion the information given in those reports for the financial yzar is consistent with the financial statements;
and

® in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2008, we are required to report to you if, in our opinion:

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

* the financial sta:ements 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.

We have nothing to report in these respects.

Directors' reponsibilities

As explained more fully in their statement sel out on page 4, the directors are responsible far: the preparation cf the financial
statemenis and for being satisfied that they give a true and fair view; such internal control as they determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error;
assessing the Company's ability to continue as a going concern, disclosing, as applicable, matters related to going concern;
and using the going concarn basis of accounting unless they eithar intend to liguidate the Company or to cease operations, or
have no realistic alternative but to do so.

Auditor’'s responsibilities

Cur 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 our opinion in an auditor's report. Reasonable assurance is a high
level of assurance, but does not guarantee that an audit conducted in accordance with 1SAs (UK) will always detect a material
misstaternent when it exists. Misstaternents can arise from fraud or error and are considered malerial if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the financial
statements.

A fuller description of our responsibilities is provided on the FRC's website at www frc.org.uk/auditorsrespensibil ties.




SILKFRED LTD

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF SILKFRED LTD

The purpose of our audit work and to whom we owe our responsibilities

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 ather 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.

Richard Johnson {Senior Statutory Auditor}
For and on behalf of KPMG LLP 23 December 2022
Statutory Auditor
Chartered Accountants
15 Canada Square
London
E14 5GL




SILKFRED LTD

STATEMENT CF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

2021 2020
Notes £ £
Gross Merchandise Value 118 66,039,085 46,362,200
Revenue 5 22,911,822 17,289,678
Cost of sales (6,212,249) {(4,969,353)
Gross profit 16,699,573 12,320,325
Other operating income 5 93,734 378,351
Distribution costs (5,600,940) {4,296,830)
Administrative expenses (9,914,095) {9,225,219)
Separately disclosed items 4 (27,556) (209,068)
Earnings before interest, taxes, depreciation and
amortisation and share based payments 1,250,721 {1.032,441)
Depreciation and amortisation (1,072,893) (885,717)
Share based payment expenses (23,038) (100,810)
QOperating profiti{loss) 6 154,790 (2,018,968)
Comprising
Underlying operating profit/{loss) 177,828 {1,918,158)
Share based payment expenses (23,038) (100,810)
154,790 {2,018,968)
Finance income 10 1,493 1,728
Finance expense 11 (467,783) (318,447)
Loss before taxation {311,500) (2,335,687)
Income tax credit 12 399,836 397,319
Profit/{loss) for the year 88,336 (1,938,368)

Profit/{loss) and total comprehensive income for
the year 29 88,336 (1,838,368)

The statement of profit and loss and other comprehensive income has been prepared on the basis that all operations are
continuing cperations.

The notes on pages 15 - 38 form part of these financial statements.

-10 -




SILKFRED LTD

STATEMENT CF FINANCIAL POSITION
AS AT 31 DECEMBER 2021

Notes
Non-current assets
Intangible assets 13
Property, plant and equipment 14
Current assets
Inventories 15
Trade and other receivables 16
Current tax recoverable
Cash and cash equivalents
Total assets
Current liabilities
Trade and other payables 23
Borrowings 24
Net current assets
Nen-current liabilities
Borrowings 24
Convertible loan notes 21

Total liabilities

Net assets

2021

3,873,097
51,438

3,924,535

2,642,143
157,206
794,096

2,268,351

5,861,796

8,786,331

4,047,033
5833

4,052,866

1,808,920

44 167

3.036,783
3,080,950
7,133,816

2,652,515

2020

3,016,264
51,145

3,067,409

2,148,805
195,526
394,260

2,877.129

5,615,720

8,683,129

3,722,988

3,722,988

1,892,732

2,419,000
2,419,000
6,141,988

2,541.141

11 -




SILKFRED LTD

STATEMENT CF FINANCIAL POSITION (CONTINUED)
AS AT 31 DECEMBER 2021

2021 2020
Notes £ £

Equity
Called up share capital 27 330 330
Share premium account 28 14,339,390 14,339,390
Share-based payment reserve 614,577 591,539
Retained earnings 29 (12,301,782) (12,380,118)

Total equity 2,652,515 2,541,141

The financial statements were approved by the board of directors and authorised for issue on 23 December 2022 and are
signed on its behalf by:

Mr S Jackson
Director
Company Registration No. 07557982

12 -




SILKFRED LTD

STATEMENT CF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

Notes

Balance at 1 January 2020

Year ended 31 December 2020:

Loss and tolal comprehensive income for

the year

Credit to equity for equity settled

share-based payments 26

Balance at 31 December 2020

Year ended 31 December 2021:

Profit and total comprehensive income for

the year

Credit to equity for equity settled

share-based payments 26

Balance at 31 December 2021

Share capital Share Share-based Retained Total
premium payment earnings
account reserve

£ £ £ £ £
33¢ 14,339,390 490,729 (10,451,750) 4,378,699
- - - {1,938,368) (1,938,368)

- - 100,810 - 100,810
330 14,339,320 591,539 (12,320.118) 2541141
- - - 88,336 88,336

- - 23,038 - 23,038
33¢ 14,339,390 614,577 (12,301,782) 2,652,515

-13 -




SILKFRED LTD

STATEMENT CF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2021

Profit/{loss) for the year after tax

Taxation credited

Finance costs

Invastment income

Loss on disposal of property, plant and equipment
Amortisation and impairment of intangible assets

Depreciation and impairment of property, plant and equipment
Fair value losses

Equity settled share based payment expense

Movements in working capital:
{Increase)/decrease in inventories

Decrease in trade and ather receivables
Ingreasef(decrease} in trade and other payables

Cash generated from/(absorbed by) operations

Cash flows from operating activities
Cash generated from/{absorbed by} operations

Interest paic
Income taxes {paid)refunded

Net cash inflow/(outflow) from operating
activities

Investing activities

Purchase of intangible assets
Purchase of property, plant and equipment
Interest received

Net cash used in investing activities

Financing activities
Issue of convertible loans
Proceeds of bank loans

(1.912,927)
{17,092)
1,493

150,000
50,000

Net cash generated from financing activities

Net {decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Relating to:
Cash at bank and in hand

The notes on pages 15 - 38 form part of these financial statements.

2021
£

88,336
(399,836)

(1,493)
423
1,056,094
16,376
467,783
23,038

(493,338)
38,320

324,045

1,118,748

1,119,748

1,119,748

{1,928,526)

200,000

(608,778)

2877129

2,268,351

2,268,351

2020
£ £

(1,938,368)

(397.319)
139,447
{1,728)
905
775,715
109,088
179,000
100,810

448,830
21,840

(220,909)

(782,679)

(782,679)
(139,447)
730,829

(191,297)

{1,388,307)
(10,284)
1,728

(1,396,863)

2,240,000

2,240,000

©51,840
2,225,289

2,877,128

2,877,128

-14-
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SILKFRED LTD

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

1.1

1.2

13

Accounting policies

Company information
Silkfred Ltd {"the company") is a private company limited by shares incorporated in England and Wales. The registered
office is The Old Truman Brewery, 81 Brick Lane, London, E1 6QL.

Accounting convention

The finangcial statements have been prepared in accordance with UK-adopted international accounting standards
(IFRS) and applicable law. The financial statements have been prepared on the historical cost basis as modified for
the revaluation of certain financial liabilities at fair value. The principal accounting policies adopted are set out below.

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

Going concern
The financial statements have been prepared on the geing concern basis which the directors consider appropriate for
the reasons outlined below.

During the year the company made a profit after tax of £88,336 {2020 a loss of £1,938,368). Atthe balance sheet date,
it held cash of £2,268,351 (2020 £2,877,129) and total assets of £9,786,331 {2020 £8,683,129). The profils incurred in
2021 are a result of our focus on keeping fixed cests tight through an uncertain year and a relentless focus on driving
up return on marketing spend.

It should be noted also thatin December 2022, further long term financing of £3m has been agreed for the company,
including £0.6m of equity funding which has the impact of converting the £2.39m Future Fund Canvertible Loan into
equity and therefore removing the liability from the company's balance sheet.

The company’s business model means that it is well suited to remote working and can control costs in response to
changes in the market. Costs for warehousing are dependent on stock mavements and most importantly marketing
costs can be controlled on a daily basis with no campaign commitments. With only short term leased premises and the
ability to flex staff costs based on the needs of the business, management are able to control costs as required.

The directors have prepared monthly cash flow forecasts for the period of up to 31 December 2023 to determine
whether the company will retain aperational liguidity. This included considering reasonably plausible downsides where
sales are impacted by a worsening economic environment. It has been demonstrated through recent economic crisis
so far that due to the variable cost base management are able to protec: liquidity if needed and therefore the company
expects to have adequate cash resources to continue in operational existence for the foreseeatle future.

Cansequently, the directors are confident that the company will have sufficient funds to continue to meet its liabilities
as they fall due for at least 12 months from the date of approval of the financial statements and therefore have
prepared the financial statements on the going concern basis.

