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SAMARKAND GROUP PLC

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2021

FY21 Financial highlights:

E 2

Revenue increased significantly by 2019% to £20.6m (2020: £6.8m)
Like for llke revenues increased 116% to £14.8m (2020: £6.8m) excluding the exceptional revenues
of £5.8m
o Nomad Technology revenue increased 317% to-£6.4m (2020: £1.5m)
« Brand Ownership révenues increased 66% to £3.5m {2020: £2.1m)
e Distribution revenues increased 51% to £4.8m (2020: £3.2m)
Gross margin, excluding exceptional revenue, improved from 48% to 62% reflecting a shift to

_greater technology-and direct-to-consumer revenues

EBITDA profit increased to £1.1m* {2020: loss £0.8m)
Adjusted EBITDA loss improved 50% to £0.4** (2020: loss £0.8m)

Listed on the Apex segment of the AQSE Growth Market raising £17m

* after deducting £0.5m In l{sting foes.and share based payment charge . ) . )
* adjusted EBSTDA Is EBITDA adjusted to exciuda the profit g d from | rewénues, listing fees and share baséd payment charge as noted on page 26.

FY21 Operational highlights:

Orders processed for consumers in China increased 1079% to 122k (2020: 59k)
Number of product lines processed.on the Nomad platform in 2021 was 2111 (2020: 381)

Significant investment in the Group’s proprietary technology platform, Nomad continued with
£0.6m (2020: £0.4m) in capitalised development costs

Nomad Checkout -enterprise launched in November 2020 with ¢. £1m GMV processed ‘on the
platform on behalf of UK brands and retailer

Postperiod end highlights:

.

i

£3.1m net investment received from our strategic partner SF Express
Acquired Zita West Products timited and majority interest in Babawest Ltd
Established Samarkand Global {(lapan) KK based in Tokyo

Nomad Checkout beta launched on 4 SME brands

Samarkand 5 3 cross-bordér eCommerce technology. and. retail group focusing. on ' connecting
international Brands with China, the world's largest eCommerce market. The Group has developed a
proprietary software platform, the Nomad platform, which is integrated across all necessary touchpaoints
required for eCommerce in China including eCommerce platforms, payments, logistics, social media and
customs. The Nomad platform is the foundation on which the Group's technology and service solutions are
built. The core products include Nomad Checkout, Nomad Storefront and Nomad Distribution.
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MARKET OVERVIEW

A LARGE BUT CHALLENGING MARKET

The Chinese eCommierce market alone accounts for over 50 per cent. of global eCommerce sales, larger
than the next top 10 markets combined. Chiina is the clear global leader when it comes to eCommerce, in
2021 eMarketer forecasts:that 52% of retail transaction in China will happen online. Many of the trends
and technologles that originated in China are spreading to other markets, not just in Asia but also in the
West. The Group primarily operates in the Chinese Cross-Border eCommerce (CBEC) market, which is
defined as consumers purchasing forei‘gn-produt:ts onlife. The CBEC market has grown rapidly since 2014
when the Chinese govermment announced a range of policles and infrastructure to support the sector.
Since 2014; the CBEC market in China has grown from approximately £14 billion1 to a forecast £138 billion
in 20222. During this period, 1053 CBEC Zones {“CBEC Zone") have been established across China alongside
further policies to encourage and promote the growth of CBEC,

The size and scale of this market is attractive to many brands and retailers but an unfamillar digital eco-
system means they face a unique set of challenges when it comes to selling in China. There is no Google,
‘Facebook, Instagram or Twitter. Instéad of Amazon, Chinese platforms reign supreme such as Alibaba’s
TMali, JD and PDD. Chinese consumers use an entire,lvtdi‘fferent set of payment technologies, Visa .and
Mastercard have almost-no penetr’étion and Instead AliPay, WeChat Pay are ubiquitous. Parcel delivery is
dominated by local companies like SF Express who are trusted by Chinese consumers but relatively
unknown to international brands.- Adding to this, tightly controlled and well-enforced.customs make China-
the largest and most challenging market for many intemational brands. The level of complexity, high costs
and the need to work with local distribution partners means China has typically been the preserve.of larger
‘brands and retailers. : '

i https://www.;t‘aitista.com/st':éftlst'I;:_S/1006878/chlna-cross_-bprderfecommerce—retaiIfimpo;ts-tnarket-éize/
2 https://www.emarketer.com/content/trade-war-will-have-little-effect-on-cross-border-ecommerce

3 https://www.china-briefing.com/news/china-unveils-46-new-cross-border-e-commerce-zones-incentives-
foreign- investors-faqs/
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STRATEGY & BUSINESS MODEL

Our strategy Is buiit upon three: ‘complimentary activities. Nomad technologv, dlsmbuuon and brand

ownership.

Nomad Technology

The Nomad technology platform is the foundation on which the Group s solutions aré built. The three core

products, Nomad Storefront,- Nomad Distribution and Normad Checkout provide international brands with

a wide:range of options for the multi-faceted Chinese eCommerce industry.

Nomad Checkout

‘| Nomad Distribution”

'Nomad Storefront

SaaS website. plugin

| Platform integrations & managed
_services

1.Platfori integrations & managed
| services

" Nomad Checkout enables
Clients to Introduce their
products through their own
webslte to Chinese
consumers. The sale s
finalised by the Chinese
consumer on the Nomad
licensed platform in China.
There are many obstacles for
Chinese consumers buying

1 products from foreign

websites, including payments,

shipping and customs. Nomad

Checkout reduces these

.| obstacles and allows Clients to

| use their existing eCommerce

{ infrastructure to reach and

‘| sell directly to Chinese

consumers:

T Social commerce in China is -high[y '
' fragmented with a great number of

KOLs working across a range of

_eCommerce channels and

- platforms, which makes It difficult
" for Western brands to access this
- route to market in an efficient

manner. Nomad Distribution
integrates with multiple social

|- commerce channels and provides a
-way for brands to penetrate this

market and promote their products

“in China. Through Nomad

Distribution, a KOL’s followers can
purchase and receive the Client’s

“products via drop - shipping from
"the Group’s fulfilment centres in
:the UK and China.

"The Group designs, bullds and _

operates stores in Chinese for

-Clients on eCommerce platforms
: - in China, such as Tmall and RED.

Order processing and fulfilment

| from the Group's distribution

centre in the UK and bonded

-warehouses in Chinese CBEC

Zones.

1 Detailed information on product

sales, customers, stock
management and order
fulfilment as well as information

' from social media platforms, such
| as WeChat, through the Nomad
- Analytics tools.

“ Subscription and
transaction - based fee
| model.

‘Setvice fee and a commission or
buy-and-sell model

" Service fee and a commission or
buy-and-sell model
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Brand Ownership

Comphmentmg the technology and managed serwces a ‘buy in the ‘West, build in the East’ acqulsitlon
strategy-has successfully been. developed The Group has. identifi ed brands in the West, which can be
‘acquiredand subsequently developedand-taunched in the Group’s domestic and international distribution
channéls; To date, the Group has lmplemented thIS ‘strategy with the acqulsltion of dlgestive health brand
Probio? in 2017 and pregnancy and fertility health brand Zita West Products in May 2021.

Distribution

The Group supplies offline and online reétailers in the UK, Europe and China on a wholesale basis. it
undertakes this on behalf of third-party clients on-a buy-and-sell model and typically in'the health & beauty
sectors. In the UK and Europe this includes retailers and online marketplaces such as Harrods, Selfridges
and Amazon. In China there are a wide range of resellers operating across various digital channels that the
Group supplies.
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CASE STUDY: BRAND OWNERSHIP — PROBIO7

Buy in the West, Build in the East

1h-December-2017-the Group acquired the consumer health-brand Probio7 and was-able to deploy to
market through the same channels and technology it provides to Clients.

Launched in-1995, Probio7 is one-of the UK’s ledding digestive health supplements.

Since 2018 Samarkand Global has bullt'a brand preserice in Chiria through a wide distribuition network and
a Tall-Global Flagship Store..

Live streaming, KOL campaigns and CPC activity have grown brand awareness with the largest campaign
reaching 20m consumers and engaging 1 million.

bevelopn‘ie_n_tgf-ChIn_‘a_"ﬁr'st products has been central to the growth:of the brand with ‘£600k revenue’
generated by Probio7-Contours.(8000+ units) since launch in July-2020..

Timeline

1995: Probio7 was foundedin 1995

1997: Products became: available to buy from Harrods, John Bell & Croydon and several independent:
pharmacies-in London. '

2002: Probio?7 Original was listed in GNC centres {(now Holland & Barret) and is available in over 700 Holland
& Barrett stores.

2006: The Probio7 range is. extended for the-first time with the introduction; of Probio7 Advanced and
.Probio7 50 Plus

2006-2017: Probio7 continues to grow in the UK and adds listings in Superdrug, Tesco, Ocado and Boots

2017: Acquired by Samarkand

2018: New products launched Probio7 Ultra, Probio? Global Travel and Asia Travel, Probio7 Bifikalm-and

Kidskalm

2019: Probio7 launched Women'’s Health range, including Probio7 Intiflor, Probio7 Pregnakalm, Probio7

Lactakalm and also Probio7 Restore

2020: Probio7 launched Probio7 Immune+. Probio7 was awarded the Best Probiotics Supplement Brand -
UK in the 5th annual Healthcare & Pharmaceutical Awards, hosted by Global Heaith & Pharma (GHP).
Probio7 Contours was designed for the Chinese Market

2021: Rebranding, Problo? Intiflor was awarded Best Women's Product 2021 by the Rude Health awards.
Probio? launched a'new range, Probio7 Professionals.




' SAMARKAND GROUP PLC
STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

Probio? Performance

‘Having acquired the probiotic brand Probio7, the Group has.groin the revenue of the brand from £1.0m
for the year ended 31 March 2017 to £3.5m for year ended.31 March'2021.

For the year ended 31 March 2021, revenue generated from Probio7 sales was £3.5m, representing a
growth of 66% from £2.1m in 31 March 2020. The growth in revenue is attributed to the selling the Probio7
product range on eCommerce platforms in China which has grown to £1.7m in FY 2021 (2020: £0.3m) and
represents c. 50% of total probio7 sales, and the growth in online sales from probio7.com and Amazon in

Europe, to £0.7m {2020: £0.4m). Traditional UK retail channel sales in the UK were substantially affected
by the covid restrictions in place throughout the period.

Gross ‘margins improved to 68% In 2021.(2020: 53%) this ‘was driven by an improved sales mix and the-
growth of some higher margin products.

v
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CASE STUDY: BRAND OWNERSHIP — PROBIO? {continued)

Having developed the brand successfully through cross:border eCommerce the Group is now exploring
stronger partnerships in China to develop the brands domestic eCommerce and offline retail.channels.

With the successful execution of the Group’s “buy in the West, build in the East” strategy, the Group has
recently acquired Zita West Products Limited and majority interest in Babawest Ltd, both of which have
significant potential in China. The Groupinténds to make further acquisitions of brand assets primarily in
the health-and wellness sectors. The Directors believe these sectors have the highest growth potential
when incorporated:into the UK and international distribution-and eCommerce channels.already developed.
by the group.
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CASE STUDY: LIVESTREAMING
What is livestreaming? L . e W

While it remains lesser known in the ‘West; in recent years Iwestreamlng has taken off as:a:sales channel
on social platforms in the East. Business. through llvestreammg is booming in Asia. This method of selling
compares to the traditional idea.of teleshoppmg The key dlfference being that livestreaming takes-place
on soc:al networks or ecommeree platform apps on smartphones ln Western oountrles Ilvestreaming has
Iwestreammg is. mostly used for entertainment - not sales:. Generally Westem celebntles will livestream
an social networks such as. Instagram, Tiktok and Facebook to.engage with:their followers and.share
opinions on.a variety of topics.

Conversely in China, livestreaming is exploited as a key sales channel. It has developed in conjunction with
the rise of eCommerce giants such as Alibaba, JD, Kaola and Pinduoduo and video sharing apps such as
Kuaishou and Douyin (the Chinese version of Tiktok). Livestreaming eCommerce in China refers to
promoting and selling goods through influencer streams on their social media channels, most often housed-
on China’s eCommerce platforms and in four years has become a $300bn market. If China’s livestream
eCommerce sellers were their own country, they would be the third targest eCommerce: market in the.
world now.

How it works

The differences between livestreaming eCommeérce and traditional eCornmerce are notable. Consumers
follow their favorite brand or influencer (aka Key Opinion Leaders, “KOL”) and then receive a phone
notification to alert them when a livestream is beginning. The consumer then follows a link that directs
them: to the in-app. livestreaming. During the event presenters review products, explain the key features
and highlight the main selling points and answering questions in-real-time.

Livestreaming In Numbers
* Live Stroam Drives Ghlna‘s
' E-commerca awwth
150 Es&ﬁmaﬁeﬁ Market Size in
China by the end of 2021

&

10()

@i{@

OFf all e-Commerce Transactions
on Alibaba Platforms Will be
Generated Through Live
Streaming in 2025

50

2017 2018 2018 2020
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CASE STUDY: LIVESTREAMING (continued)

3500

Why you need to know about livestreaming

Simply put livestreaming equals sales in China. Thanks to'the advantages it offers consumers.and the level

of trust consumers place in it, livéstréaming drives a much higher lével of conversion when compared to
traditional eCommerce. Alibaba forecasts by 2025 80% of the GMV will be driven by livestream commerce
and this format is now moving into other markets outside of China. In the USA livestreaming eCommerce
is still in its infancy and worth an estimated $5bn. Since 2017 the China market has grown to be $300bn.
Whilst the adoption of livestream commerce .is unlikely to be as rapid as It has been in China it-is
undoubtediy set to increase significantly in the coming ‘years, particularly as traditional offline retail
continues to be disrupted by COVID-19.

Through our technology and managed services, we provide brands with access to the incredible sales
opporiunity that livestream commerce in China represents.in a way that is extremely hard for- them to
access on-their own. As one of the few Western companies experienced- in this eCommerce format we are
uniquely positionéd for when this becomes a dominant form of eCommerce in other markets.

10
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CHAIRPERSON’S STATEMENT
Introduction

Despite the challenging year we have all faced the Group continues to build on the strong foundations put’
in place since incorporation in 2016. 1 am delighted to have joined such a fast-growing company at such an
exciting time and | am particularly pleased to be releasing our maiden full year:results as a publicly listed
company, following our successful oversubscribed IPO and listing onto the Apéx segment of the Aquis
Growth Market in March 2021.

The results we are reporting today show the significant progress that has been made over the past year.
Our teams have remained-focused on providing.our customers with a more direct-to-consumer route to
the world’s largest eCommerce market. The mission of the Company, to connect consumers of the
eCommerce market in China with international merchants, comes at a time when the need to reach new
markets-and new consumer groups has never been greater for businesses of all sizes. The pandemic has
made eCommerce even more relevant than ever before, characterised by digital trade and technology and
we believe Samarkand is at the frontier of this growing market.

Financial Resuits

The Group delivered significant revenue growth in FY21 of 201% to £20.6m {FY20: £6.8m) with like for like
revenues increasing 116% to £14.8m (FY20: £6.8m) excluding exceptional revenues of £5.8m. As a result
of the proceeds raised at the IPO, the Group has moved from a net debt to net cash position. At the year
end, the Group’s net cash position was £11.6m (2020: net debt £5.9m}, which provides the ideal platform
to execute plans and deliver sustainable value.

People
.None of this suiccess would'be possible without the.passion and diligence shown by our people, who have *-
risen to every challenge posed by the pandemic. These results. are a reflection of that endeavour and on
behalf of the Board, | offer them imy sincere thanks.

8Board and governance

At the time of the IPO, we established the Board and governance structures suitable: for a fast-growing
listed company. The newly formed Board, supported by the Nomination & Remuneration, Sustainability
and Audit Committees, bring a breadth of experience in eCommerce, public markets, finance, and
governance. We have established a solid working relationship, remaining well connected and
communicative despite the restraints of the pandemic. It is a pleasure to work with a group of such
knowledgeable and experienced professionals and I'am grateful for the contributions that have been made
to date.

11
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Summary and Outlook

We operate in one of the fastest changing markets where new trends and technologies can, and do, change
the market rapidly. This is what makes this such an exciting industry to operate in but also brings withit a
unique set of chalienges. The ability to adapt and react quickly to the opportunities this-environment brings

will be key to our success and we are investing heavily in the technology that will best position us tosucceed

-as this market continues to evolve.

We ate making good progress towards our goal of acquirlng additlonal consumer brands and making

strategic acquisitions which is evidenced by cur. recent acquisition of Zita-West Products and Baba West:

Ltd: The focus for the year ahead is to further dévelop the Nomad platform’s functionality and services, as
well as expand the Group’s business development activities in Europe, Northeast Asia, and North America.

The Group has implemented a “buy in the' West, bulld In the East” strategyin relatian to its acquisition of
own brands. We plan to continue to extend marketing of our own brands over the coming months. This
strategy is focused on the ide_-miﬁcation of Western brands with growth potential, their acquisition,
subsequent redevelopment and launch into the Group’s sales channels in China and elsewhere,

The market appetite for our technology is being. well recelved by .our customers and we believe that:the
long-term opportunity remains. significant. We are continuing to build strong momentum with our
customers and our own brands-and look positively to-the year akead.