Revenue

Revenue is measured at the fair value of amaunts receivable for goods and services provided in the normal course of
business, net of discounts, VAT and other sales related taxes. The Company’'s accounting policy under IFRS 15 is that
revenue is recognised when the Company satisfies performance obligation by transferring control over promised
goods or services to a custamer, This typically transfers at the same time the customer takes possession or use of the
goods or services. A provision is recognised for expected returns based on historical experience.

-15 -




SILKFRED LTD

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

1.4

1.5

(Continued)
Accounting policies

When the Company acts as a commercial intermediary between brands and final customers, revenue recognised
represents commission earned on the rendering of services by the Company. The services rendered are comprised
principally of e-commerce platform services as well as shipping and payment services provided by the Company. The
Campany recognises commission and ather service revenue when goeds are dispatched to the final customer.
Promotional incentives may be periodically offered to final customers to drive traffic to the platform and hence increase
our commission. Where the costs of promational incentives are harne by the Company, these costs are recagnised in
cost of sales within the statement of profit and loss and other comprehensive income.

Intangible assets other than goodwill

Expenditure on development activities is capitalised if the product or process is technically and commercially feasible
and the Company intends and has the technical ability and sufficient resources to complete development, future
economic benefits are probable and if the Company can measure reliably the expenditure attributable to the intangible
asset during its development. Development activities involve a plan or design for the production of new or substantially
improved products or processes. The expenditure capitalised includes the cost of materials, direct labour and an
appropriate proportion of overheads and capitalised borrowing costs. Capitalised develepment expenditure is stated at
cost less accumulated amortisation and less accumulated impairment losses. Expenditure on rasearch activities is
recognised in the statement of profit and loss and other comprehensive income as an expense as incurred.

Amortisation

Amortisation is charged to the statement of profit and loss and ather comprehensive income on a straight-line basis
over the estimated useful lives of intangible assets unless such lives are indefinite. Intangible assets with an indefinite
useful life and goodwill are systematically tested for impairment at each balance sheet date. Other intangible assets
are amortised frcm the date they are available for use. The estimated useful lives are as follows:

« capitalised development costs 3 - 5 years

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated 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 hases:
Fixtures and fittings 20% 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 recognised in the statement of profit and loss and other comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

(Continued)
1 Accounting policies

1.6  Impairment of tangible and intangible assets
At each reporling end date, the company 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.
Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment
annually.

Recoverable amount is the higher of fair value less costs te sell and value in use. In assessing value in use, the
estimated future cash flows are discountad 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.

Where an impairment lass subsequently reverses, the carrying ameount of the asset (or cash-generating unit} is
increased 1o the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset
(or cash-generating unit) in prior years, A reversal of an impairment lass is recognised immediately in profi or loss,
unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is treated
as a revaluation increase.

1.7 Inventories
Inventories are stated at the lower of cost and net realisable value, an a first in first out basis. Net realisable value is
the estimated selling price in the ordinary course of business less applicable variable selling expenses. Cost of
purchase comprises the purchase price including import duties and taxes, transport and handling costs and any other
directly attributable costs, less trade discounts.

A provision is made to write down slow moving or absaolete inventory to net realisable value.

1.8  Fair value measurement
IFRS 13 establishes a single source of guidance for all fair value measurements. IFRS 13 does not change when an
entity is required to use fair value, but rather provides guidance on how to measure fair value under IFRS when fair
value is required or permitted. The resulting calculations under IFRS 13 affected the principles that the company uses
to assess the fair value, but the assessment of fair value under IFRS 13 has not materially changed the fair values
recognised or disclosed. IFRS 13 mainly impacis the disclosures of the company. It requires specific disclosures about
fair value measurements and disclosures of fair values, some of which replace existing disclosure requirements in
other standards.
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1.9

(Continued)
Accounting policies

Clasasification of financial instruments issued by the Company
Financial instruments issued by the Company are treated as equity only to the extent that they meet the following two
conditions:

(a) 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

(b) where the instrument will or may be settled in the company's own equity instrumants, 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 eguity 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 presentad in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

Financial liabilities are classified as measured at fair value through profit or loss when the financial liability contains an
embedded derivative.

Financial liabilities at fair value through profit or loss are stated at fair value with any gains or losses arising on

remeasurement recognised in profit or loss.
Fair value is determined by discounting expected cashflows from the instrument, taking into account the risk of default

and cashflows fram the expected exercise of the derivative, at market rates of interest.
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1

(Continued)
Accounting policies

1.10 Non-derivative financial instruments

Nan-derivative financial instruments comprise frade and other receivables, cash and cash equivalents, loans and
borrowings, and trade and other payables.

Trade and other receivables
Trade and other receivables are recognised initially at fair value. Subsequent to initial recognition they are measure at
amortised cost using the effective interest method, less any impairment value.