T an :"H-« C Do%;z

Tanith Dodge

Chairperson
2 Auju.sf 202}

12
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CEO REVIEW

Despite the many challenges over the last year, it has:been a year of phenomenal growth :and major
milestones achieved by the Group. The stand-out event was our over-subscribed IPO and listing onto the
Apex segment of the Aquis Growth Market. Our listing was only possible due to the solid foundations we

had built since incorporation and the successful execution of our strategy to make the world’s largest but
most complex eCommerce market more accessible through our technology and expertise.

Our teams in the UK and China responded and adapted remarkably well to perhaps the most disruptive
event in our generation. Our UK distribution centre remained opened throughout the pandemic whilst
maintaining the highest levels of safety for the operational teams working there. Our priority going forward
is to continue providing a safe working environment and ensuring our teams remaln safe, supported and
motivated.

Our IPO & Strategic Investment

in March 2021 we successfully completed our IPO and admission on-t6 the Aquis Growth Market In London:
in what was the first time a growth prospectus had been used in Europe. The IPO was supported by both
institutional and retail investors and due to the high-demand the amount ralsed was increased from the.
initial target of £10m to £17m. This was quickly followéd by a further strategic inveéstment by one of the
leading express delivery companies in China, with whom we have been working for several years. Whilst
the net proceeds of £3.1m will help to accelerate our growth, it is-the commitment from such a major
partnér and the opportunity that it represents which is truly significant.

The IPO has enabled many of our-colleagues to become shareholders and | am very pleased that over 10.4%.
of the shares at 31 March 2021, are held by employees. The support from our Initial Investor, Smollan
Group, one of the world’s leading retail service companies, continues and they converted £1m loan note
to equity.

Nomad Technology

The development of -our technology-continues at-pace. We have increased our development and delivery
capability to allow us to roll out our solutions faster and further afield. Our solutions are now being
deployed by major enterprises in Europe and Northeast Asia which represent a huge addressable market.
in Europe one of the largest eCommerce companies has deployed our. Nomad Checkout solution to one of
their flagship eCommerce sites. In Northeast Asia, in line with our strategy to expand into this market, one
of the world’s largest beauty conglomerates Is also: deploying our Nomad Checkout solution to power
direct-to-consumer sales from South Korea to Chinese consumers. North America is another enormous
market opportunity for our technology and the group is already in advance discussions with a major partner
for the market. We expect to provide an update on this in due course.

With projects already underway-and adoption of our technology by multi-national -corporations we are
executing our vision of becoming an integral part of the infrastructure that will power eCommerce between
China and the rest of the world on the digital silk road. I’m very excited about what comes next and the
potential for-our solutions to help-the millions of smaller merchants that have great potentialin the world’s
largest eCommerce market but currently lack access.

13
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Buy in the West Build in the East

In line with our strategy of acquiring businesses in the West with high growth potential in Asia we
completed our first acquisition since the IPO in May. The acquisition-of Zita West Products Limited (“ZWPL”)
and 51% of Babawest Ltd (“BW”) is complimentary to the existing health brand owned by the Group,
Probio? and is positioned for significant growth in China through the Group’s sales channels and
technology. Zita West: herself is a. world-renowned specialist in fertility, IVF-and assisted reproductive
therapy (ART). The Zita West clinics have treated thousands of couples and has amongst the highest success
rates in the UK. Zita is a widely published author on the subject-of fertility and reproductive health and the
range of nutritional supplements that have been developed over the last 20 years are specifically designed
to support this process. As the global birth rates has dropped, China has become the biggest consumer of
ART and in.the same month as the acquisition, the Chinese government announced the introduction of a
“3 child policy” to reverse the population decline. The acquisition of ZWPL represents a significant
opportunity to rapidly-grow this brand-in the world’s largest market.

The performance of our health brand, Probio7, has continued to improve throughout 2020. During the
pandemic wholesale to retailer sales dropped significantly due to lockdown closures. The impact of this
was offset by the higher margin sales through our own eCommerce charinels and the enormous growth
the brand experienced in the Chinese market during this period. When we acquired Probio7 in December
2017 it was a brand with a loyal consumer following developed over 20 years and had grown sales to £1.2m
annually over that time. In FY2021 under our ownership, sales increased to £3.5m with over £1.7m coming
from launching the brand in China.

We will continue to evaluate opportunities and acquisitions. that fit within our strategy and are:
complementary to our portfolio. "

Accelerated Investment

The original'target:for the fund raising of £10m wias significantly surpassed which has allowed us to invest
‘more aggressively to accelerate our strategy. We have significantly Increased Investment In our technology
and operational teams arid have begun the process.of expansion into other international markets starting
-with Japan and continental Europe.

The company now employs over 140 up from 61 in March 2020. All of our employees are working extremely
hard to deliver the objectives of the business, innovating and creating solutions to problems that are
complex to solve in one of the fastest moving and changing industries. Our technology team which now
spans the UK and China has increased from 14 In March 2021 to 23 In July 2021. The team has successfully
delivered our unique Nomad Checkout solution across a number of eCommerce sites for one of Europe’s
largest eCommerce companies, providing a strong validation both of our technology and the addressable
market for our solutions. ‘

14
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Markets and the Environment

In-2014 the Chinese gov’ern‘méht intraduced the first policies designed to promote the cross-border
eCommerce industry. These included pilot free trade zones, -preferential tax policy. for goods purchased
through this route and dispensations on products in certain.categories such as no need for animal testing
on skincare and cosmetic products which was previously required for general imports. Since then, this
policy has been further strengthened with more free trade zones, even lower tax rates and higher
transaction limits. During this time China has become the global leader in eCommerce both in terms of
size and scale but also innovation. Social commerce and live-streaming is.a phenomenon that started in
China and has grown at an Incredible rate, from $4bn in 2017 to a forecasted $300bn this year. This
represerits an enormous opportunity but also comes with it’s own set of challenges as traffic moves to
different platforms and channels at a relentless pace. We have experienced that first-hand with some of.
the channels we work on moving to-Douyin where we didn’t have a presénce initially. We -have now
integrated Nomad into this very exciting platform and plan to generate our first sales in the coming months.

An interesting development is the adoption of these livestream technologies and trends appearing.in
Waestern markets which presents unique opportunities for the Group as one of the few Western companies
with such exposure to what, | believe will become the dominant form of eCommerce for the Post 2000
generation in markets outside of China in the near future.

In the aftermath of the pandemic, there have been some notable developments in the market and industry
in which we operate that present future opportunities and challenges. COVID-19 has caused immense
disruption to international travel which is one of the ways Western brands have been discovered by
Chinese consumers. This disruption has resulted in a rise of domestic Chinese brands replacing the once.
popular international brands. The almost complete cessation of international travel by Chinese tourists to
overseas destinations means that the consumers who do want to purchase international brands have had
to.do so online which has created opportunities particularly In-markets such as lapan:and South Korea that.
have relied on physical retail and tourism. In response we have accelerated our timeline to enter these

markets.
‘Commentary on KPIs

With the launch and rollout:of our Nomad Checkout solution, one of the key KPI's we will be focussed over
the next 12 months is the adoption and retention of merchants installing and using the solution. The
merchant has the option to take an off-the-shelf plugin for eCommerce software platforms such as Shopify
or an Enterprise version for companies that require a tallored solution to fit with thelr own technology and
fulfilment processes.

Top line revenue is a key metric however the way we derive that revenue will evolve and change as we
execute our plan. We anticipate that as more of our technology is adopted by clients it will become more
-repeatable.and witha higher gross margin than revenue derived from our “buy-and-sell” model and own
‘brand sales.

15
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Outlook statement

I am-extremely proud of what we have achieved over the last: few years with a very modest amount of
Investment. We are truly-excited by what the future holds. now that we are well resourced. We have a solid
foundation: operationally, technically, and financially from which we can now build. The adoption of-our
technology solutions by significant and distinguished companies, combined with the investment from SF
Express validates our vision and gives us confidence that the road ahead is a very positive one for the
Company. As true pioneers, bridging technical and cultural divides between international merchants and
consumers in the world’s largest eCommerce market there will inevitably be challenges to avercome but |
amconfident thatthe partnersand teams we have in place can deliver success.

The pace of change of Chinese eCommerce means we need to be constantly evolving and innovating. We
have the benefit of operating in the most dynamic eCommerce market which is now shaping the evolution
of eCommerce on a global scale. Chinese eCommerce has been driving trends in other parts of Asia for
some time and we are now starting tosee that spreadto Europe and North America where platforms such
asTIkTok and trends such as live-strearh commerce are starting to gain traction. This is an area where we
will be paying: close attention given our unique position in both.geographies.

Our expansion into Northeast Asia through our newly formed entity and office in Japan represents an
enormous and exciting opportunity -for us to deploy our. solutions and technology to a new market which
already has huge demand from Chinese consumers, Japanese and South Korean brands are amongst the
most sought-after and the cross-border trade between Chinese consumers and brands from these
countries dwarfs that of almost all other markets.

We operate in an innovative, fast-moving eCommerce market, one that is shaping the way consumers shop
online and defining what eCommerce will become not just in Asia but in other parts of the world. All-aspects
of life are accelerating towards digitalisation and the exchange of goods across geographical borders has
become pait of everyday life for consumers across the globe. It is an exciting time to be building the
technology and infrastructure, the pipes and plumbing, that make digital commerce more efficient
between international-merchants and the world’s largest grotip.of consumers in China.

N

David Hampstead

Chief Executive Officer

L August 221
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Principal Risks and Uncertainties

The Board monitors and assess the risks faced by the Group across the business activities and territories
in which it operates and has identified the areas it considers to be most relevant.

"' Description
.@@.ﬁ.eiiﬁﬁﬂ::lﬁﬁ - Asthe crossiborder eCommence marketin Ching .. ‘Witi"(ﬁrfpiiﬁ;,;}it}i s diversified
* the markets in - matures the Group may encounter more " activities, revenue streams, -
- which the Group - : competition. Existing competition may expand geographical operations and
. operates s * their services and offerings. The number of i focus on-.eCommerce Is well -
expected to " brands entering the Chinese market is expected positioned to accelérate and
increase in the * to increase and consumer preferences may capitalise on [ts positioning.
: future ~ change increasing competition for brands : The Group seeks to
i already invested in the market. ' strengthen its position

through key partnerships. In :
. addition, the Group routinely

-, reviews the competitive

' landscape to identify

. potential threats.
* Brexitrisks and - On 31 December 2020, the United Kingdom ! The Group maintains a high -
. disruptionste . exited the European Union. Although certain  ; level of expertise in its E
';f' supply chains : terms were agreed in connection with the , purchasing and supply chain
. United Kingdom's exit, there remains significant | team. Contingency plans

" uncertainties as to what the impact will be on  were implemented in the

% the fiscal, monetary and regulatory and legal :'lead up to the 31 December
: landscape in the UK, including, amongst other | 2020 date and Group

' things, the UK’s regulatory and tax system, the | continues to manage the :
- conduct of cross-border business and export and | disruption due to the changes -
- import tariffs. There Is also uncertainty in in customs regulation-and "
" relation to how, when and to what extent these | processes.

developments will impact on the economy in the
* UK and European Unlon and the future growth
© of its various industries and on levels of investor The potential export :
. activity and confidence, on market performance ' jmplications are also assessed
~“and on exchange rates. Although it is not © and tracked accordingly.in

" possible to predict fully the effects of the UK’s line with.government

. exit from the European Union, any of these risks, | ypdates. The overall impact

- taken singularly or in the aggregate, could have : of Brexit on the Group’s

i m o rme e voame e vme  e rvmn

: * .a material adverse effect on companies and 7. export business is expected
: therefore could affect the Group’s business, “ to be low and the Group will
.  revénue, financial condition, profitability, ;. continue to manage the

- results, prospects and/or future operations. : ‘ongoing developments.
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The Group’s  The Chinese shopping calendar has evolved
‘business is : to.centre around large shopping festivals
subject to i such as Singles day in November. As much as

““The promotional calendar in China
s.set to continue for the ;
areseeable future and will remain

i'seasonaland.  30% of the annual revenue for abrand can - i’a mainstay of Chinese
‘ quarterly : occur in the month of November alone. This | eCommerce. The Group will focus
i fluctuations : can place strain on supply chains, nd prioritise third-party brands

hat can support the supply chain* .
emands.

! centredaround - " particularly amongst SME brands who have
i large “shiopping - typically been the Group’s client base. The
 festivals” - success of these sales events can have an

: { Impact on the-Group's results. Ini periods

' before and after these events consumer

‘i spending significantly drops resultingin an
* uniequal distribution of revenueé on a

: monthly or quarterly basis. These events are
1 also characterised by discounts and

_ promotions which as competition increases,
“: may impact the profitability of sales.

There are an iricreasing number of -
influencers and channels that ‘
eschew these ultra-competitive
periods and focus on other times -
of the year. As the Group increases:
the number of channelsthatit
: sells across and the penetration of
its pure software-based products
: Increases the impact of these

: seasonal fluctuations: will reduce.

j
4
!
l
i
{
§

deoild

The Group s

* Geopoittical | Geopoitical tensions hav fying its lient

issues or continue occur between the Group's primary i base and geographic coverageto

¢ negative market and other countries which may have ( mitigate the effect of negative

i consumer : adverse impacts on trade of goods from : sentiment or restrictions directed

. sentiment  those countries. Consumers may also form . at specific territories. Expansion -

 towards : negative sentiments towards products or into continental Europe and North :
international: ‘E:Z brands from-countries or regions due to ' East Asia is already underway and.

: brands - social, political or other reasons outside of  the Group will ook to increase its

the Group’s control.  global footprint over time:to other

- - territories.
: China’s strong domestic manufacturing base

could increase the prevalence of quality
 domestic brands which have historicaily
been the preserve of international brands.
-An increasing preference for domestic
¢ brands and products has been a notable
- trend In China during 2021 as consumers
' have been unable to travel and supply chain
* disruptions have reduced access tosome
' international brands which has allowed
* domestic brands to increase market share in
" certain categories and amongst certain :
" demographics.

- The primary market is currently

~ China but the Group’s software

and solutions could also be
+ adapted to solve the challenges of
' other complex eCommerce ‘
markets.
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_“changes Inthe
- eCommerce

3

i market In China

Structural

* Bescrption

" Chinais a fast-changing
: eCommerce market. New * torlts activities In China and retains a top tier
. platforms can rise and fall from -
. relevance very quickly and traffic
patterns can change. Regulations
. can be introduced or changed at
:-short notice that may not.be

: favourable to the Group’s

The Group closely monitors policy in relation -

* Chinese law firm to provide advice and

opinion on its products. Where possible the
Group has direct-interaction with relevant
authorities to ensure it follows all relevant ;
laws-and regulations. With regards the recent
4 changes on animal testing the Group is

.. activities. engaging with its clients and relevant

:‘Aecent change in Chinesé
% policy.directly relating to the
Group's activities is the

- relaxation of the.animal testing |
 policy on skin.care and beauty
- products. This category forms a
" core partofthe Group’s
* business.

 The Group relies
. on third parties -
over whom the
Group has

+ limited control
7 for

transportation,
delivery and
fulfilment of its
orders

 -organisations and sales-channels in China to
: understand the impact.

The Group must decide where to deploy its

' resources to ensure it is present on the

. relevant channels and platforms. It does this  :
- by engaging directly, through its operations in ©
i-China, with the key players in the industry, :
‘ consultants, data sources and proféssional

/. and trade bodies relevant to its aperations.

Fast, reliable delivery isakey < -A‘commercial relationship has been in piace
component of eCommerce in any . with SF Express for a number of years already

. market but.particularly in i and as China's leading express delivery

" ? advanced markets like China. i-company it has fulfllled all the requirements
* Integrations both from a :* of a reliable and quick delivery partner. They

- : software and operational
¢ perspective are required to have not been adversely affected by the -
maximise efficiency. In orderto ! changes in air travel.and have continued to
: deliver cross-border orders deliver reliably throughout the pandemic.
= speclallicences are required
* which is typically limited to
;. Chinese companies which limits  The Group has deepened the relationship

f have their own fleet of aircraft and as a result :

e,

the Groups options for logistics beyond-a-pure commercial basis by welcoming

; partners. {"SF Holdings as a shareholder. The Group aims

“to mitigate any dependencies on one single
i provider or partner by working with, where
: possible, complimentary providers.
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i Influencersand : The Group works extensively with ‘The Group is working to extend -

KOLs becoming influencers and KOLs who can and do S the range of influencers and
brands themselves. :: change their focus as they grow in ;. KOLs that it works with across

popularity from promoting third-party . ‘broader categories and in size

i
t
i
i
1
!
!
§
i
i

' - brands to developing their own brands. 3':'and scale.
This has been seen In some of the larger 'i‘;."
‘ © KOLs that the Group works with in China | 1'e GrouP may also pursue
; +and we expect this trend to continue. This -.pa.rtnershlps, cojbrandmg and
* * may affect the Group'’s ability to sell its own ;L?Jmnt ventures with relevam KOLs

or third-party products through these sales ?ﬁ.énd influencers.

“ channels.