The company recognises loss allowances for expected credit losses (ECLs) on financial assets measured at amortised
cost, debt investments measured at FVOCI| and contract assets (as defined in IFRS 15).

The company measures loss allowances at an amount equal to lifetime ECL, except for other debt securities and bank
balances for which credit risk (i.e. the risk of default occurring over the expected life of the financial instrument} has not
increased significantly since initial recognition which are measured as 12-month ECL.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and
when estimating ECL, the company considers reasenable and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the
company's historical experience and informed credit assessment and including forward-looking information.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Company’s cash management are included as a component of cash and cash
equivalents for the purpose only of the cash flow statemant.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent o initial
recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method, less any
impairment losses.

Trade and cther payables
Trade and other payables are recognisad initially at fair value. Subseqguent to initial recognition they are measured at
ameortised cost using the effective interest method.

Derecognition of financial assets
Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire, or when it
transfers the financial asset and substantially all of the risk and reward of ownership to another entity.
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(Continued)
Accounting policies

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the
statement of profit and loss because it excludes items of income or expense thal are taxable or deductible in other
years and it further sxcludes items that are never taxable or deductible. The company’s liability for current tax is
calculated using tax rates that have been enacted or substantively enacted by the reporting end date.

Deferred fax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounis of assets
and liakilities in the financial statements and the corresponding tax bases used in the computalion of taxable profit,
and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all
taxable temporary differences and deferred tax assets are recognised to the extent that it is prebable that taxable
profits will be available against which daductible temporary differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from goodwill or from the initial recognition of other assets and
liabilities in a fransaction that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.
Deferred tax is calculated af the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised. Deferred tax is charged or credited in the statement of profit and loss, except when it relates to items
charged or credited directly to equity, in which case the deferred tax is also dealt with in equity. Deferred tax assets
and liakilities are offset when the company has a legally enforceable right to offset current tax assets and liabilities and
the deferred tax assets and liabilities relate 1o taxes levied by the same tax authority.

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless thase costs are
required to be recognised as part of the cost of inventories or non-current assets.

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

Terminaticn benefits are recognised immediately as an expense when the company is demonstrably committed to
terminate the employment of an emplayee or to provide termination benefits.

Retirement benefits
Payments to defined contribution retirement benefit schemes are charged as an expense as thay fall due.

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 a Monte Carlo model. The fair value is recognised as an employee expense, with
a corresponding increase in equity over the peried in which the employee becomes unconditionally entitled to the
award.
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(Continued)
Accounting policies

When the terms and conditions of equily-settled share-based payments at the time they were granted are
subsequenily medified, the fair value of the share-based payment under the original terms and conditicns and under
the modified terms and conditions are both determinad at the date of the medification. Any excess of the modified fair
value over the original fair value is recognised aver the remaining vesting period in addition to the grant date fair value
of the original share-hased payment. The share-based payment expense is not adjusted if the modified fair value is
less than the ariginal fair value.

Cancellations or settlements (including those resulting from employee redundancies) are treated as an acceleration of
vesting and the amount that would have been recognised cver the remaining vesting period is recognised immediately.

Leases

At inception, the company assesses whether a contract is, or contains, a lease within the scope of IFRS 16. A contract
is, or centains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration. Where a tangible asset is acquired threugh a lease, the company recognises a
right-of-use asset and a lease liability at the lease commencement date. Right-of-use assets are included within
property, plant and cquipment, apart from thosc that mecet the definition of investment property.

The company has elected not to recognise right-ol-use assets and lease liabilities for short-term leases of machinery
that have a lease term of 12 months or less, or for leases of low-value assets including IT equipment. The payments
associated with these leases are recognised in the statement of profit and loss and other comprehensive income on a
straight-line basis over the lease term.

Financing income and expenses . . . .
Financing expenses compfise interest payable and net foreign exchange losses that are recognised in the income

statement. Financing income comprise interest receivable and net foreign exchange gains. Interest income and
interest payable is recognised in profit or loss as it accrues, using the effective interest method. Foreign currency gains
and losses are reported on a net basis.

Grants
Govemment grants are recognised when there is reasonable assurance that the grant conditions will be met and the
grants will be received.

Foreign currencies

The Company's financial statements are presented in GBP which is also the Company's functional currency.
Transactions in foreign currencies are translated to the Company’s functional currency at the foreign exchange rate
ruling at the date of the transaclion. Monetary assets and liabilities denominated in foreign currencies at the balance
sheel date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Foreign
exchange differences arising on translation are recognised in the income statement. Non-monetary assets and
liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange rate at
the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair
value are retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value was
determined,

Gross Merchandise Value

Gross Merchandise Value {("GMV") is the total value of all transacticns taking place across the Company marketplace
stated gross of value added tax and customer returns and excludes delivery receipts.
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3

Adoption of new and revised standards and changes in accounting pelicies

The IFRS financial information has been drawn up on the basis of accounting standards, interpretations and
amendments effective at the beginning of the accounting period.