Effective safety and prevention
‘measures were quickly :
- -implemented at the outbreak of :
Lo , , i the pandemic which has allowed ;
g Some of theAk_ey cha!lenges faced py:the '~ the Group to maintain :
- Group as a result of COVID-19 have been: .
i -1 operations from its UK
" o Supply chain disruption of its own | distribution centre without any
= brands and third party clients resuiting downtime or drop in fulfiment
in Transport and fogistics as a resuft of capacity. The Group was already

The COVID-19 pandemic during 2020, and
- continulng into 2021, has presented the
: Group with opportunities and challenges.

| impact of COVID-18

changes in air transportation resulting : configured for effective remote
in higher logistics costs-and sales working before the pandemic
disruptions. . giveniits distributed workforce

: @ The free flow of people between the - and international team structure.
i Group'’s officesin the UK, Chinaand ;
Japan resulting In managementand  ; The Group continues to actively
personnel challenges. Despite the roll- i monitor the course of the
out of vaccination programs restricted - pandemic and to adapt to the
entry to China.is expected to last until : government guidelines in the
the second half of 2022 i countries we operate in.
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i Descrten - Miigat

‘The Group is : The nature of the Group’s businessIsto  *, The Group has invested
‘engaged in creating create technology-based solutions to solve  significantly In Its software
‘newtechnology  : the challenges of néw industry with little or | development team alongside
products ‘no precedent. There are few.if any peers to ' “working with key. expertsinthe
1 * draw direct comparison with and many of - eCommerce industry to navigate
. the problems being sotved are being solved :-the complexity of the landscape
. for the first time:or in new ways. These  : in which it operates.
. solutions may not achieve the commercial ) .
? success anticipated in.the timeframes ‘ Tne ‘,‘,’9”9“,’""““”? t‘{"?"f"?"? ny
3 A imagined. Competitors may create : that |.ts aPRm ach a'nd te'chnology
competing te¢hnology and solutions with . solutions differentiates !t from

o . , ) “its competitors-and will seek to

. more resources to capture market-share. | o

- invest further in this area to

widen these-differentiations,

o e g Pt

Lossofamajor . Asmall number of sales channelsand | The Group continues to focus on

sales channel or clients which the Group has a long-term ' diversifying its client base and
i client  historical relationship contribute over 20% | revenue streams and has
4 .+ of annual revenue. The loss of any such !"expanded this through the
.. ¢hannel would have a direct impact onthe | opening of new channels and
* earnings potential of the business. " bringing on board more _
: -,;;ﬂtechnOIOgy and sérvice revenues.
}

The Group has a good working
relationship with all its major ;
customers and channels and has
invested in growing its key

1+ account management and sales :
! teams to manage delivery of our
services and support across '
-1 geographical regions.
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FINANCIAL REVIEW
Overview

During the year, the Group demonstrated high growth In revenue and gross profit, ‘as total revenue
{including exceptronal revenues of £5.8m) grew. by 201% to £20.6m (2020 £6. 8m) and gross margin
improving to 58% (2020: 48%).

Revenues and-gross margin
Revenues excluding: exceptlonal revenues are up 116% to £14.8m {2020: £6.8m), with revenues on our

Nomad technology up 317%to0.£6.4m (2020 -£1.5m), brand ownership revenues.up 66% to £3.5m (2020 ‘
£2.1m) and distribution revenues up-51% to £4.8m (2020: £3.2m).

The sig_niﬁcant increases are largely driven by the increase In revenues on our.Nomad technology platform,
including_high levels of social selling, the growth of online sales during the. first lockdown, as well as
increases In revenue generated from our own brand, Probio7 in China. Due to the temporary closures and
reduction-in travel, the’ Group saw -a dramatic shift in consumer behavuour towards online- shopping,
partlcularly during the months where different parts of the world were in lockdown.

The Grotip's gross margin (exciuding exceptional revenues).increased-to 62% (2020: 48%). The improving
margins are-a result of the Group’s continued development of its B2C capabilities and the transition away
from its low margin B2B distribution model. In: addition, the increasing gross margin performance reflects.
the Group s focus on technology and services, which typrcally yields higher margin than distribution sales.

Exceptional Revenues

With teams in both the UK and China the group was ideally- positioned to source and supply products
necessary for the corona\ii_mé resp;onse. As a result, a £5_-.8m government contract from the Department of
Health and Social Care.(the “Exceptional Revenue”) was awarded to the company in April 2020. for the
supply of personal protective equipment. This contract was successfully fulfilled.

Operating expenses

Selling and distribution expenses, excluding exceptional revenues have increased to 37% (2020: 22%) of
" revenue, as a result in the increase in social selling, with transaction fees paid to KOLs as well as an increase
in marketing investment in our own brand probio?. Variable costs (which includes cost of sales, selling and
distribution expenses) have remained steady at 76% (2020: 74%) of revenue.

Administrative expenses, excluding exceptional revenues, listing fees, share-based payment expense,
decreased to 27% {2020: 383%) of revenue as a resuit of operational efficiency and the Group’s ability to
scale its current operations and facilities as revenue grew. With the proceed from the IPO, the Group have
begun investing heavily in its people and in additional regulatory, compliance costs as a result of being
publicly listed. '
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Earnings per share
Basic and diluted earnings per share was 0.78 pence per share (2020:(3.93)4 pence per share).
IPO and net cash/{debt)

The Group listed on:the Apex segment of the AQSE Growth Market in March ~2621 and raised a-total of
£17m from both institutional investors and qualified investors. The subscription and placing shares
represented approximately 29% of the enlarged share capital at the time,

As a result of the proceeds raised at the IPO, the Group has moved from a net debt to net cash position.

Alongside the funds raised, the directors’ loans, former director loans and loan notes were converted into
shares or repaid.

Mar-21 Mar-20.

Cash and-cash equivalents 14,606,867 :572,586
- Right-of-use lease liabilities {972,994) {1,216,486)
Borrowings (2,082,538) (4,746,478)

Directors’ loans - {499,511)
Net cash / (debt) 111,551,335 (5,889,389)

At the year €nd, the Group’s net cash position was £11.6m (2020: net debt £5.9m), which places the Group

in a good position to accelerate its growth, bringing forward investments.in its technology and increasing

its client service, fulfilment-and operational capabilities to execute on its plans and deliver on long term
“value. ‘

Financing costs of £0.4m {2020: £0.3m) comprised of interest expenses of £0.3m {2020: £0.3m).
Depreciation and amortisation

The total depreciation- and amortisation costs were £0.2m and £0.3m respectively (2020: £0.1m and
£0.3m). The Group continued to invest in its Nomad Technology platform with a total of £0.6m (2020:
£0.4m) development costs capltalised during the year.

4 Comparative EPS calculated over the sub division of shares as part the share for share.exchanged completed-
“prior-tothe PO
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EBITDA.
EBITDA Increased to £1.1m (2020: loss £0.8m)-after: deduction £0.5m in listing: fees, and share based
payment charges.

Mar-21 Mar-20

EBITDA 1,133,858  (828,971)
Share-based payment expense 26,914 &
IPO Listing Fees and restructuring costs 460,174 -
EBITDA before Listing Fees and Share-based payment expense 1,620,946  (828,971)

The increase in EBITDA is driven by the exceptional revenue contract with the Department of Health and
Social Care, which contributed £2m in net profit. Adjusted EBITDA has improved from £0.8m to £0.4m loss.

Mar-21 Mar-20

EBITDA before Listing Fees and Share-based payment expense 1,620,946  (828,971)
Exceptional Revenues Contract {net profit) (2,039,621) s
Adjusted EBITDA (418,675)  (828,971)

Going Concern

The financial statements have been prepared on a going.concern basis. In adopting this basis, the Directors
have carried out a robust assessment of the emerging and principal risks facing the business. As a result of
the assessment performed, the Directors consider that the Group has adequate resources to continue its
normal course of operations for the foreseeable future.
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ENGAGING WITH OUR STAKEHOLDERS

The Board recognises that Samarkand has-2:number of stakeholders, including shareholders, customers,
employees and suppliers.

Section 172 statement

The Board of Directors, in line with their duties under section 172 {“s172”) of the Companies Act 2016, act
in a way they consider, in good faith, would be most likely to promote the success of the Company for the
benefit of its members as a whole, and in doing $0 haveregard to a range of matters when making décisions
for the long term. Key decisions and matters that are .of strategic Importance to the Company are
appropriately.informed by s172 factors.

Section 172 of the Companies Act 2006 requires Directors to take into consideration the Interests of
stakeholders and other matters in their decision making. The Directors continue to have regard to the
interests of the Company’s employees and other stakeholders, the impact of its activities on the
community, the environment and the Company’s reputation for good business conduct, when making
decisions. In this context, acting in good faith and fairly, the Directors consider what is most likely to
promote the success of the Company for its members in the long term. We explain in this annual report,
and below, how the Board engages with stakeholders.

The Board regularly reviews the Company’s principal stakeholders and how it engages with them. This is
achieved through information provided by management and also by direct engagement with stakeholders
themselves.

The table below sets out some examples of how the directors have exercised this duty:

Stakeholder How we engage

Our Shareholders The Company listed on the Apex segment of the AQSE Growth Market in
March 2021 after a highly.over-subscribed IPO. During the listing phase,
the Executive Management Team had. the opportunity of meeting 28
institutional investors and presenting to c. 80 high net worth individuals
during the roadshow. Due to COVID-19 restrictions all meetings were
conducted virtually. ’

The Board and Executive
Management Team
maintains strong
relationships with investors
and supports open channels
of communication. The Company proactively engages-in: dialogue with shareholders. Since
the IPO in March 2021, the CEO has participated in number of investor
presentations and at various other investment led-events.

Our first AGM will be held on 7 September 2021. This will provide an
opportunity for shareholders to meet the directors and discuss the
year’s results.

Website and shareholder communications

Further details on.the Group, our business and key. financial dates can
be found on our corporate website: https://www.samarkand.global/
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Stakeholder

How we engage

" Our People

Our employees are at the core
of everything we do

At Samarkand, we believe that our strength comes from Our People
and success comes from shared goals and values. We-are proud to
celebrate the diversity of our employees and work hard to empower

our workforce and to create a positive -and inclusive culture within-

which our teams can grow. The sustainable success of the business Is
dependent upon the development of and investment in our teams of
highly talented and dedicated employees.

Our teams are kept fully informed of the business’ performance,
operational and strategic initiatives through our monthly newsletters
and quarterly townhalls. We continually strive to maintain open

communication and encourage collaboration from all our employees |

through shared learning sessions.

Our.Customers and Brand
partners

Communication with our
customers and brand partners
is fundamental to
understanding how we can
continue to addvalue through
our Nomad Technology and in
the services we provide.

The trust of our customers and partners is fundamental to our
success. We are committed to building innovative customer-led
technology solutions and products. We maintain a strong
relationship with our partners through our dedicated accounts
management team. Through regularmeetings and:.conversations, we

regularly review their feedback which enables. us to improve the

services and solutions we provide.

Our Suppliers

The relationship we have with
our suppliers is key to ensuring
that the quality of the products
we deliver to our customers are
maintained at a high standard
and the delivery Is managed for
the smooth-running of our
business.and its operations.

‘We rely on suppliers across a number of geographical locations.

Throughout the year we have worked closely with our key suppliers
to manage the disruptions as a result of the social distancing
requirements required at manufacturing. facilities as a result of
COVID-19. We have also had to assist our key suppliers in Europe
transition post Brexit. It is important that we continue to
communicate with our suppliers and.adapt to ensurethe high quality
of our products and services are maintained.

RO -

X Yo

David Hampstead

Chief Executive Officer

n R‘u"gu;& 03|
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BOARD OF DIRECTORS AND SECRETARY PROFILES

Board of Directors

The Board comprises a team of individuals who individually and collectively bring considerable
experience to bear in promoting and managing the interests of the Group.

A summary of the management expertise and experience of each-of the Directors

Tanith Dodge (60) David Simon Smiley | leanette Hern Keith Higgins {58)
Hampstead (42) | {40) (53)
Independent Non- Co-founder, Co-founder, independent Non-
Executive Chairperson Chief Executive | Chief Non-Executive Executive Director
Officer Operating Director '
_ Officer
Tanith is an International | David began his | Simon started | Jeanette has 1 Keith has 20 years
Business Leader working | career as a his career as a | considerable of eCommerce
as a member of senior software store. experience in experience with
executive teams and engineer at management | international two of the largest
providing a commercial | large blue-chip | traineein finance having consumer goods
approach to the business | firms such as 2004 with joined Smollan companles in the
and people agendaand | Hewiett Rank PLC in as Global CFO in | world. From 2000
has over 35 years of Packard.and London. Later | March-2015. to 2010, Keith held
experience working as Vodafone Simon co- Jeanette has senior positions at
an HR Director acrossa | before moving | founded played a key role | Proctor & Gamble -
broad sector.of to a-mobile QuickThink in'the {(“P&G") as
International businesses. | technology Media with | geographic Innovation Centre
Her previous posi{ions start-up.leading | David expansion of the | & eCommerce
included Group HR a'team of Hampstead. Group, managing | Director (2000~
Director Bicester Village | engineers Post the successful 2006) and then as
Collection, member.of building QuickThink’s | integration of eCommerce and
the Management software for exitto acquired Pharmacy. Channel
Committee and Group mobile phone Gaming businesses, as Director (2000-
HRD-at Marks and companies Reaims PLC, Smollan’s 2010). In 2010,
Spencer Group PLCand | across EMEA Simon footprint grew Keith moved to
at WH Smiths.PLC. and Asia. In became the from 22 to-59 Unilever to become
Tanith has held senior 2008 David group’s Chief | countries across | Vice President
HR roles at established Marketing the world. eCommerce and
Intercontinental Hotels, | QuickThink Officer .Channel
Diageo, Prudential PLC Media and Bejig | planning and | Prior to joining Development,
and Allied Domecq. Ltd. Both executing Smollan, .becoming Senior
businesses large Jéanette wasa |- Vice President of
Her current Board were consumer partner at Grant | eCommerce in 2012
experience includes subsequently “acquisition Thornton for 26 | and Executive Vice
‘Non-Executive Director | combined and | campaigns. years, becoming | President
.and Chair of floated on the Simon holds the youngest eCommercein
Remuneration London AIM: an MA(hons) | partner and 2013, In 2010, after
Committee, Chair of Market as In-economic second female 10 years heading-up
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Organisational Health Gaming Realms | and social partner. Unilever’s global
Committee and member | plc (GMR:LSE) | history. Promoted to eCommerce
of Audit Committee and | where he Deputy CEO strategy he was
Nomiriations Committee | served as Chief during her promoted to a C-
at Robert Walters PLC. In | Technology: tenure, her level role as Chief
addition, she is a ‘Officer. in 2016 position allowed | Customer
member of the Advisory | he founded her to. Development
Council for Price Samarkand successfully Officer.
Waterhouse Coopers Global with the champion
responsible for advising | vision to make transformation. | Keith’s experience
internal business leadefs | the world’s across two decades
on a range of subjects largest She is a qualified | at P&G and
and Trustee for eCommerce Chartered. Unilever brings a
Ambitious About Autism. | market more Accounitant - unique level of
She has also been a accessible to CA(SA)and a insight,
director of Regentsinns | international ‘member of the understanding and
Plc and Busy Bees Pic brands. South African network in the.
and is a former Trustee Institute of global eCommerce
of Kids Out and former Chartered industry tothe
board member of CIPD. Accountants board
A , {SAICA).
External Appointments External External External External
: Appointments Appointments | Appointments Appointments
Robert Walters PLC: - ,
None' Tamacre Global Smollan None-
Member of the Advisory Limited Holdings,
Council at subsidiaries and
PricewaterhouseCoopers associates:-
Trustee of Ambitious
About Autism Schools
Trust
Senior Managers

In addition to the Board of directors, the Group.employs the following Senlor Managers:

Eva Hang ~ Chief Financial Offfcer and Company Secretary

Eva Is responsible for directing the global financial strategy, planning.and forecasting for the Group. She.is
also responsible for ensuring that all financial management information and reporting Is In line with the
strategic and opierational objectives of the business. Having spent two years in a fintech start-up in London,
Eva previously served as Group Financial Controller at Gaming Realms plc (LSE:GMR) where she supervised
all aspects of the finance function and was responsible for the implementation of several acquisitions and
disposals. Eva holds a BS¢ in Computer Sclence and a BCom in Finance and Accounting from the University
-of Sydney and was previously an audit manager at BDO in the UK. She is a qualified Chartered Accountant
and a member of the Chartered Accountants Australia and New Zealand .
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CORPORATE GOVERNANCE REPORT.

The Board comprises the Independent Non-Executive Chair, two Non-Executive Directors and two
Executive Directors. Short biographical details are set out on pages 29 to 30.

The Board Is responsible for the group’s overall strategy and for the overall management of the group. The
Strategic Report on pages 1 to 28 outlines the key approach to driving the performance of the Group and
promoting the long-term sustainable growth of the company for all shareholders.

The Board has established Nomination & Remuneration, Sustainabllity and-Audit Committees,.each with
formally delegated duties and responsibilities with written terms of references. Frorn time to time,
separate committees may be set up by the Board to consider specific issues when the need arises.

Audit and Risk Committee

The Audit-and Risk Committee assists the Board in, amongst other matters, discharging its responsibilities
with regard to financial reporting, external audits, including reviewing the Group’s annual financial
statements, reviewing and monitoring the extent of non-audit work undertaken by external auditors,
advising on the appointment, reappointment, removal and independence of external auditors, and
reviewing the effectiveness of the Group's internal controls and risk management systems. The ultimate.
responsibility for réviewing and-approving the annual report and accounts and the half-yearly reports
remains with'the Board. '

The Audit and Risk Comrmittee is also responsible for advising the Board on the Group’s Tisk strategy, risk
policies and current risk exposures, overseeing the Implementation and maintenance of the averall risk
management framework and systems, and reviewing the Group's risk assessment processes and capability
to idenitify and manage new risks. The Audit and Risk Committee will meet with appropriate employees of
the Group at least once annually.

The membership of the Audit.and Risk Committee comprises Jeanette Hern {as its Chairperson), Tanith
Dodge and Keith Higgins. The Audit and Risk Committee will meet formally twice per year at appropriate
intervals in the financial reporting and audit cycle and otherwise as required.

Remuneration and Nomination Committee

The Remuneration and Nomination Committee assists the Board in' determining Its responsibilities in.
relation to remuneration and nominations, including, amongst other matters, making recommendations
to the Board on the Group’s policy on executive remuneration, determining the. individual remuneration
and benefits package of each of the executive directors. At the time of this report, the Group has appointed
an experienced remuneration adviser to.assist in the development of the Group’s.Remuneration policy.
Details of the policy will-be included in future annual reports. The membership of the Remuneration and
Nomination Committee comprises Tanith Dodge (as its Chalrperson), Keith Higgins and Jeanette Hern. The
Remuneration Committee will meet formally twice a year and otherwise as required.
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Sustainability Committee

The . Sustainability.- Committee assists the . Board in..determining its. responsibilities- in relation to
sustainability aspects of the Group’s operations to ensure that sustainability and its positive contribution
to society is incorporated in all aspects of the Group’s development. Since the IPO, the Committee has
established a number of objectives and plans to address its corporate social responsibility, reduce its
carbon footprint, enhance our governance and risk management framework-around our supply chain. The
objectives.and pians aim to build more responsible, inclusive, and sustainable practices across the Group.

The membership of the Sustainability Committee comprises Keith:Higgins {as its Chairman), Tanith Dodge
and Jeanette Hern. The Sustainability Committee will meet formally twice a yéar and otherwise as required.

Committee Reports

The Group has elected to comply with the.regulations of the. QCA Code of Corporate Governance from its:
admission on the 22 March 2021. Due to the timing of the year end and its close proximity to the listing
date, the Group has not had sufficient time to produce the Audit; Sustainability and Remuneration

Committee Report for.these annual reports. The Group will look to publish these reports in futtire annual
reports.

Directors’ Emoluments

Directors’ emoluments for the year were as follows:

2021 - 2020

"Name Fees/Basic Bonus Pension Total Fees/Basic Bonus Pension  Total
' Salary Salary
Executive Directors
David Hampstead 67,025 i 1,085 68,111 65,000 ':‘ 611 65,611
Simon Smiley: 67,025 - 1,085 68,111 65,000 - 611 65,611
Non-executive
Directors
Tanith:Dodge 14,232 - & 14,232 = - L -
Keith Higgins o - = - - B - -
Jeanette Hern 4 - e - - = L &

148,282 - % '2,170. 150,454 130,000 Y 1,222.131,222
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Director’s interests
As at 31-March 2021 the Directors of the Company held the following number of shares:

Number of Ordinary % of the issued share

‘Shares capital
David Hampstead®®) 7,910,951 15.33%
Simon Smiley'? 7,295,793 14.13%
Tanith Dodge ‘43,478 ' 0.08%
Keith Higgins 30,435 0:06%
Jeaniette Hern 0.00%

(1) 486,400 Ordinary Shares registered In the name of David Hampstead is under option pursuant to the terms of 2 Hedging Agreement

{2) 505,600 Ordinary Shares registered in the name of Simon.Smiley-is.under option pursuant to the terms of a Hedging Agreement

David Hampstead, Simon Smiley and the Group enteréd into a hedging agreement on 16 February 2021
pursuant to which David Hampstead and Simon Smiley each agreed to transfer such number of their

Ordinary Shares to satisfy the outstanding options granted to employees pursuant to the Option Exchanges
subject to a maximum of 992,000 Ordinary Shares.

Warrants

The following Directors have outstanding warrants to subscribe for Ordinary Shares:

‘Number of
Date of Ordinary Exercise  Vesting
Grant Shares Price  period
Tanith Dodge 12/03/2021 43478 115p S years
Keith Higgins 12/03/2021 21738 115p ‘5 years
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Transactions with Directors
The only material transactions between directors and the company were as follows:

o Jeanette Hern is a Director of Global Smollan Holdings. During the year the Group received secured
convertible and non-cornvertible loan note instruments from Global Smollan Holdings. Interest
accrues at 5% per annum. Details of the loan notes cah be found in note 21. '

s.  Simon Smiley and David Hampstead director loans of £365,135 were converted immediately prior

' to the IPO by the subscription and issue of new Ordinary Shares at a subscription price that.is equal
t0 90% of the PO price. Thetotal number of shares issued were 317,509,

The QCA Corporate Governance Code

The Directors recognise importance of sound corporate governance principles being embedded into the
operations of the Group. From its listing on the 22 March 2021, the Group has adopted the Quoted
Companies Alliance Corporate Governance Code (the ‘QCA Code’).

The principles of the Quoted Company Alliance (QCA) Code:

QCA Code Principle

What we do and why

1: Establish a strategy and
business model which
promote long-term value for
shareholders

The Group has established a strategy and business model which aims to
promote long-term shareholder value. The Group’s strategy is reviewed-
each year. Further details can be found on pages 1 to 28.

2:Seek to understand and
meet shareholder needs and
expectations

Meetings are held with investors and analysts at half-yearly interim and
final accounts. The AGM provides a forum for all shareholders to meet
and hear from the Directors, and shareholder comments and
suggestions are welcomed by the Board. Further details can be found in
our section 172 statement on pages 27 to 28

3: Take Into account wider
stakeholder and social
responsibilities and their
implications for long-term
success

The Group’s stakeholders include shareholders, émployees, customers
and suppliers. The Group focuses on building strong and sustainable
relationships with a range of different stakeholders in order to-support
the long-term success of the Group. Furtherinformation can be found in
Our Stakeholders section on pages 271028

4: Embed effective risk
management, considering
both opportunities and
threats, throughout the
organisation

The Group is exposed to a number of potential risks which may have a
material effect on its reputation, financial or operational performance.
The Board has overall responsibility for risk management and internal
controls and is fully supported by the Audit Committee. More detail
about the identified principal risks and uncertainties can be found on
pages 19 to 23.
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QCA Code Principle

What we do and why

5: Maintain the Board
as-a well-functioning,
balanced team led-by
the Chair

The Board consists of the three Non-Executive directors the Chief Executive
Officer and Chlef Operating Officer. The Directors’ biographies, together with
their respective Board Committee memberships, are set out on pages 29t0.32.

‘Directors’ conflict of interest

The Company has effective procedures in place to monitor and deal with
conflicts of interest. The Board is aware of the other commitments and
interests of its directors, and changes to these commitments and interests are
reported:to and, where appropriate, agreed with the rest of the Board.

6: Ensure that
between them the
Directors have the
necessary up-to-date
experience, skills and
capabilities

The Board as.a whole is confident that it has a strong team which contains the
necessary mix and balance of experience, -skills, personal qualities and
capabilities to deliver the Company’s strategy for the benefit of the
shareholders.

7: Evaluate Board
performance based
on-clear and relevant
objectives, seeking
continuous
improvement

‘Since the Company’s IPO in March 2021, the Board has established the Ways

of Working principles to provide for a consistent approach for reporting and
analysis by the Board. A formali Board effectiveness review will be undertaken
following the first year of its establishment and will be carried out each year.

8: Promote a
corporate culturethat
is based on ethical
values and hehaviours

The Group promotes a culture of integrity, trust, honesty and respect.

Employees are expected to operate in an ethical manner in both their internal
and external dealings. The Board and the Senior Mangers take responsibility
for.the promotion of ethical values.and behaviours throughout the Group and
maintain appropriate policies such the anti-bribery and anti-corruption policy.
The Group looks to provide further details on how it monitors and promotes a
healthy corporate culture in a future statement.

9: Maintain
governance
structures and
processes that are fit
for. purpose and
support good decision
making by the Board.

The role of the Board Is to ensure delivery of the business strategy and long-
term shareholder value. The Board, which will. meet formally at least 6 times a
year, is responsible for the management of the business of the Group,
establishing the policles and setting the strategic direction of the Group. The
Company will also hold additional Board meetings as and when required. It is
the Directors’ responsibility to oversee the financial position of the Group and
monitor the business and affairs of the Group on behalf of the Shareholders, to
whom they are accountable. The Board is aided by three subcommittees to
undertake specific work. As the iPO occurred an the 22 March 2021, during the
year the board have not-formally convened.
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QCA Code Principle

What we do and why

10: Communicate
how the Company is
governed-and is:
performing by
maintaining a
dialogue with
shareholders and
other relevant
stakeholders

‘The Company encourages two-way communication with both its institutional

and private Investors. The Company listed on the Apex segment of the AQSE
Growth Market in March 2021. The Executive Management Team had the
opportunity of meeting its institutional investors and a number of private
investors.during the roadshow.

In addition, the Company intends to communicate with shareholders through
the Annual Report, full-year and half-year announcements, the Annual General
Meeting, general meetings, and one-to-one meetings with large existing or
potential new shareholders.
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DIRECTORS’ REPORT

The Directors present their Annual Report together with the audited financial statements for the year
ended 31 March 2021. The Corporate Governance Statement set out on pages 29 to 36 forms part of this
Report.

Principal activities

The Group’s principal activities during the year are that of a UK & European distribution business engaged
in the B2B and B2C sale of products primarily to premium London retailers, chain retailers and online e-
commerce stores. The Group also provide e-commerce technology solutions for brands and retailers
selling intoChina.

These financial statements.present the results of the Group for the year ended 31 March 2021.
Directors
The Company’s current directors are listed on pages 29 to 30, together with their biographical details.

The directors who served at any time during the year and since the year end were as follows:

Tanith Dodge (appointed 22 March 2021)
David Hampstead {appointed 12 January 2021)
Simon Smiley {appointed 12 January 2021)
Keith Higgins {(appointed 22 March 2021)
Jeanette Hem (appointed 22 March 2021}

® 0 @ 9 o

Directors’ and Officers’ liability insurance

The Group has purchased-and maintains-appropriate insurance cover in respect of Directors” and Officers’
liabilities. The Group has aiso entered into qualifying third-party indemnity ; arrangements for the benefit
of all |ts Directors, in a form-and scope which comply with the requirements of the Companies Act 2006.

Results and dividends
The results for the year are sét out on page 48. The Company will hot be paying a dividend this year.
Going concern

The Directors have a reasonable expectation that the .Group as a whole has adequate resources to
continue in operational existence for the foreseeable future.

The Group raised £17 million of funds through the iPO in March 2021 resulting in a positive cash position.
Additionally, the Group has reduced its overall debt as of 31 March 2021, after repaying and converting
the director loans; convertible loan:notes and other loans during the year.

‘Management has performed a going concern assessment for a period up to 30 September 2022, which
indicates that Group will have sufficient funds to settle operate and settle its liabilities as they fall due.

The Directors consider the strong Statement of Financial Position, with good: cash reserves-and working
‘capital, provide ample liquidity. Accordingly, the Group has prepared the financial statements on a going
concern basis.
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Notice of Meeting
This year’s Annual General Meeting will be held on Tuesday, 7 September 2021.
A separate circular will be sent to.shareholders-and includes the following:

= notice of meeting;
~ .Form of Proxy; and
— -details and Information on the fesolutions to be proposed.

Crowe U.K. LLP have expressed their willingness to continue in officé anda resolution to reappoint them
will be proposed atthe Annual General Meeting in accordance with Section 489 of the Companles Act 2006.
Strategic Report.

The Strategic Report set out on pages 1to 28 _prdvides afair.review of the .Group’s- business for the year
ended 31 March 2021. It also explains the objectives and strategy of the Group, its competition and the

markets in which it operates, the principal risks and uncertainties it faces, employee information, the
Group’s financial position, key performance indicators and likely future developments of the business.

Key Stakeholders
For ourkey.stakeholders and employees piease refer to Our Stakeholders section on pages 27 to.28,
Future Development details of branches outside UK '

With the two centres of operation in the UK and China well established, the Group intends to add additional
locations, as needed, to support international growth in Europe, Asia and-North America. The Group plans
to utilise a combination of logistics partners and serviced office providers to support the Group’s
international business development plans: The plug - and - play nature of the Nomad platform’s cloud -

based techniology and service solution allows it to be deployed to third - party warehouse and logistics
providers. '

The Group has recently opened its next overseas office in Tokyo, Japan, to provide technology and services
to Northeast Asian. Clients who are facing similar.challenges accessing Chinese CBEC as their European
Client’s counterparts.

The Group intends to deploy resources and teams in other European markets, as well as Japan, in order to
promote its technology and service solutions.
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Research and Development

The Nomad technology platform is the foundation on which the Group’s soliitions are built. The three core
products, Nomad Storefront, Nomad Distribution and Nomad Checkout provide international brands with
a wide range of options for the multi-faceted Chinese-eCommerce industry. The Group continues to invest
in the development of its technology platform. During the year the Group capitalised £0.6m {2020: £0.4m)
of development costs with a total of £1.2m in total capitalised development costs at 31 March 2021.

Post balance sheet events

On 4 May 2021, the Group announced that it had acquired the entire share capital of London based Zita
: West Products leited (ZWPL), www.zitawest.com, and 51% of Babawest (BW), www. babawest.co.uk, for
atotal constderatlon of £2.4m.

On 10 May 2021, the Group announced a placing of 2,737,840 new ordinary shares at a price of 115 pence
raising £3,148,516 from United Win Asla Limited, a subsidiary of S.F. Holding Co., Ltd, as part of a strategic
investment to further develop the Group's intemnational expansion and technology.

Substantial shareholdings

As.at 23 July 2021, the following sharehoiders had.notified the Company that they held an interest in 3%
or more of its issued ordinary share capital:

Significant Shareholders Shareholding Percentage of
issued shares

Global Smollan Holding 8,087,539 14.8%

David Hampstead ¥ 7,910,951 14.5%

Simon Smiley 2 7,295,793 13.3%

Thomas Gooding 5,463,111 10.0%

Schroders Investment Management 4,347,826 7.9%

SF Express 2,737,840 5.0%

(:!) 486,400 Ordinary Shares registered in the name of David Hampstead is under option pursuant to the terms of a Hedging Agreement
(2) 505,600 Ordinary Shares registered In the name of Simon Smiley is under option pursuant to the terms of a Hedging Agreement

Save for these Interests, the directors have not been notified that any person is directly or indirectly
interested in 3% or more of the issued ordinary share capital of the Company. Save as disclosed above, the
Company is not aware of any person who, as at the date of this Document, directly or indirectly, has a
holding of Ordinary Shares which is notifiable under English law.

Directors’ interests in the company are disclosed on page 33 of the Corporate Governance Report.

None of the Shareholders referred to in this paragraph has different voting rights from any other
Shareholder in respect of any Ordinary Shares:held by them.
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Statement of directors’ responsibllitles

The Directors are responsible for preparing the Annual Report and financial statements'in accordance with
- applicable law and regulations.

Company law requires the Directors to prepare financial statemerits for each financial year. Under that law
the Directors have él'ected-tq prepare the Group financial statements in accordance with international
accounting standards in conformity with the requirements of the Companies Act 2006 and the company
financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law). Under company law-the Directors must not approve
the financiai statements unless they are satisfied that they give a true and fair view of the state of affalrs
of the Group and Company-and of the profit or loss of the Group for that period.

“Iiv preparing these financial statemenits, the Directors are reguired to:

- Select suitable accounting policies and then apply them consistently;
¢ Make judgements and accounting estimates that are reasonable and prudent;
State whether they ‘have been prepared in accordance with IFRSs in conformity with the
requirements of the Companies Act 2006, subject to any material departures disclosed and
explained in the financial statements; and
o Prepare the financial statements on the going concem basis unless it is inappropriate to presume
that the Company will continue in.business:

The Directors are responsible for keeping adequate accounting records that are sufficient to show and
explain.the Company’s transactions and disclose with reasonable accuracy at any time the financial position
of the Company and enable themto ensure that the financial statements comply with the requirements of
the Companies Act 2006. They are also responsible for safeguarding the assets of the Company and hence
for taking reasonable steps for the prevention and detection of fraud and other irreguiarities.

Bisclosure to auditors
The Directors who held office at the date of approval of this Directors’ report confirm the following:

s so far as they are aware, there is no relevant audit information. of which the Company’s auditor is

unaware; and '

-»:  each Director has taken al} the steps that ought to have been taken as a Director to make
themselves aware of any relevant atidit information and to establish that the Company’s auditor
is aware of that information.
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Website publication

The Directors are responsible for ensuring the Annual Report-andthe financial statements are made
available on'a website. Financial statements are published on the Company’s website In accordance with
legislation in the UK governing the preparation and dissemination of financial statements, which may
vary from leglslation: In other jurisdictions. The maintenance and integrity of the Company’s website is
the responsibility of the Directors. The Directors’ responsibility also extends to the ongoing integrity of
the financial statements contained therein. '

The Directors report wasapproved on behalf of the Board.on ﬁ}?/al and signed on its behalf by

David Hampstead
Chief Executive Officer
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Opinlon
We have audited the fi(janc'ial statements of Samarkand Group pic (the “Parent Company”) and. its
subsldiaries (the “Group”) for the year erided 31 March 2021, which comprise:

e the Group income statement and statement ‘of comprehensive income for the year ended 31
March 2021;

the Group and parent company statements of financial position as at 31 March 2021;

The Group and parent company statement of changes In equity for the year then ended;

the Group and parent company statements of cash flows for the year then ended; and

the notes to the financlal statements, Including significant accounting policies.

e &8 ®

The financial reporting framework that has been applied in the preparation of the financial statements is
applicable faw and International Accounting Standards In conformity with the requirements of the
Companles Act 2006. The financial reporting framawork that has been applied in the preparation of the
parent company financlal statements Is applicable law and United Kingdom Accounting Standards
including FRS 102 The Financlal Reporting Standards applicable in the. UK and Republic of Ireland
{United Kingdom Generally Accepted Accounting:Practice).