There are currently no new or revised standards, amendments and interpretations to existing standards that are not
effective for the financial year ended 31 December 2021 and have not been adopted early, which, when effective, might

have an impact upon the Company's financial statements.
Critical accounting estimates and judgements

In the application of the company’s accounting pelicies, the directers are required to make judgements, estimates and
assumptions abcut 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 results may differ from these estimates.

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

The estimates and assumptions which have a significant risk of causing a material adjustment to the carrying amount
of assets and liabilities are cutlined below.

Critical judgements
The directors’ judgements concerning the useful life of development cost intangible assets is considered crtical to the
preparation of the financial statements.

Key sources of estimation uncertainty

Useful life of development cost intangible

The directors estimate the useful life of capitalised development costs on the basis of estimates of future revenues and
costs. Changes in these estimates might lead to impairment or increased amortisation charges.

Factors relevant to measurement of convertible loan at fair value through profit and loss

In estimating the fair value of the convertible loan at the balance sheet date, the directors need to make estimates of:
® future interest rates;

the company's share price;

the estimated term of the instrument;

the company's credit risk ;

volatility cf the company's share price;

future fundraising.

® |n estimating future interest rates the directors have prepared a monte carlo model that takes as its starling
point applicable yield curves at the valuation date and applies reasonable volatility assumptions, based on
historical volatility, to those yield curves.
The company's share price is estimated on the basis of recent transactions in the company's ocwn shares.
The estimated term of the instrument factors in the directors' expectation at the balance sheet date of when
conversion or redemption is likely to occur.In making their estimate, the directors also consider when it is most
likely that future fundraising will occur

* Credit risk is estimated using a synthetic cradit rating based on publicly available methedologies applied by
rating agencies.

® Share price volatility is estimated based upon historical volatility of comparable companies.;
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4 Separately disclosed items

Warehouse costs
Legal expenses
Financing costs

2021 2020
£ £
- (146.068)
. (63,000)
(27,556) .
{27,556) (209,068)

In 2020, the company changed its logistics arrangements, involving agreeing contractual terms with a new warehouse
partner, relocating its stock 10 new warehouse facilites and training staff on the use of new systems.

5 Revenue

An analysis of the company's revenue is as lollows;

Revenue analysed by class of business

Sale of goods
Rendering of services

Revenue analysed by geographical market

United Kingdom
Rest of the world

Other significant income
Interest income
Grants recelved

2021 2020

£ £
15,555,228 11,216,035
7,356,594 6,073,643
22,911,822 17,289,678
2021 2020

£ £
20,360,581 15,128,597
2,551,241 2,161,081
22,911,822 17,289,678
2021 2020

£ £

1,493 1,728
63,739 378,351

Grant income derives from Covid-19 related government support initiatives and in particular the furlough scheme.
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[} Operating profit/{loss)

Operating profit/{loss} for the year is stated after charging/(crediting):
Exchange losses

Government grants

Depreciation of tangible fixed assets

Loss on dispasal of tangible fixed assets

Amortisation of intangible assets

Cost of inventories recognised as an expense

Share-based payments

7 Auditor's remuneration

Fees payable to the company’s auditor and associates:

For audit services
Audit of the financial statements of the company

For other services
Tax services

8 Directars’ remuneration

Remuneration for qualifying services
Company pension contributions to defined contributicn schemes

Remuneration disclosed above include the following amounts paid 1o the highest paid
director:

Remuneration for qualifying services

9 Employees

The average monthly number of persons {including directors) employed by the company during the year was:

2021 2020
£ £
3,463 601
{93,739) (378,351)
16,376 109,098
423 A5
1,056,094 775,715
6,212,249 4,470,390
23,038 100,810
2021 2020
£ £
73,000 64,000
111,090 26,309
2021 2020
£ £
413,750 341,118
- 1,665
413,750 342,783
281,250 171,000
2021 2020
Number Number
55 65
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9 Employees (Continued)

Their aggregate remuneration comprised:

2021 2020

£ £

Wages and salaries 3,018,349 3,085,370
Sccial security cosls 344,648 343,063
Pension costs 42 810 57,950
3,405,807 3,486,383

£752,737 (2020 £698,796) of employee costs were capitalised as part of the research & web development costs
intangible fixed asset.

In addition there were share-based payments charges recognised in the year of £23,038 (2020 £100,810).