In our opinion:

¢ the financlal 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 Groug’s lo3s for the period then ended;

» the group financial statements. have been properly prepared In accordance with International
Accounting Standards in conformity with the requirements of the Companies Act 2006;

¢ the parent company financizl statements have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice; and

s the financial statements have been prepared in accordance with the requirements of the
Companies Act 2006.

Besls for cplnlon

We conducted our audit in accordance with Intemational Standards on Auditing {uii (ISAs {(UK)} and
applicable law. Our responsibilities under those standards are further descrihed In the AudRor's
responsibllities for the audit of the financial statements section of our report. We are Independent of the
-Group In accordante with the ethical regiilrements that are relevant to our audit of the financial
stétements In the UK, Including the FRC’s Ethical Standard, and we have fulfilled our other éthical
responsibliities In accordance with these requirements. We belleve that the audit evidence we have
obtalned Is sufficlent and appropriate to provide a basis for our opinion.

Conclusions relzting to going concem

In auditing the financial statements for the group and the parent company, we have concluded that the
director's use of the golng concern bas!s of accounting in the preparation of the financial statements is
appropriate. Our evaluation of the directors’ assessment of the entlty’s abllity to continue to.adopt the-
golng concern basis of accounting Included the following procedures:

The going concern assessment period used by the Diremfs was at least 12 months from the date of the
approval of the financial statements.

Further details of the Directors’ assessment of going concem is provided in Note 2.
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We evaluated the Directors’ assessment of the Group's ability:to continue as a going concem, Including
challenging the underlying data and key assumptions used to make the assessment. Additionally, we
reviewed and challenged the results of management’s stress testing, to assess the reasonableness of
econornic assumptions in light of the impact of Covid-19 on the Group’s solvency and liquidity position.
‘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 entity’s abllity to continue
as a going concem fora period of at least twelve months from when the finandal statements are authorised
for Issue.

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

Overview of our audit approach

Materiality

in-planning and perfarming our audit we applied the concept of materiality. An.item Is considered material
If it could reasanably be-expected to change the economic decisions of a user of the financial statements.
We used the concept of materiality to both focus our testinig and to evaluate the impact of misstatements
identified.

Based on our professional judgement, we determined overall materiality: for the Group financlal
staternents as a whole to be £160,000 based on 0.75% of the Group’s turnover per pre-year end
management accounts. Materiality was subsequently reviewed based on final results with no amendments
belng required,

We use a different level of materiality (‘pefformance materiality’) to determine the extent of our testing
for the audit of the financial statements. Performance materiality Is set based on the audit materfality as
adjusted for the judgements made as to the entity risk and our evaluation of the specific risk of gach audit
area having regard to the internal control environment. Our.level of performance materiality ranged from
£76,000 to £114,000.

Whre considered appropriate performance materiality may be rediiced to a lower level, such as, for
related party transactions and directors’ remuneration.

‘We agreed with the Audit Committee to report to it all identified ervors In escess of £4,800, Errors below
that threshold would also be reported ta it if, In our opinion as auditor, disclosure was required on
qualitative grounds.

Overview of the scope of our audit

Samarkand Group Plc is principally located in the United Kingdom. Our audit was conducted remotely due
to Covid restrictions in place in the UK. The operatlons of its subsidiariés, Samarkand Holdings Umited,
Farever Young Intemationat Limited, Samarkand Global Umited, immerfgruen Limited and New Silk Road
Brand Management Limited are locatéd In the UK. The operations of its subsidlaries, Samarkand Giobal
{Belfing) Limited, Shanghal Samarkand Technology Services Co. Umited, Shanghal EastWest Network
Technology Co. Limited and Samarkand Global Hong Kong Limited are based In China. We conducted
specific audit procedures In relation to these entities from the UK.
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Key Audit Matters

‘Key audit matters are those matters that, in our profeéssional ]udge'ment were of most:significance In our
audit of the financial statements of the current perlod and Include the most significant assessed risks of
material misstatement (whether or not due to fraud) that we- identified; These matters included those
which had the greatest éffect on: the overall ‘audit strategy, the allocation.of resources in the audit; and
directing the efforts of the engagement team, These matters.were addressed In the context of our audit of
the financial statemients as a whole, and in forming cur opinion thereon, and we do hot provide a separate,

apinion an these matters,

This is not a complete list of all risks identifed by our audit.

Rey audit matéer

Hawtheswpeajowaudfrawressedwe&wwdn
-matter

Revenue Recognition

Revenue :is- recognised Ih accordance with the
accounting policy set.out In the financial statements,

We focus on the risk of material misstatement in'thé
recognition of revenuae, as a result of both fraud and

error, because revenue is material and is an

important determinant of the group’s profitabllity,

which has a consequent impact on its share price

performance.

Our work focused on assessing thst revenue
accounting policies were compliant with IFRS and
validating that revenue Is recognised in-accordance
with the accounting policies and that cut off was
correctly applied through testing.

We validated a sample of revenue items to confirm
revenue was being recognised in fine. with IFRS
ensuring the goods were dellvered within the period.
We also assessed the adequacy of the Group's
disclosures related to revenue.

Carrying value of inventory

As at 31 March 2021 the value of inventory
amounted to £1.86 million, representing 10.3%
of current assets.

inventoriés were conslidered 10 be 2 key audit
matter due to the size of the balance and
because the valuation of Inventory held at the
year-end date involves judgement. There Is a risk
that some lhventory may not be adequately.
provided or carried at the lower of cost or net
realisable value,

Our audit-procedures In this area Inélu?d_ed:

- Physically attending inventory counts at the group’s
key operating lecation in the UK. ,

- Assessing the compliance of the group’s
acoounting policies with IFRS.

- Assassing the inventory valuation processes

and practices,

- Validating the assessment. made by management
with respect to slow moving and obsolete inventory.

Corrying valué of intangible asseB other than
goodwill

The cerrying value. of intanglble assets other than
goodwill at 31 March 2021 was £1.41 million.

We evaluated, in comparison to the requirements
set out In IAS 36, management’s assessment (using
discounted cash flow models) as to whether other
intangible assets were Impaired. We challereed

reviewed and considered by reference to post year
.end trading evidénce, management’s impairment
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The Group's.intangible assets comprise of software

development and brands and trademarks acquired

through business comblnations.

When assessing. the carrying value of Intangible
assets, management makes Judgements regarding
future trading, strategy, profitability and the
assumptions . underlylng these. We considered the
valuatien risk that intangible assets were impaired.

The key judgements are In relation to growth and
profitability. Changes in these factors couid result In
an impairment to the.carrying value of the intangible
assets.

and fair value models as appropriate and thelr key
estimates, including the discount rate, We reviewed
the appropriateness and consistency of the process
for making such estimates.

We obtained management’s discounted cash flow
models supporting the intangible asset valuation.
We challenged the key assumptions into the mode),
including the forecast revenue and gross margin,
discount rates and growth rates. We compared cash
flow forecasts used in. the impalrment review to
historical performance, and chalilenged where
forecasts indicated performance that deviated
significantly from historical performance, in the
abseénce of significant changes In the business or
market environment.

Discount rates and growth rates were benchmarked
to our knowledge of secter performance, to
evaluate the reasonableness of these assumiptions.
Sensitivity analysis was performed on the key
assumptlons such as growth, margin and discount

rates to identify those assumptions to which the
Intanglble asset valuation was highly sensitive.

Our audit procedures In relation to these matters were designed In the context of our-audit opinion asa
whole. They were not designed to enable us to express an opinion-on these matters individually and we
express no such opinion.

Other information

The directors are responsible for the other Information contained within the annual report. The other
information comprises the Information included in the annual report, other than the financlal statements
and our auditor's report thereon. Our opinion 6n the financial statements does not cover. the other
‘information arid, 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 infarmation
is materially inconsistent with the financlal statements or our knowledge obtained in the audit or otherwise
appears to be materlally misstated. if weé Iidentify such materlal inconsistencles or apparent material
misstatements, we are required to determine whether this gives rise to.a material misstatement In the
financial statements themselves. ff, based on the work we have performed, we conclude that there Is a
material misstatement of this other information, we are required to repart that fact.

We have nothing to report In this regard.
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Opinion on other matter prescribed by the Companies Act 2606
In our oplnion based on the work undertaken in the course of ouraudit
e 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 strategi report and the directors’ report have been prepared in accordance with applieable
legal requirements.

tMatters on which we are reguired to report by exception

in light of the knowledge and understanding of the group and the parerit company and thelr environment
obtained in the course of the audit, we have not dentified material misstatements In the strategic report

or the directors’ report.

We have nathing to report In respect of the following matters where the Companies Act 2006 requires us
to report to you if, in our opinion:

e adequate accounting records have nat been kept by the parent company, or retums adequate for
our audit have not been received from branches not visited by us; or
o the parent company financlal statements are not In agreement with the accounting records and

returns; or
cartain disclosures of directors' remuneration specified by law are not made; or
o  we have not received all the information and explanations we require for our audit.

Responsibliitles of the directors for the financial stataments

As explained more fully Inthe directors’ responsibilities statement as set out on page 40 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 enakle the preparation

of financlal statements that are free from material misstatement, whether due to fraud or error.

in preparing the financial statements; the directors are responsible for assess!ns the gtoup s and parent
company’s abiliity to continue as a going concern, disclosing, as applicable, matters related to golng 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 finandial statements

©Our objectives are to obtain reasonable assurance. about whether the financlal statements as 8 whole are
free from material misstatement, whether due to fraud or érror, and to issue an auditor’s report that
includés our opinion, Reasonable assurance is a hilgh leve! of assurance; but is not a guarantee that an audit
condicted in accordance with 1SAs (UK) will always detect a material misstatement when it exists.
Misstatéments can arise from fraud or arror and are considered material If, individually or In the aggregate,
they could reasonably be expected to influence the economic decsions of users taken on the basis of these
flnanclal statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
pracedures.in line with our responsibilities, outlined above, to detect material misstatéments in respect of
irregularities, Including fraud. The extent to which our procedures are capable of detecting Irregularities,
including fraud s detailed below:
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We obtalined an understanding of the legal and regulatory frameworks within which the company operates,
focusing on those laws and regulationsthat have a direct effect on the determination of material amounts

and disclosures In the financial statements. The laws and regulations we considered in this context were

the Companies Act 2006 and taxation legislation in the countries in which the group operates.

We ldentified the greatest risk of material impact on the financlal statements from irregularkties, including

fraud, to be the override of controls by management. Our audit procedures to respond to these risks
included enquirles of management about their own Identification and assessment. of the .risks of
irregularities, mmple testing on the posting of journals and reviewing accounting estimates for biases.

‘Owing to the inherent imiations of an audit, there is an unavoldable 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. We are not responsible for preventing non-
-compliance and cannot be expacted to detecton-compliance with ail faws and regulations.

These Inherent limitations are particularly significant in the case of misstatement resulting from fraud-as -
this may Involve sophisticated schemes desigried to avoid detection, including deliberate failuré to record
transactions, collusion or the provision of intentional misrépresentations.

A further desaiption of our responsibiiities is available on the Financlal Reporting Coundl’s website at;

www.frc.org.uk/auditorsresponsibifities. 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 bedy, 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 tothem in.an auditor's report and for no other purpose.

To thefullest extent permitted by law, we do not-accept o assume responsibliity ta anyone other than the
. company and the company's members as o body, for our audit work, for this report, or for the opinions we

have formed.

(oo el

Leo Malkin

for and on behalf of
Crowe UK. UP
Seatutory Auditor
Londan

3 August 2081
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Year ended Year ended
31 March 31 March
2021 2020
: Notes £ £
Revenue 6 20,600,541 6,844,100
Cost of sales 6 (8,770,887) (3,562,548)
Gross profit 11,829,654 3,281,552
Selling and distribution expenses (6,189,506) {(1,519,294)
Administrative experises 7 (4,5086,290) {2,591,229)
Adjusted EBITDA (418,675) (828,971)
Share-based payment expense {26,914) -
. (460,174) .
IPO Listing Fees and restructuring costs
Exceptional revenue (net profit) 3 2,039,621 -
EBITDA 1,133,858 (828,971)
Depreciation and amortisation {503,354} (313,069)
Operating profit/(loss) 630,504 (1,142,040)
Finance Income 115. 6,392
Finance costs .{401,076) {296,158)
income/{loss) before taxation 229,543 (1,431,806)
Taxation 11 177,514 44,247
income/(loss) after taxation 407,057 (1,387,559)
Other comprehensive income:
Exchange differences on translation of foreign
‘'operations ' {18,517) {1,331)
Items that may be reclassified to profit and loss
in subsequent periods {18,517) {1,331)
Total comprehensive income/(loss) for the year 388,540 {1,388,890)
Income/(loss) attributable to:
Equity holders of the Company 405,074 (1,373,059)
Non-controlling interests 1,983 (14,500)
407,057 (1,387,559)
Earnings/{loss) per share (basic and. dihited) 10 0.0078 (0.0393)
Comprehensive income/(loss) attributable to:
Equity holders of the Company 386,557 (1,374,390)
Non-controlling interests 1,983 {14,500}
388,540 (1,388,890)
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31 March 31:March
2021 2020
Notes £ £

ASSETS .
intangible assets . 12 1,462,981 1,083,373
Property; plant and equipment 13 151,262 134,550
Right-of-use assets 14 840,607 1,072,580
‘Non-current assets 2,454,850 2,290,503
Inventories 15 1,857,239 1,295,193
Trade receivables 16 1,013,631 1,056,443
Corporation tax recoverable 98,893
Other receivables and prepayments 17 522,022 313,398
Cash and cash equivalents 14,606,867 572,586
Current assets 18,098,652 3,237,620
Total assets 20,553,502 5,528,123

EQUITY AND LIABILITIES

Share capital 18 516,190 1,767
Retained earnings (929,672) {(3,342,203)
Currency translation reserve 20 {8,267) (3,333)
Capital contribution 20 7~‘-‘- 266,072
Share premium 17,412,900 =
Merger relief reserve 18 {2,063,814) 28,764
Non-controlling interest - (32,168)
Total equity 14,927,337 {3,081,101)
Right-of-use lease liabilities 14 720,353 973,512
Borrowings 21 1,372,964 1,924,387
Deferred tax lability 67,576 76,314
Total non-current liabilities 2,160,893 2,974,213
Trade and other payables 1,981,054 1,661,312
Accrued liabilities 472,807 204,762
Deferred revenue 42,563 201,715
Borrowings 21 708,574 2,822,091
Right-of-use [ease liabilities 14 252,641 242,974
Loans from directors 22 oo 499,511
Refund liabllities 6,633 2,646
Total current liabilities 3,465,272 5,635,011
Total ifabilities 5,626,165 8,609,224
Total liabilitles and equity 20,553,502 5,528,123
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The financial statements were approved by the board of .directors: and. authorised for issue on
,..»,.....,:'.h’..-..ﬁlqgw..-.akal...;;...Aand are signed on its behalf by:

‘David Hampstead
Director

Company Registration No. 13127277
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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Merger Currency’.
Share Share refef Capital Transtation Retained ‘Non-cantrolling” Total
Capitat Premium reserve contribution reserve earnings interests equity
£ £ 3 £ £ £ £ £
Balance at 1 April 2019 1,767 i 28,764 266,072 (2,002) (1,969,144) (3,716} (1,678,259)
Loss after taxation s 5 I 5 {1,373:059) (14,500} [1,387,559)
Other comprehensive loss o - (1,331) S L (1,331)
Total comprehensive lass for the year v {1,331) (3,373,059) (14,500} (1,388,890}
Acqulsition of minority Interests s i - - {19,970) {19,970}
Minarlty interest arising on new sub y - s v 6,018 6,018
Transactions with owners = el o {13,952) {13,952)
Balance at 31 March 2020 1,767 {3,333). . (3,342,203) . (32,168} (3,081,101)
Profit after taxation B 5 s - 405,074 1,983 407,057
Other comprehensive loss S (18,517) - - (18,517). .
Tatal comprehensive income/floss)for the year - : 3 (18,517} 405,074 1,983 388,540
Disposal of minority interésts B B K B (12,891) 30,185 17,299,
Transdctions with owners - - % - {12,891) 30,185 17,294
Group reconstruction 351,633 B (2,092,578) (266,072) 13,583 1,993434 S «
Shares issued on listing net of transaction fees
Shares Issued on conversion of foans 147,804 15,852,283 ik P B 16;000,0h7'
14,986 1,560,617 : - IS 1,575,603
Share based payments = o < 26,914 : 26,914
514,423 17,412,900 (2,092,578) (266,072} 13,583 2,020,348 17,602,604 -
Balance at 31 March 2021 516,190 17,412,900 {2,063,814) . i {8,267) {929,672) 14,927,337.
Group Reconstruction:

The acquisition by the Company of the entire issued share capital of Samarkand Holdings Limited has been accounted for as a reverse acquisition under (FRS3.
Consequently, the previously recognised book value, assets and liabilities have been retained and the consolidated financial information for the year to 31 March

2021 has been presented as if the Company has always been the parent company of the Group.
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31 March 3iMarch
2021 2020
£ £

Cash flows from operating activities
Income/(loss) after taxation 407,057 (1,387,559)
Cash flow from operations reconciliation: '
Depreciation and amortisation 503,354 - 313,069
interest expense 314,027 270,927
Finance income (115) {4)
Income tax credit- (177,514) (44,247)
Share based payment 26,914 A o
Working capital adjustments:
{Increase} in inventories {562,046) {493,588)
(Increase) In trade and other recelvables (209,168) (291,544)
Increase in trade and other payables 482,589 1,038,256
Cash generated from/(used)in operating activities' 785,098 {594,690}
Taxes received 69,883 35,509
Net cash generated from/{used in) operating activities 854,981 ‘ (559,181)
Cash flows from investing activities
Purchase of property, plant and equipment (71,238) {123,913)
Payment of intangible assets {586,226) {467,088)
Acquisition of subsidiary, net of cash acquired (9,125) e
Disposal of subsidiary, net of cash sold 17,294 £
Finance income 115 4
Net cash used in investing actlvities (649,180) (580,997)
Cash flows from financlng activities R
Proceeds from Issue of shares, net of fees 16,000,087 -
Interest paid s {73,920)
Repayment of right-of-use lease liabilities {283,424 (159,512)
Proceeds from borrowings 1,833,400 1,958,729
Repayment of borrowings . _ (3,703,069} {271,733)
Net cash from financing activities - 13,846,994 1,453,564
Net increase In cash and cash equivalents 14,052,795 303,386
Cash and cash equivalents — beginning of the year 572,586 270,564
Effects of exchange rate changes on the balance of cash
held in forelgn currencies (18,518) {1,364)
Cash and cash equivalents — end of the year 14,606,867 572,586
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1. General information
Samarkand Group plc was incorporated in England and Wales on 12 lanuary 2021 as a public
company.-with limited liabifity-under the Companies Act 2006.

Samarkand Group pic’s registered office is Unit 13 & 14 Nelson Trading Estate, The Path, Merton,
London SW19 3BL.

The Consolidated Group financial statements represents the consolidated results of Samarkand
Group plc and its subsidiaries, (together referred to as the “Group”). The Parent Company financial
statements present information about the Company as a separate entity and not about its Group.

These are the first consolidated financial statements of the Group following the reorganisation of
the Group to facilitate the listing. The resuit of the application of the capital reorganisation is to
present the consolidated financial statements {including comparatives) as if the Company has
always owned the Group. The share capltal structure of the Company as at the date of the Group
reorganisation is pushed back to the first date of the comparative period (1 April 2020). A Merger
Reserve is created as a separate component of equity, representing the difference between the
share capital of the Company at the date of the Group reorganisation and that of the previous
parent of the Group, Samarkand Holdings Limited.

2. Basis of preparation and measurement

(a) Basls of preparation

The financial statements have been prepared .in accordance in accordance with Intemational
Accounting Standards in conformity with the Companies Act 2006.

Unless otherwise stated, the financial statements are presented.in Pounds Sterling (£) which is the
currency of the primary economic environment in which the Group operates.

Teansactions in foreign currenciés are translated into £ at the rate of exchange on the date of the
transaction. Monetary assets and-liabilities.denominated.in foreign currencies are translated at the
exchange rateruling at the reporting date. The resulting gain-or loss is reflected in the "Consolidated
Statements of Comprehensive Income” within either “Finance.incame” or “finance costs”.

The financial statements have been prepared under the histarical cost convention except for
certain financial instruments that have been measured at fair vaiue.

The financial statements have been prepared on the going concern basis, which contemplates the
continuity of normal business activity and the realisation of assets and the settiement of liabilities
in the normal course of business. The directors of Samarkand Group plc have reviewed the Group’s
overali position and outlook and are of the opinion that the Group Is sufficiently well funded to be
able to operate as a going concern for at least the next twelve months from the date of approval of
these financial statements.
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{b) Baslis of consofidation

The Consolidated Group financial statements comprises the financial statements of Samarkand
Group plc and Its subsidiaries listed in Note 5 “Subsidiaries” to the Consolidated Group financial
statements. '

A subsidiary is defined as an entity over which Samarkand Group plc has control. Samarkand Group
pic controls an entity when the Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those returns through its power over the
entity. Subsidiaries are fully consolidated from the date on which control Is transferred to the
Group. They are deconsolidated from the date that control ceases.

Changes in the Group’s Interest in a subsidiary that do not result in a loss of control are accounted
for as eguity transactions. The carrying amounts of the Group’s interests and the non-controlling
interests are adjusted to reflect the changes in their relative interests in the subsidiary. Any
difference between the amount by which the non-controlling interests are adjusted and the fair
value of the consideration paid or received Is recognised directly in equity and attributed to owners
of the Company.

Intra-group transactions, balances and unrealised gains on transactions are eliminated; unrealised
losses are also eliminated unless cost cannot be recovered. Where necessary, adjustments are
made to the financlal statements of subsidiaries to ensure consistency of accounting policies with
those of the Group.

The total comprehensive income of non-wholly owned subsidiaries is attributed to owners of the

parent and to the non-controlling interests In proportion to their relative ownership interests.

(c) New standards and interpretations

New standards Impacting the Group that have been adopted in the annual financial staternents for
the year ended-31 March 2021 are:

s :Definition of a Business {Amendments-to IFRS 3);
o Interest Rate Benchmark Reform — IBOR ‘phase 2’ {Amendments to.IFRS-9, IAS 39 and IFRS 7); and
¢ COVID-19-Related Rent Concessions (Amendments to IFRS 16).

Management- anticipates -that these new standards, interpretations and amendments wiil be
adopted in the financial statements as and when they are applicable and adoption of these new

standards, interpretations and amendments, will -be reviewed for thelr impact on the financial
statements prior to their initlal application.

3. Significant accounting policies

The preparation of the Consolidated Grouip fi f nancial statements in complianoe with IFRS: requlres
the directors to exercise. judgement in. applying the Group s. accounting pohcses The areas
involvmg a higher degree of judgement or complexity, or areas where assumptions and estimates
are sngnif'cant 1o the Consolidated Group financial statements are disclosed.in Note 4 “Significant
judgements, estimates and assumptions” to the Consolidated Group Financlal Information.
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(a) Forelgn currency transactions and transiation

The Consolidated Group financial statements are presented in Pounds Sterling, which is the
functional currency of the parent company.

The resuits and financial position of ali the Group entities that have a functional currency
different from the presentation currency are transfated into the presentation currency as
follows:

® assets and liabilities are translated at the closing rate at the date of the “Statement of
Financial Position”;

e income and expenses are translated at average exchange rates (uniess this average is
not a reasonable approximation of the cumulative effect of the rates prevalling on the
transaction dates, in which case income and expenses are translated at the dates of
the transactions); and

@7 - all'resulting exchange differences are recognised in other comprehensive income.

On consolidation, the Group recognises in “other - comprehensive income” the exchange
differences arising from the translation of the net invéstment in fore:gn entities, and of
monetary items receivable from foreign subsidiaries.

(b) Praoperty, plant and equipment

Property and equipment are stated-at cost less accumulated depreciation and impairment
losses, if any. The cost of an item of property, plant and equipment initially recognised
includes its purchase price and any cost that is directly attributable to bringing the asset to
-thelocation and condition necessary for it to be capable of operatinginthe manner intended
by the Group.

Property, plant and equipment are generally depreciated on a straight-line basis over their
estimated useful lives:

-Ofﬁcerequipment 3 years
Computer equipment 3years
Leasehold improvements Straight line over the lease term

‘Property and-equipment held under leases are' depreclated over the shorter of the lease
“term and estlmated useful life.
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(c) Research and development expenditure
Research- expenditure is recognised as an:expense when It is Incurred.

Development’ ex‘pendit’ure is recognised as an exp‘ehs'e except those costs incurred:on
development pro;ects are capitalised as long-term assets: to the extent that such expendlture
is expected to generate future-economic: benefits. Development expenditure is. capltallsed
if, and only if the group can demonstrate all of the following:

‘¥ its ability. to measure relia bly the expenditure attributable to the asset under
"development;
%l the product or process is technically and commercially feasible;
o its future economic benefits are probable;
‘°; Its abllity to use or sell the developed asset; and

s the availability of adequate technical, financlal arid. other.resources to complete the
asset under development.

Capltalised development expenditure is measured at cost less accumulated amortisation and

impairment losses, if any. Certain internal salary costs are included where the above criteria

are met. These internal costs are capitalised when they are incurred In respect of technology

with commercial applications. Development expenditure initially recognised as an expense
Is not recognised as assets in subsequent periods.

Capitalised development expenditure is amortised on a straight-line basis over an asset’s
expected useful life which has been estimated at 5 years when the technology or services
are ready for use. In the event that it is no longer probable that the expected future
economic benefits will be recovered, the development expenditure is written down to its
recoverable amount.

{d) intangible assets

‘All lntanglble assets,. except goodwdl are stated at cost less accumulated amortisation and
‘any accumulated impairment losses.

Goodwill

Goodwill represents the amount by which the fair value of the cost of a business combination
exceeds the fair value of the net assets acquired. Goodwill is not amortised and is stated at
cost less any accumulated impairment losses.

The recoverable amount of goodwill is tested for impairment annually or when events or
changes in circumstance indicate that it might be impaired. tmpairment charges are
deducted from the carrying value and recognised immediately in the income statement. For
the purpose of impairment testing, goodwill is allocated to each of the Group’s cash
generating units expected to benefit from the synergies of the combination. 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
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Goodwill (continued)

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. An impairment loss recognised for goodwill is not reversed
in a subsequent period.

Acquisition-related intangible assets

"Net assets acquired as part of a-business combination-Includes an:assessment of the fair
value of separately identifiable acquisition-related intangible assets, in addition to other
-assets, liabllities and contingent liabilities purchased. These are amortised on.a straight-line
“basis over their useful lives which: are individually assessed.

~Amortisation is charged to the income statement.on a straight-line basis over the estimated
useful lives of intangible assets.unless such lives are indefinite.

The estimated useful lives are as follows:

Patents and trademarks 7 years
Internally developed assets Syears
Brand names 10 years

(e) Impairment of financial assets

IFRS 9 “Finoncial instruments” requires an expected credit loss model to be adopted. The
expected credit loss model requires the Group to account for expected credit losses and
changes in those expected credit losses at each reporting date to reflect changes in credit
risk since initial recognition of the financial assets. The credit event does not have to occur
before credit losses-are recognised.

IFRS 9 “Financial Instruments” allows for a simplified approach for measuring the loss
allowance at an amount equal to lifetime expected credlt losses for trade receivables and
contract assets.

The Group has one type of financlal asset subject to the expected credit loss madel: trade
receivables.

The expected loss rates:are based.on the Group’shistorical-credit loss experience, adjusted
for current and forward-looking information on macroeconomic: factors affecting the
‘Group’s customers.

() Impairment of non-financial assets

At each reporting date, the Directors assess whether indications exist that an asset.may be i
impaired. If indications do exist, or when annual impairment testing for an asset is required,
the Directors estimate the asset’s recoverable amount. An asset’s recoverable amount is the.
higher-of an.asset’s or-cash-generating unit’s fair value less-costs to sell and its-value-in-use,
and is determined for an individual asset, Unless the asset does not generate cash inflows
that are largely independent of those from other assets or groups of assets. Where the
carrying amount of -an asset or cash-generating unit exceeds its recoverable amount, the
Directors consider the asset impaired and write the subject asset down to its recoverable
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amount. In assessing value-in-use, the Directors discount the estimated future cash flows 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. In determining fair value less
costs to sell, the Directors consider recent market transactions, if available. If no such
transactions can be identified, the Directors utilise an appropriate valuation model.

When applicable, the Group recognises impairment losses of continuing operations in the
“Statements of Profit or Loss and Other Comprehensive Income” in those expense categories
consistent with the function of the impaired asset.

(g) Right-of-use assets

A right-of-use asset is recognised . at the commencement date of a-lease. The right-of-use
asset is-measured:at cost, which comprises the initial amount of the lease liability, adjusted
for, as applicable, any lease paymenits made at or before the commencement date net of
any lease incentives received, any initial direct costs incurred, and ‘an estimate of costs
expected to be incurred for dismantling and removing the underlying asset, and restoring
the site or asset.

Right-of-use assets are depreciated on'a straight-line basis over the unexpired period of the
lease or the estimated useful life of the asset, whichever is the shorter. Right-of use assets
are subject to impalrment or adjusted forany re-measurement of lease liablilities.

The Group has élected not to recognise a right-of-use asset and corresponding lease Hability
for short-term leases with terms of 12 months or less and leases of low-value assets. Lease
payments on these assets are expensed to profit or loss as incurred.

() Leases

The determination of whether an arrangement is, or contains, a.lease Is based on the
'substance of the:arrangement at.inception date: whether fulfiiment of the arrangement is
dependent onthe use of 3 specific asset or assets or the arrangemerit conveys-a right to use
the asset. -

All leases are accounted for by recognising a right-of-use asset and a lease liability except

for:
® leases of low value assets; and
° leases with a duration of 12 months or less.

IFRS 16 “Leases” was adopted on 1 April 2018 with full retrospective effect.

Lease liabilities are measured at the present value of the contractual payments due to the
‘lessor over the lease term, with the discount rate determined by reference to the rate
‘inhérentin the lease unless {as’s typically the case) this is not readily determinable, in which
case the Group’s incremental borrowing rate on commencement of the lease is used, which
the Directors have assessed to be 4%,
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(h) Leases [continued)

Subsequent to initial measurement lease liabilities Increase as a result-of interest charged at
aconstant rate on the balance outstanding and are reduced for lease payments made. Right-
of-use assets are amortised on.a straight-line. basis over the: remaining termof the lease or
over the remaining economic life-of the asset if; rarely, this is judged to be shorter than the
lease term.

Extension option:

The. property lease contains an extension .option exercisable by:the Group up to-one year
before the end of the non-cancellablé contract period. Where practicable, the Group seeks
to include extension options in new leases to provide operational flexibility. The extension
options held are exercisable only.by the Group and not by the.lessors. The Group assesses at
the lease commencement date whether it is reasonably certain to exercise the extension
options. The Group reassesses whether it Is reasonably certaln to exercise the options if
there Is a-significant event or.significant changes in circumstances within its control.

(i} Taxation

Deferred taxation .

‘Deferred tax.is-provided:in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the Consolidated
Group Financial Information. Deferred tax is determined using tax rates {and laws) that have
been enacted or substantially enacted by the reporting date and expected to apply when the
related deferred tax is realised or the deferred liability is settled.

Deferred tax assets are recognised to the extent that it is probable that the future taxable
profit will be available against which the temporary differences can be utilised.

Income taxation

Current income tax.assets and liabillties are measured at the amount to be recovered from,
or paid to, the-taxation authorities. The tax rates and tax laws used to‘compute the amount
are those that are enacted or substantively enacted at the reporting date in the jurisdictions
‘where the Group operates and generates taxable Income.
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(i) Revenue from contracts with customers and other income

The Group’s revenue represents the fair value of the consideration received or receivable
for the rendering of services and sale of goods, net of value added tax and other similar sales-
based taxes, rebates and discounts after eliminating intercompany sales. In particular:

Sale of goods
For Distribution, Brand Ownership and Nomad Technology, revenue includes the sale and
distribution of goods. The primary performance cobligation is the transfer of goods to the
customer. For wholesale revenue (revenue from other businesses), control is transferred
- when the goods are collected from the Group’s premises. For online revenue, control
transfers when the title and risk of loss has passed to the customer, this could be when the
goods are shipped. from the Group’s premises or when the goods.are delivered.to the
customer, the timing of transfér is dependent on the terms of trade with the online platform.
Provision for returns and other allowances are reflected in revenue when revenue from the
customer is first recognised. Returns are Initially estimated based on historical levels and
adjusted subsequently as returns are incurred,

When the Group acts.as principal in sale of goods and services, revenue from-customers and
costs with suppliers are reported on a gross basis. When the Group acts as agent in sale of
goods and services, revenue from customer and costs with suppliers are reported on a net
basls, representing the net margin earned. Whether the Group is acting as principal or-agent
depends on management’s analysis of both legal form and substance of the agreement
between the Group a'n:d its business partner.

Acting as principal to a contract for services

For Nomad technology, the Group"provides managed services with certain arrangements
that may be sub-contracted to third party agents. Under these ammangements, a business
partner may-appoint the Group as the service provider.in respect of the managed services.
The Group is responsible for planning and execution of such services. Whilst the Group may
sub-contract its obligation under the arrangement, it remains responsible for delivery of the
service obligations to the business partner. In these circumstances, the Group is considered
‘to be the principal to the arrangement as it controls the service before transferring it to the
customer. In particular, the Group retains the ability to direct the use of, and obtain
substantially all of the remaining- benefits from, the agreement. Accordingly, the Group
recognises revenue and.cost on a gross:basis.

'Revenue for these managed services are récognized as the services are performed and the
.obligations are discharged; or if there are no key performance obligations, straight line.over
the relevant period. '

- Exceptional revenues

Exceptional revenues In respect of the delivery of personal protective equipment {“PPE”)
were recognised when the performance obligations were discharged, at the time of delivery
of the PPE. '
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(k) Employee benefits
Short-term benefits

Short-term employee benefit obligations-are measured on an undiscounted basis and are
expensed as the related service is provided. A liability Is recognised for the amount expected
to be paid under short-term cash bonus or profit-sharing plans if the Group has a present
legal or constructive obligation to pay thisamount as a'result-of past service provided by the
employee and the obligation can be estimated reliably.

“Lang-term benefits.

Defined contribution plans
The .income . statement: expense :for- the defined contribution. pension plans operated
represent the contributions payable for the year.