10  Finance income

2021 2020
£ £

Interest income
Bank deposits 1,493 1,728
1,493 1,728

Total interest income for financial assels that are not held at fair value through profit or loss is £1,493 (2020 - £1,728).

11 Finance expense

2021 2020
£ £
Fair value gains and losses 467,783 179,000
Interest payable - 139,447
Total finance expense 467,783 318,447
12 Income tax credit

2021 2020
£ £

Current tax
UK corporation tax for the current period - -
Research and development tax credit for the year (390,836) (394,260)
Adjustments in respect of prior periods - (3,059)

Total UK current tax (399,836) (397,319)
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12  Income tax credit (Continued)

In the March 2021 Budget it was announced that the UK tax rate will increase 1o 25% from 1 April 2023. This will
have a consequential effect on the company's future tax charge.

The charge for the year can be recanciled to the loss per the income statement as follows:

2021 2020

£ £

Loss before taxation {311,500) (2,335,687)
Expected tax credit based on a corporation tax rate of 19.00% {59,185) (443,781)
Effect of expenses not deductible in determining taxable profit 9,235 23,777
Effects of surrender of losses for R&D tax credit at 14.5% 124,087 122,356
R&D tax credit enhanced expenditure deduction (372,996) (292,000)
Change in unrecognised deferred tax asset in respect of losses 372,765 343,313
Adjustment in respect of prior years - (3,059)
Effect of change in UK corporation tax rate (473,742) (147,925)
Taxation credit for the year (399,836) (397,319)

As a result of the surrender of losses of £2.5 millicn (2020-£2.7 million}, the company will receive an R&D tax credit of
£399,836 (2020-£394,260).

There are losses of approximately £7.9 million (2020-£8.4 million} for which a deferred tax asset amounting to
approximately £2 million (2020-£1.26 millicn) has not been recognised on the basis that it is not probable that there
will be future taxable profits available against which the asset can be utilised.
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13  Intangible assets

Cost
At 1 January 2020
Additions

At 31 December 2020
Additions

At 31 December 2021
Amortisation and impairment
At 1 January 2020

Charge for the year

At 31 December 2020
Charge for the year

At 31 December 2021

Carrying amount
At 31 December 2021

At 31 December 2020

Development costs
£

3,501,058
1,388,307

4,889,365
1,912,827

6,802,202
1,097,386
775,715

1,873,101
1,056,094

2,929,195

3,873,097

3,016,264

The amortisation charge is recognised in administrative expenses. Capitalised development costs are nottreated as a
realised loss for the purpose of determining the company's distributable profits as the cost meet the conditions

requiring them to be treated as an asset in accordance with [AS 38.

14 Property, plant and equipment

Cost

At 1 January 2020
Additions
Disposals

At 31 December 2020
Additions

Disposals

At 31 December 2021

Fixtures and
fittings
£

216,045
10,284
{141,841)

84,488
17,092
(1,270)

100,310
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14 Property, plant and equipment (Continued)

Fixtures and

fittings
£
Accumulated depreciation and impairment
At 1 January 2020 65,181
Charge for the year 109,008
Eliminated on disposal (140,936)
At 31 December 2020 33,343
Charge for the year 16,376
Eliminatcd on dispesal (847
At 31 December 2021 48,872
Carrying amount
At 31 December 2021 51,438
At 31 December 2020 51,145
15  Inventories 2021 2020
£ £
Finished goods 2,642 143 2,148,805

Finished goods recognised in cost of sales amounted to £6,212,249 (2020 - £4,470,390). Inventories are stated on a
first in first cut basis.

16  Trade and other receivables

2021 2020

£ £

Other receivables 47,338 99,106
Amounts owed by related parties 57.400 57,400
Prepayments 52,468 39,020
157,206 195,526

Trade receivables and other receivables disclosed above are classified as loans and receivables and are therefore
measured at amortised cost.

17 Credit risk
Credit risk arises where gounterparties unable to meet their payment cobligations. As at 31 December 2021 cash on

hand was held with reputable financial institutions. Due to the operational nature of the Company’s trading active
whereby sales are conducted with immediate payment, the Company has limited exposure to credit risk,
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18

19

Financial instruments
Categories of financial assets and financial liabilities

Loans and receivables
Other receivables

Financial assets measured at amortised cost
Financial liabilities measured at fair value through profit and loss

Convertible loan

Financial liabilities measured at amortised cost
Trade payables

Agcruals

Other payables

Borrowings

Total financial liabilities measured at amortised cost

Fair value of financial liabilities

2021 2020

£ £

47,338 99,106
47,338 99,106
3,036,783 2,419,000
3,186,122 2,824116
433,141 347,038
56,506 118,790
3,675,768 3,289,944
5833 -
3,681,601 3,289,944

The fair value of financial instruments is defined as the amount at which the instrument could be exchanged in a

current transaction between willing parties, other than in a force or liguidation sale.