() Finance Income and expenses

Financing expenses comprise interest payable on lease liabilities, leases recognised in profit
or loss-using the-effective interest method, and net foreign exchange losses that are
recognised in the income statement. Financing Income comprise interest réceivable on cash
deposits 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.

{m) Cash-and cash 'edulvalems
For the purpose of presentation in the consolidated statement of cash flows, cash-and cash
equivalents include cash on hand, deposits held at call with financial institutions, other short-
term highly liquid investments with original maturities of three months or less that are

readily convertible to known amounts of cash and which are subject to an insignificant risk
of changes in value, and bank overdrafts.

{n) Trade and other receivobies

Trade receivables are recognised initially at -fair value and-subsequently measured -at
amortised cost using the effective interest method, less provision forimpairment.

(o) Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is based on the first

in first out principle and includes expenditure incurred in acquiring the inventories and other
costs in bringing them to their existing location and.condition.
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(p) Provisions

A provision. is recognised when the Group has a present obligation, legal or constructive, as
a resuit of a past event and it is probable that-an.outflow of resources embodying economic
benefits will be required to:settle the obligation, and a reliable estimate can be made.
Provisions are reviewed at each reporting date and adjusted to reflect the current best
estimate. If it is no longer probable that an outflow of economic resources will be required
to settle the obligation, the provision is reversed. Where the effect of the time value of
money Is materlal; provisions are discounted using a current pre-tax rate that reflects, where
appropriate, the. risks specific to the liability. When discounting is used, the increase in the
provision due to the passage of time is recognised as an Interest expense.

() Contingent liabilities

Contingent liabilities are possible obligations whose existenice deperids.on the outcome of
uncertain future events or present obligations where the outflow of resources is-uncertain
or cannot be'measured reliably. Contingent liabilities are not recognised in the Consolidated
Group Financial Information, but are disclosed unless they are remote.

(r) Merger rellef

The Issue of shares by Samarkand. Group plc is accounted for. at the fair value of .the
‘consideration received. Any excess over the iominal value of thé shares issued Is credited to
the share premium account other than ina business combination where the consideration
for shares in another company includes the issue of shares, and on completion of the
transactlon, Samarkand Holdings has secured- at least a 90% equity holding in the other
company. In such circumstances the credit is applied to the merger relief reserve.

In the case of the Samarkand Holdings’ acquisition of Samarkand Global Limited in 2016,
where all of the issued shares were acquired on a share for share basis, then merger relief
has been applied to those shares issued in exchange for shares in Samarkand Global Limited.

(s) ‘Share-based payment arranigements
Ed’qity%Séttlé.d' share-based payments to employees are measured at the fair- value. of the
equity instruments at the grant date.
The fair value determined at the grant date of the equity-séttled share-based payments is

expensed on a straight-line basis over the vesting period, based on the Group’s estimate. of
equity instruments that will eventually vest, with a corresponding increase.in equity.

Where the conditions are non-vesting,-the expense and equity reserve arising from share-
based payment transactions is:recognised.in full immediately on grant.

At the end of each reporting period, the Group revises its estimate of the number of equity
instruments expected tovest. The impact of the revision of the original estimates, if any, is
recognised in profit or loss such that the cumulative expense reflects the revised estimate,
with a corresponding adjustment to equity.
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{t) Segmental reporting

The directors consider that the Group has three reportable segments, namely that of Brand
Ownership, Nomad Technology and Distribution business units engaged in the B2B and B2C
sale of products and e-commerce technology solutions for Western brands and retailers
selling into China. Revenues and direct costs of sale are ailocated to each segment by nature
of activity.

The Group also analyses and ‘measures its sales performance into geographic regions,
specifically the UK, China and the Rest of the World.

An analysis is incluided in-Note 6 to the Consolidated Financial information.

4. Significant accounting judgements, estimates and assumptions
The directors have made-the following judgements which’ may have a significant effect on the
amounts recognised in the Consolidated Group financial statements:

(a) Valuation of intangible assets

The determination of the fair value of assets-and liabilities arising :on the acquisition: of
businesses, the acquisition of industry-specific knowledge, software technology and brand
names, whether arising from separate purchases or from the acquisition as part of business
combinations, and development expenditure which is expected to generate future economic
benefits, are based, to a considerable extent, on the Directors’ estimations.

The fair value of these:assets.is determined by discounting estimated future net cash flows
geneérated by the asset where no active market for the assets exists. The use of different
assumptions for the expectations of future cash flows and the discount rate would.change
the valuation of the intangible assets.

Allocation of the purchase price affects the results of the Group as finite life intangible assets
are amortised, whereas indefinite lived intangible assets, including goodwlill, are not
amortised and could result in differing amortisation charges based on the allocation to
indefinite lived and finite lived intangibie assets.

The useful life used to amortise Intangible assets relates to the expected future performance
of the assets acquired and management’s estimate of the period over which economic
benefit will be derived from the asset.

The estimated useful life principally reflects management’s view of the.average economic
life of each asset and is assessed by reference to historical data and future expectations. Any
reduction in the estimated useful life would lead to an incréase in the amortisation charge.

(b). iImpairment of rion-financial assets

IFRS requires the Directors to undertake an annual test for impairment of indefinite. lived.
assets and, for finite lived assets, to test for impairment if events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable.

63




SAMARKAND GROUP PLC
NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

(b} Impairment of non-financial assets {continued)

Impairment testing:is an area involving: Judgement in determining estnmates, requiring
assessment as to whether the carrymg value of assets can.be supported by. the net present:
value of future cash flows derived. from such assets- using cash flow-projections which have
been discounted at an- appropriate rate. in calculatmg the net present value of the future
cash flows, certain assumptuons are reqwred to be made in respect of highly unicertain
matters lncluding management’s expectations of:

o growth in EBITDA, calculated as adjusted operating profit before depreciation and
amortisation;

o the level of capital expenditure to support long-term growth; and
e the seléction of discourit rates to reflect the risks involved.

The directors prepare and approve. cash flow projections. which-are used in the fair value
calculations. .

Changing' the- assumptions selected by the Directors, in particular the discount rate and
growth rate assumptions used In the cash flow projections, could. sngnlflcantly affect their
impairment evaluation and hence the Group’ s results.

(c) Research and development costs

Research expenditure Is recognised in the income statement in the period in which it is-
incurred. Development expenditure is recognised in the income statement in the period in

which it is incurred_ unless it is probable that economic benefits will flow to the Group from

the asset being developed, the cost of the asset can:be reliably measured and technical

feasibility can be demonstrated, in which case it is capitalised as an intangible asset on the

statement of financial position.

Initial capitalisation of costs is based on the Directors’ judgement that technological and
economic feasibil_ity of the asset is confirmed; usually. when a development project has
reached a defined milestone according to an established project management model. In
determining the amounts to be capitalised, the Directors have made assumptions regarding
the expected future cash generation of the project, discount rates to be applied and the
expected period of benefits. Capitalisation ceases when the asset being developed is ready
for use.

Cost of internally generated intangible assets comprise of directly attributable costs
necessaryto create, produce, and prepare the asset to be capable of operating in the manner
intended by the Group. More specifically, time spentthatis eligible for capitalisation includes
time that is intrinsic to the development of new software and the enhancement of existing
software. Development costs that do not meet the above criteria are expensed as it is
‘incurred. in particular, time that is spent on the maintenance of existing software ‘is
recognised as an expense.

At 31 March 2021, the carrying amount of capitalised development costs was £1,027,488 (31
March 2020: £633,374).
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(d) Right-of-use assets

‘At the commencement of a Iease an initial assessment is made as.to whether or not it is

'Iikelv that a renewal option will be exercised and therefore the lease term is-determined at
this point. Judgement as to the likely lease term has'a direct impact on the calculation of
rlght-of-use assetsand lease liabilities as wetl as related deprec;atwn and finance expenses.
The Directors have assumed that the Group will not:extend its lease terms.

5. - Subsidiaries

Details of the Group’s subsidiaries as at 31 March 2021 are as follows:

: Company Couritry of Registered office Principal activity Percentage of
‘régistration or . ordinary
incorporation shares held.

Samarkand Holdings ~ England &'Walés. “Uniit 13 & 14 Nelson Trading Holding company. 100%
Limited Estate, The: Path Merton,

‘Lendon,’ SW19 3BL
Forever Young England & Wates - -As above ‘UK'& European. 100%*
nternational Limited distribution

‘Samarkand Global England & Wales As above eCommerce provider 100%*

‘Umited
New Sitk Road Brand England & Wales As above Inactive 100%*
Management Limited
Immergruen Limited  England & Wales As above UK distribution 100%*
Samarkand Global People’s Republic Ronm 107 No. 701, 7"' Fleor, Adnﬁni"_stra_t&e 100%*
{Beijing} Limited of China Buﬂdmg 1 Westend, No. 100
: Ballzhuaru, Chaovang Dlsmct,

Beijing
Shanghal Samarkand People’s Republic Room 205, No.438 Pudlan Administrative 100%*
Technology Service of China Road, China (Shanghai) Pilot
‘Co,, Ltd ‘Free Trade Zone
Samarkand Global Hong Kong (SAR), .Suite 1113A, 11/F, Ocean Sale of goods into 100%*
Hong Kong Limited China .Centre, Harbour City, 5 Hong Kong

Canton Road, Tsim.Sha Tsui,

Kowtaan, Hong Kong
Shanghai EastWest People’s Republic Raom 2021, Building 2, No. Technology licensing 100%¢

Network Technology
Co,, Ltd

¢ held indirectly

of China

181 Songyu Road, Tinglin

Town, Jinshan District,
Shanghai
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6. Segmental analysis

An analysis of the Group’s revenue and cost of sales is as follows:

‘31 March- 31 March-
2021 2020
£ £
‘Revenue by business unit:
Brand ownership 3,518,615 2,119,654
.Nomad technology 6,360,740 1,527,094
Distribution 4,832,644 3,191,211
Exceptional revenue 5,780,000 -
Other 108,542 6,141
Total revenue 20,600,541 6,844,100
Revenue by geographical destination:
UK 8,960,128 2,910,994
China 11,131,560 3,497,842
Rest of the world 508,853 435,264
Total revenue 20,600,541 6,844,100
Cost of sale by business unit:
Brand-ownership 1,126,480 998,333
Nomad technology- 2,001,204 536,369
Distribution 2,496,299 2,006,172
-Exceptional 3,091,046 “r
Other 55,858 21,674
Total costs of sale . - 8,770,887 3,562,548
Exceptional revenues:

With teams in both'the UK and-China, the Group was ideally positioned to source and supply
products necessary for the coronavirus response. As a result, a £5.8m-government contract from
the Department of Health and Social Care (DHSC) (the “Exceptional Revenue”) was awarded to
the Company in April 2020 for the supply of personal protective equipment. This contract was
successfully fulfilled on time and within-budget.

Segment assets:
The non-current assets of the Group are not measured orreported internally.on a segmental basis
as they are-not considered to be:attributable to any specific business segment.
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7. Expenses by nature

An analysis of the Group’s expenses by nature is as foflows:

31 March 31 March
2021 2020
£ £
Administrative expenses:
Property costs ) 227,910 253,729
Staff costs 2,982,338 1,749,679
Professional fees 382,068 201,240
Other 426,886 - 386,581
Share based payment 26,914 -
IPO costs 460,174 o
Total administrative expenses . 4,506,290 2,591,229
31 March 31 March
2021 2020
£ £
Aggregate staff costs (including directors) ’
Wages and salaries {including bonuses) 2,515,677 1,926,867
Sacial security and other payroll taxes 290,226 208,199
Pension costs 89,399 33,274
Share based payment charge 26,914
Capitalised development costs {557,181) {419,661}
Total staff costs 2,365,035 1,749,679
Average number of employees
Management 9 8
Sales operations 54 35
Finance and administration 6 . 6
Technology 15 8
84 57

Capitalised development costs comprise.of directly attributable costs necessary to create, produce,
-and prepare the intangible to be capable of operating in the manner intended by the company.
More specifically, time spent that is eligible for caplitalisation includes time that Is intrinsic to the
-development of new software and:the enhancement of existing software.
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8. Staff costs {continued)

Remuneration:of key management personnel
Key Management personnel of the Group comprise the directors of Samarkand Group plc and other
senior members of staff. The emoluments and benefits of Key Management personal were as

follows:
31 March 31 March-
2021.. 2020 -
£ £
Aggregate staff costs (including directors)
Wages and salaries {(including bonuses) 754,569 617,531
Social security and other payroll taxes 96,287 69,887
Pension costs 11,513 9,355
Capitalised development costs (46,843) {63,303)
Total staff costs 815,526 633,470
9. Auditors’ remuneration
31 March 31 March
2021 ' 2020 .
) £ £
Fees payable to the Company’s auditor:
For auidit services ‘
Audit of the financial statements of the Group 60,000 s
For other services
Support in connection with admission to Aquls
Exchange Growth Market 152,500 .

Non-audit services were provided prior to the Company’s admission to the Aquis Exchange Growth
Market. '

10, Earnings per share

31 March 31 March

- . - 2021 2020

Basic and diluted earnings/(loss) per-share - 0.78 pence {3:93) pence
Basic and diluted number of shares in‘issue 51,618,966 35,340,000

Basic earnings per share is calculated- by dividing the profit/loss after tax.attributable to the equity
holders of Samarkand Group pic by number of shares inissue after the allotment of ordinary shares
on 22 March 2021, The same number of shares Is used for the corresponding period in order to
provide a meaningful comparison
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11. Taxation

The compoients of the provision for taxation on income included in the “Statenient of Profit-or
Loss and Other Comprehensive Income” for the periods presented are summarised below:

31 March 31 March
2021 2020
£ £
Current tax

UK corporate income tax credit (168,776) {35,508)

Deferred tax
UK deferred income tax credit (8,738) {(8,738)
Total income tax credit (177,514} {44,247)

The differences between the statutory income tax rate and the effective tax rates are summarised

‘as follows:
31 March ‘31 Maich
2021 ‘2020
£ £
Profit/(loss) before income taxes 229,543 (1,431,806)
Expected tax at stétut‘br,y uK corporatibn- tax rate

of 19% 43,613 {272,043)

Increase/{decreasé) in tax resulting. from: ‘
£ffect of different tax rates.in foreign jurisdictions 76,829 58,567
‘Research and development tax credits {168,776) (35,509)
Tax losses utilised {131,381) 150,660
Capital allowances less depreciation {6,151) (1,159)
Over provision in prévious periods "{10,822) i
Deferred tax credit (8,738) (8,738)
Non-deductible expenditure 27,912 63,975
(177,514) (44,247)

The Group had a deferred tax liability of £67,576 (2020: £76,314). The deferred tax liabilities relate
to taxable temporary differences.

The Group had £1,492,553 (2020: £2,184,034) of tax losses avallable to be carried forward against
future profits.
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12. Intangible assets

A

Cost

At 1April 2019
‘Additions

At 31 March 2020

Additions

Additions through business

combinations *
At 31 March 2021

Amortisation
At 1 April 2019

Charge for the year

At 31 March 2020

Charge for the year

At 31 March 2021

Net book value
At 31March 2021

At 31 March 2020

Development Trademarks Brands Goodwill Total
costs’

£ £ £ £ £

193,614 13,999 459,916 57,807 725,336

439,760 27,328 b = 467,088

633,374 41,327 459,916 57,807 1,192,424

557,181 29,045 - 586,226

i - 10,235 - 10,235

1,150,555 70,372 470,151 57,807 1,788,885

1,077 57,490 - 58,567

:. 4,491 45,593 - 50,484

- 5,568 103,483 - 108,051

163,067 7,775 46,011 - 216,853

163,067 13,343 149,494 325,904

1,027,488 57,029 320,657 57,807 1,462,981

633,374 35,759 356,433 57,807 1,083,373
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i3. Property, plant and equipment

- Office “Computer  lLeasehold Total
-equipment. equipment improvements
£ £ £ £
Cost
-At1 April 2019 26,356 16,824 5,854 49,034
‘Additions 47,601 27,930 48,382 123,913
At-31 March-2020 (as
previously reported) 73,957 44,754 54,236 172,947
. Reclassification {8,084) 3,859 4,194 {31)
At 31 March 2020 (restated) 65,873 48,613 58,430 172,916
Additions- 22,734 -48,917 - 71,651
Transfer (458) 459 -
‘Foreign exchange’ - {(771) P (771)
‘At 31 March 2021 88,148 97,218 58,430 243,796
Depreciation
At 1 April 2019 1,057 5,556 1,171 7,784
Charge for the year 13,482 11,966 5,165 30,613
At 31 March 2020 {as
previously reported) 14,539 17,522 6,336 38,397
Redassification S (31) - (31)
At 31 March 2020 (restated) 14,539 17,491 6,336 38,366
Charge for the year o 19,694 23,759 11,073 '54,526
Transfer {83) 3 (80)
Foreign exchange T (278). - ra! {278¥
At 31 March 2021 34,150 '40,975 17,409 '92,534
Net book value
At 31 March 2021 53,998 ‘56,243 41,021 151,262
At 31 March 2020 . .59,418 27,232 47,900 134,550
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14. Right-of-use assets

Land and Total
buildings
€ £

Cost '
At 1 April 2019 1,362,545 1,362,545
Additions - -
At 31 March 2020 1,362,545 1,362,545
Additions - 5.
At 31 March 2021 1,362,545 1,362,545
Amortisation
At 1 April 2019 57,893 57,993
Charge for the year 231,972 231,972
At 31 March 2020 289,965 ‘289,965
Charge for the year 231,973 231,973
At 31 March 2021 521,938 -521,938
Net book value
At 31 March 2021 : ) 840,607 ‘840,607
At 31 March 2020 1,072,580 1,072,580

The Group leases land and buildings for its officés and warehouses under agreements of between
five to six years with, in some cases, options to extend. The leases have initial rent-free periods and.
S yearly upward only rent reviews. No extension to these leases has been assumed.