The directors consider that the carrying value of all financial instruments presented in the table in the note presented

above are approximate to their fair values.
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20

21

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. Responsibility for
liquidity risk management rests wilth the board of directors, which has established an appropriate liquidity risk management
framework for the management of the Company's funding and liquidity management requirements. The company manages
liquidity risk by continuously monitoring forecast and actual cashflows, and by matching the maturity profies of financial assets
and liakilities.

Contractual maturity
repayment analysis by

period
2021 2021 2020 2020
£ £ £ £
Type of liability Due withinone  Due between Due within one Due between one and five years
year one and five year
years
Trade and other payables
3,675,852 - 3,290,045 -
Bank loans 5833 44,167 - -
Convertible loans - 3,036,783 - 2,419,000

3,681685 3,080,950 3,290,045 2,419,000

Convertible loan notes

In October 2029, the Company issued £2.24 million of convertible loans notes with a maturity period of 36 months. The loan note
entitled the holder to a redemption premium of 100% of the principal and interest of 8% per annum payable in cash andfor by
conversion into shares, as well as the ability to convert the loan notes to a variable number of A Ordinary shares on the cccurrence
of a fundraising by the company or on maturity. The instrument has been classilied as a financial liability in accerdance with 1AS 32
on the basis that the holder of the loan notes has the right o receive cash (interest) and a variable numbe- of equity instruments. An
issue of a further £150,000 of canvertible loan notes with the same maturity profile and terms as the original issue was made during
2021.

The instrument is recognised al fair value, with changes in fair value recognised in profit and loss, s Tair value at inceplion was lhe
initiall principal raised. Its far value at the year end has been estimated using a Monte Carlo model.
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21 Convertible loan notes (Continued)
Movements and balance at the period end Liability

£

Issue of convertible loan notes 2,240,000
Interest accrued 179,000
Liability component at 31 December 2020 2,419,000

Issue of convertible loan notes 150,000
Movement in fair value 467,783
Liability component at 31 December 2021 3,036,783
Liability component due after ane year 3,036,783

Fair value disclosures
Recurring fair value measurements
Fair value
measurement at
31 December

2021 .
Using

CQuoted prices in SignificantSignificant unobservable inputs (Level
active market for other 3)

identical assets observable

{Level 1)inputs (Level 2}
£ £ £
Convertible loans 3,036,783 - - 3,036,783
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21 Convertible loan notes

Fair value
measurement at
31 December

(Continued)

2020 .
Using
CQuoted prices in SignificantSignificant unobservable inputs (Level
active market for other 3)
identical assets observable
{Level 1)inputs (Level 2}
£ £ £
Convertible loans 2,419,000 - - 2,419,000
The following inputs have been used in 2021 2029
the valuation
Share price (in £) 12.59 10.00
Volatility of share price
(%) 54.40 40.00
Risk free rate (%) Froem 0.41% to Fraom -G.16% to -0.12%
0.61%

The valuaticn has been caried out by external third parties and reviewed and adopted by the directors. The
company does not have formal processes and policies in cennection with fair value measurement, as it is not a

routine feature of its business model.

22 Market risk

Market risk management

Market risk is the risk that changes in market prices will affect the value of its financial instruments classified as at fair

value through profit and loss.
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22  Market risk (Continued)

Interest rate risk
The carrying amounts of finangial liabilities which expose the company to cash flow interest rate risk are as follows:

2021 2020
£ £
Convertible loans 3,036,783 2,419,000
3,036,783 2,419,000
2021 2020
Effect of reduction of 1% in inlerest rates  (3,000] (60,000}
Effect of increase of 1% in interest rates 27,000 53,000
The sensitivily analysis assumes a 1% parallel shift in yield curve across all maturities.
23 Trade and other payables
20 2020
£ £
Trade payables 3,186,122 2,824,116
Accruals 433,141 347,038
Sccial security and other taxation 371,265 433,044
Other payables 56,505 118,790
4,047,033 3,722,088

Trade payables and accruals principally comprise amounts outstanding for trade purchases and ongoing costs. The
average credit pericd taken for trade purchases is 20 (2020-27) days. For most suppliers no interest is charged on
amounts payable,

The directors consider that the carrying amount of trade and other payables approximates to their fair value.

24  Borrowings

2021 2020
£ £

Unsecured borrowings at amortised cost or fair value
Bank loans 50,000 -
Convertible loan notes (including accrued interest) 3,036,783 2,419,000
3,086,783 2,419,000
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24

25

26

Borrowings (Continued)
Analysis of borrowings
All borrowings are unsecured
2021 2020
£ £
Current liabilities 5,833 -
Non-current liabilities 3,080,950 2,419,000
3,086,783 2,419,000
Bank borrowings are unsecured.and carry an interest rate of 2.5% and are repayable in instalments between one
and six years.
Borrowings and financial liabilities increased by £200,000 during the year as a result of financing cash flows.
Retirement benefit schemes
2021 2020
Defined contribution schemes £ £
Charge to profit or loss in respect of defined contribution schemes 52,288 57,950
The company operates a defined contribution pension scheme for all qualifying employees. The assets of the scheme
are held separately from thase of the company in an independently administered fund.
Share-based payment transactions
The company has a share option scheme available to its employees. The vesting peried is up to three years. If options
remain unexercised after 10 years from the date of grant the options expire. Options are forfeited if the errployee
leaves the company before the options vest.
Number of Weighted average exercise
share options price
2021 2021 2020
£ £
Outstanding at 1 January 66,150 4.29 429
Qutstanding at 31 December 66,150 4.29 429
Exercisable at 31 December 66,150 4.29 4.29

Na share options were granted in 2021 or 2020. During 2019, eptions were granted on 27 November 2012 . The
weighted average fair values of the options on the measurement date were £6.80. Fair value was measured using a
Meonte Carlo model.

-34-




SILKFRED LTD

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

26  Share-based payment transactions (Continued)

During 2019, 246,155 E shares were issued for consideration of £25. The weighted average fair value of those
instruments at the measurement date was £340,800. The share-based paymeni charge recognised in respect of these
shares in 2021 was £23,038 (2020 £82,945 ).

The fair value of the E shares was determined using a Monte Carlo opticns pricing model to incorporate the possibility
of hurdle values at which E shares obtain value being achieved. No dividends have been incorporated into the
valuation.

Total expenses of £23,038 related to equity settled share based payment transactions were recognised in the year.
(2020 - £100,810).
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27  Share capital and reserves 2021
£

Ordinary share capital

Issued and fully paid

2,881,839 A ordinary of 0.01p each 288
86,150 B ordinary of 0.01p each 9
56,803 D ordinary of 0.01p each 6
246,155 E ordinary of 0.01p each 25
21,045 Deferred shares of 0.01p each 2
330

2020

288

NGO W

330

A, B, D and E ordinary shares rank pari passu with the exception that B ordinary shares carry no voting rights. A, B, D
& E Ordinary Shares entitle the holder to participate in dividend and distributions in the event of a winding up of the
company or when the cumulative value of such withheld dividends exceeds £50. D and E shares entitle the holders to
shares of value above certain thresholds in preference to A and B sharehclders.Deferred shares carry no voting or

dividend rights and no material entitlement to participate in a distribution on winding up.
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29

30

A

32

Share premium account

2021 2020

£ £

At 1 January 2021 and 31 December 2021 14,339,390 14,339,390

Retained earnings

2021 2020

£ £
At 1 January 2021 (12,390,118) (10,451,750)
Profit/(loss) for the year 88,336 (1,938,368)
At 31 December 2021 (12,301,782) {12,390,118)

Leases

Lessee

The company licenses its premises with short-term notice periods and therefore has no committed future
expenditure under such arrangements.

Amounts recognised in profit or loss as an expense during the period in respect of short-term lease arrangements
are as follows:

2021 2020
£ £
25,801 311,887

Events after the reporting date

In December 2022 the directors agreed terms for a further £3m (£600,000 of equity and £2.4 million as convertible
debt) of additicnal financing. Terms for the convertible debt are as follows:

-5 year term

- 8% interest, non-compounding to be paid in equity

- In the event of a conversion, a 20% discount to the pre-monegy valuation with a valuation cap an cenversion of £28m

Capital risk management

The Company's objectives when managing capital are to safeguard the Company's ability to continue as a going
concern. The Company is not subject to any externally imposed restrictions.
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33  Related party transactions

Remuneration of key management personnel

Directors of the Company and their inmediate relatives contrel 30.5% of the voting shares of the Company.

The compensation of key management personnel (including the directors) is as follows:

201

£

Short-term employee henefits 413,750
Post-employment benefits -

413,750

Other information
The company made the following payments to the following related parties for consultancy services:

Jackpot Consulting £199,849 (2020 £60,428)
Bond Analytics £198,747 (£nil).

During the year a non-interest bearing loan of £2,543 previcusly made to Emma Watkinson was repaid.

2020

341,118
1,665

342,783

The company has made a loan of £57,400 (2020-£57 400) to SF World Limited, an entity controlled by one of the

directors. The loan is interest-free and repayable on demand

34 Controlling party

The directors consider there is no ultimate controlling party.
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