Future minimum lease payments associated with the land and building leases were as follows:

31 March 31 March

2021 2020

: £ £

Not later than one year 283,579 282,906
Later than one year and not later than two years 283,579, 283,579
Later than-two years and not later than five years 472,545 756,642
Total minimum lease payments’ 1,039,703 1,323,127
Less: future finance charges (66,709) (106,641)
Present value of minimum lease payments 972,994 1,216,486
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14. Right-of-use assets — Group {continued)

Impact of IFRS 16 “Leases” anthe statément of comprehensive income

The following tables summarises the effect of IFRS-16 "Leases™ on the Group's profit/loss before

tax for each period presented:

Profit/{loss) before tax excluding lease charges

Lease payments under short-term and low value
“assets

Depreciation of right of use assets

Lease finance expense

Profit/(loss) before tax and after lease charges

15. Inventories

“Finished goods
Provision for obsolescence
Totalinventories .

‘Cost of inventory recognised in profit and loss
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31 March 31 March
2021 2020

£ £
597,766 {1,024,542)
(96,320) (126,720)
{231,973) (231,972)
(39,930) (48,572)
229,543 {1,431,806)
31 March 31:March
2021 2020

£ £
1,908,560 1,315,193
{51,321) (20,000)
1,857,239 1,295,193
8,770,887 3,562,548
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16. Trade receivables

The. majority -of trade. receivables are current and. the directors believe these receivables are.
collectlble The directors consistently assess the collectablhty of these receivables. As:at 31 March
2021, the directors considered a portlon of these receivables uncollectable and recorded a
provision in the amount of £14, 689 {31 March 2020: £6,096).

31 March 31 March

2021 + 2020

£ £

Trade recelvables 1,028,320 1,062,539
Provision for expected credit loss (14,689) (6,096)
Total trade receivables ‘ 1,013,631 1,056,443

The provision for expected loss rates are based on the Group’s historical credit loss experience,
client based and the economic conditions. Most significantly, the rate of provision is 100% for
amounts more than one year-past due. The historical loss rates are then adjusted for current and
forward-looking ‘information on macroeconomic factors affecting the Group’s customers. Both
historic losses and expected future losses being very low, the directors consider it appropriate to
apply a single average rate for-expected credit losses to'the overall population of trade receivables.
The single expected rate applied is 1.42% (31 March 2020: 0.57%). The directors have identified the
gross domestic product growth rates as the key macroeconomic factors in the countries in which
the Group operates.

Invoice discount facilities

The carrying amounts of the trade recelvables include receivables which-are subject to-an invoice
discounting an‘angement Under this’ arrangement the Group: has transferred the relevant
receivables to HSBC Invoice Finance (UK) Limited in-exchange for cash and is prevented from: selling
or pledging the receivables. However, the Group has retained late.payment and credit risk. The
‘Group therefore contlnues to recogmse the transferred assetsin their entirety in its Statement of
Financial Pasition. The amount repayable under the agreement is. presented as secured borrowing.

The Group considers the held to collect business model to remain appropriate for these receivables
‘and hence continues measuring them at amortised cost:

The relevant carrying amounts are as follows:

31 March 31March

2021 2020

£ £

Receivables. 383,201 663,140
Associated secured borrowing {Note 22) (210,996) {422,133)
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17. Other receivables and prepayments

31 March 31 March.

2021 2020

S £

Accrued income " 660 65,352
-Prepayments 400,205 111,814
Other recelvables’ . 121,157 136,232
Total other receivables and prepayments 522,022 313,398

18. Share capital and merger relief reserve

The following table summarises the share capital of Samarkand Group plc for the- periods

presented:

.Number of Share
shares: capital
No. £

Isstied share-capital in Samarkand Holdings Ltd at
‘31 March 2020 1,767 1,767
Stib-division of shares - {a) 174,933 -
“At:31 March 2020 176,700 1,767
Exchanged for shares In Samarkand Group plc (b) 35,340,000 353,400
Share issued on incorporation 1 &
Shares issued on 22 March 2021 16,278,965 162,730
At 31 March 2021 51,618,966 516,190

(a) By way of an ordinary resolution passed on 24 September 2020, Samarkand Holdings Limited resolved to sub-
divide each of its ordinary shares of £1.00 each in issue into 100 ordinary shares of £0.01 each. Accordingly, the
number of shares in issue increased from 1,767 to 176,700.

{b) On 16 February 2021, Samarkand Group plc issued 35,340,000 ordinary shares of £0,01 each in exchange for the
entire share capital of Samarkand Holdings Limited on the basis of 1 ordinary share in Samarkand Holdings Limited
for 200 shares in Samarkand Group pic.

Shareholders are entitled to receive dividends as declared from time to time and are entitled to
one vate per ordinary share at meetings of Samarkand Group plc.

‘Merger relief reserve

At 31 March 2021, the merger relief reserve arises from the issue of shares by Samarkand Group
pic in exchange for shares in Samarkand Holdings Limited. At 31 March 2020, the merger relief
reserve arises from.the issue of shares by Samarkand Holdings Limited in exchange for shares.in.

- Samarkand Global Limited. in both cases, merger relief has been applied to those shares issued on
a share for share basis.
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18, Share optien plan
ENil'share option scheme

As part of its strategy for executive and key employee remuneratmn, Samarkand Holdings
established an ‘Approved Enterprise Management Incentive. (“EMI”) Share Option -Scheme on 20
October 2020 under whichshare options may be granted to officers and employees or members-of
the Group. Under the rules of the Share Option Scheme, Samarkand Holdlngs may grant EMI
options to recrult of retain an ehgible employee.

There are overall and Individual limits on the tatal market value (at the relevant dates of grant) of
the shares In Samarkand Holdings that can be acquired on the exercise of all EMI Options. The
earliest date on-which .an option may.be exercised shall be the earlier of: (i) the Business Day
immediately following the 18-month anniversary of the Grant Date; and (i) the date on which an
exit occurs (the vesting date). The Option shall lapse on the tenth anniversary of the. Grant Date,
assuming it is not exercised before then and no event occursto cause it to-lapse earlier under the
Rulés. The exercise of option'is not subject to any exercise conditions.

Options over 16,964 shares were.granted-on 20 November 2020.

Unapproved share option scheme
'On' 20 October 2020, Samarkand Holdings adopted an. Unapproved.share option scheme whereby
Samarkand Holdings may grant-an option.to any employee it chooses.

-On the grant date of any optoon, the Board may specify one or more approprlate exercise conditions
for the option. The maximum number of shares over whlch optlons that may be granted under the

scheme is 11,044.

An option Holder may not exercise an option before an-exit unless otherwise provided for in that
-option holder’s option certificate.

"Options over 10,335 shares were granted on 3 December 2020.

2021 2021

Weighted

average Exercise

_price .

, {pence) Number
"Outstandingat 1 April: 2020 -
“Granted- 9.86 5,459,800.00.
‘Exercised 9.86 (4,467,800.00)
-Outstandmg at 31 March 2021 9.86 992,000.00
Exercisable as at 31 March 2021 5.86 992,000.00

Followlng the’ share for share exchange Samarkand, Group plc had the following share -options.
outstandmg as at the year-end.
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20. Other reserves

Currency translation reserve
The currency translation reserve represents cumulative foreign exchange differences arising from
the translation of the financial statements of foreign subsidiaries.

Capital contribution

The: capltal ‘contribution. ‘comprises ‘the difference: between the amount of any long-term loans
made on-intérest-free ‘terms and :the fair. value. of: the- liabilities and Is recorded as-a capital
contribution-as-a separate ‘component: of -equity.

21. Borrowings
The Group’s borrowings consist of:

. Fixed rate secured loan notes which incur interest at 5% per annum;
. Shareholder loans which incurs interest at between. nil and base rate plusa margin of 6%
per annum;
® Secured bank loans which incur interest at 3.99% and 5.0% per annum;
» Unsecured bank loans.which incur interest-at.5.0% per annum
. Other loans which incur interest at between nil and 15% per annum; and
° An invoice discount facility;

The following table provides a reconciliation of the Group's future maturities of its total borrowings
for each of the periods presented:

31 March 31 March
2021 2020
£ £
Not iater than one year:

Fixed rate secured-loan notes W -
Loans from shareholders o 2,208,288
‘Bank’loans 413,333 -
Invoice discount advances 210,996 422,133
Other loans 85,245 191,670
Current 705,574 2,822,091

‘Payable after one year but less than five years:
Fixed rate secured loan notes 1,176,304 1,903,145
Bank loans 186,667 ¥
Other loans 9,993 21,242
Non-current 1,372,964 1,924,387
Total borrowings 2,082,538 4,746,478
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21, Borrowings (continued)

(8) - Fixed rate securedloan notes
On 26 July 2019, Samarkand Holdings executed a Convertible Laan Note instrument for up to £1,500,000 Fixed Rate loan
Notes 2022 and, on 20 February 2020, Samarkand Holdmgs executed a Supplementary Deed of Variation increasing the
amount of the Notes to £1,850,000 — the ‘Fixed Rate Secured Loan Notes 2023'. The maturity date on which the prlndpal
-amoiint is due to be redeemed Is 26 July 2023, or, if earlier, the date on which the Notés are redeemed or converted. The
redemption valué is the par value of such Notes. Interest IS fixed at 5% per annum.

On 24 September 2020, Samarkand HoldIngs executed a Non-convertible Loan Note.Instrument for up to £1,146,299.50 fixed
rate secured loan notes 2025. The maturity date on which the principal amount is due to be redeemed is 24 September 2025,

or, if earlier, the date on which the Notes are redeemed. The redemption vafueis the par value of such Notes. Interest 1s fixed
at 5% per annum.

The Notes are secured. by way of: i) a debenture from Samarkand Holdings In favour of Global Smiolian Holdings.(*Smollan®)
dated 26 July-2019; and Hi) a deed of priority amongst Samarkand Holdings, Smollan and HSBC Bank plc.

On the 16 February 2021, as part the reorgamsauon of the Group, prior to the admission; the Convertible Loan Note )
instrument and Non-convertible Loan Note Instruments were transferred to Samarkand Group plc.

Immediately-prior to the admission, on the 22 March 2021, £1.1m of the Convertible Loan Note Instriument was converted in
-to'Shares in Samarkand Group plc.equal to 90% of the IPO price. This equated to 967,539 Ordinary Shares inthe Company. A
further £1m was repaid in cash.

{b) Loans from shareholder
A shareholder had made the following loans-to Samarkand Holdings:

s Anunsecuredinterest-free loan of £1,499,470 drawn.on 14 December2017. The loan was repayable in full on or. before
the third annfversary of the drawdown date.

e Three further loans with an aggregaté principal amount of £700,000 were made during the year ended 31 March 2019,
éach repayable on the first anniversary of the loan. By letters of variation, each such loan was now repayable on the
second anniversary. The loansincurred Interest at the rate of 6% per annum above thee base rate from time to time of
HSBC Bank plc.

“e’. The loans from shareholder was repaid in September 2020,

(c) Bankisans:

. On 13 October.2020, Samarkand Holdings entered in a lcan from a bank under the Coronavirus Business interruption
Loans Scheme ("CBII.S") for a principal sum of £400,000. The loan Is guaranteed by the UK Gavernment. The loan
incurs interest at a rate of 3.99% over the Bank of Ensland’s Base Rate from time to time and is repayabie over six
years. No capital repayments are due for thefirst 12 months following the loan advance. Thereafter the loan is
repayable in 60 monthly instalments, The repayment of the CBILS ioan was triggered following the reorganisation of
the Group to facilitate the listing and as such, the foan is classified as current.

. On 21 October 2020, Forever Young international Limited entered in a loan from Funding Circle under the Coronavirus
Business Interruption Loans Scheme ["CBILS®) for a prlndpal sum of £200,000 The loan is guaranteed by the UK
Government. The-loan incurs Interest at a fixed rate of 5.0% and is repayable over flve years. No capital repayments
are due for the first 12 months following the loan advance. Thereafter the loan is repayablein 48 monthly Instalments.

{d) Invoice discount advances
These relate to receivables (see note!16 above) and are secured by an indemiity and undeértaking by each of the Directors
and a fixed and floating charge.
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21. Borrowings (continued)

Falr value of borrowings
The carrying value of borrowings approximates thelr fair value.

The following table represents the Group’s finance costs for each of the periods presented:

31 March 31 March
2021 :2020
£ £
Interest on_borrowings 261,862 213,310
Right-of-use lease finance expenses 39,931 48,572
Invoice discounting charges 12,235, 25,348
Bank charges 13,387 8,928
Foreign exchange 73,661 o e
Total finance costs 401,076 296,158

22, Loans from directors

31 March 31 March

2021 - 2020

£ £

Loans from directors , - . 499,511

The loans fram directors were unsecured and incurred interest at 5% per.annum which was payable when
the loans were repaid or on conversion to ordinary shares of Samarkand Holdings.

On 24 February 2021, as part the reorganisation of the Group, prior to the admission, the loans from
directors were transferred to Samarkand Group plc.

Immediately prior to the admission, on the 22 March 2021, twa of the loans from the directors’ were
repaid by conversion ta ordinary shares of Samarkand Group plc at 90% of the IPO price. The total number
shares equates to 317,509. The other directors loan was repaid by conversion to ordinary shares: of
Samarkand Group plic at the IPO price, the total number of shares being 83,111 with the remainder
£90,000 of the [oan repaid in cash after the IPO.
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23. Fair value of financlal instruments

(a) Fair value

The fair value of an asset or liability is the: price that would be received to sell that asset or
paid to transfer that liability in an orderly transaction occurring in the principal market (or
most advantageous market in the-absence of a principal market) for such asset or liability. in
estimating falr value, the directors utilise valuation techniques that are consistent with'the
market approach, the income approach and/or the cost approach. Such valuation techniques
are consistently applied. Inputs to valuation techniques include the assumptions that market
particlpants would use in pricing.an asset or liability. IFRS 13 “Fair Value Measurement”
establishes a fair value hierarchy for valuation inpuits that gives the highest priority to quoted
prices in active markets for identical assets or liabilities and the lowest priority to
unobservable Inputs. The fair value hierarchy is defined as follows:
Level 1: Inputs are unadjusted, quoted prices in active markets for identical assets.at the
measurement date.
Level 2: Inputs (other than guoted prices included in Level 1) can include the following:

< observable prices in actlve markets for similar assets;

= prices for identical assets in markets that are not active;

= directly observable market inputs for substantially the full term of the asset; and

= market inputs that are not directly ‘observable but are derived from or corroborated

by observable market data.

Level 3: Unobservable inputs which reflect the Directors’ best estimates of what market
participants would use in pricing the asset at the measurement date.

All financial instruments measured at fair value use Level 3 valuation techniques for the both
years ended 31 March 2021 and 31 March 2020.

Level 2 fair value measurements are those including inputs other than quoted prices included
within Level 1 that are observable for the asset or liability directly or indirectiy.

There were no transfers between falr value levels during the periods presented.

The Group measures financial instruments at fair value.
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23, Fair value and financial instruments (continued)
{b) Financial Instruments
For trade receivables, the Group applies the simplified approach permitted by. IFRS 9
“Financial Instruments”, which requires expected lifetime losses to be recognised frominitial
recognition of the receivables.

Financial liabilities are initially measured at fair value and subsequently measured at
amortised cost. In the case of loans from a shareholder made on interest-free terms, the
difference between the loan amount and the fair value is recorded as a capital contribution
as a separate component of equity.

The Group is not a financial institution. The Group does not apply hedge accounting and its
customers are considered creditworthy and pay consistently within agreed payments terms.

A classification of the Group’s financial instruments for the periods pi'esented is included In
the table below:

‘31 March 31 March
2021 2020
' £ £
Cash and.cash equivalents held at amortised'
‘cost 14,606,867 . 572,586
Trade receivables and accrued income held A
at amortised cost 1,013,631 1,121,795
Financial assets at amortised cost 121,157 136,231
Financial liabilities at amortised cost (2,503, ,057) (2,070,435)
Borrowings and leases {3,055,532) {6,462,475)
Total 10,183,066 (6,702,298)

24. Financial risk management

For the purposes of capital management, capital includes issued capital ‘and all other equity
reserves attributable to the equity holders of Samarkand Group plc. The.primary objective of
Samarkand Group plc’s capital management is to.ensure that the Group maintains a strong.credit
rating and healthy capital ratios in order to suppoit its business and maximise shareholder value,

To maintain or adjust the capital structure, the directors may.adjust any future dividend payments.
to shareholders, return capital to shareholders or issue new shares. No changes were made in the
objectives, policies or processes during the periods presented.

The directors manage Samarkand Group plc’s capital structure and adjust it, in light of changes in

“economic conditions and the requirements of its finariclal covenants. The Group includes initsnet
‘debt, all loans and borrowings less:cash and short-term deposits.
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24. Financial risk management (continued)

The Group’s principal financial liabilities comprise of borrowings and trade and other payables,
which'it.uses primarilyto finance Its opérations:

The Group’s prlnclpal fi nancnal assets -include- cash -and cash equwalents ‘and trade-. and other
receivables derived from its operations.

(a) Market risk

-Market risk is the risk that changes in'market’ prices, such as foreign exchange rates and
interest rates will ‘affect the Group's:income or the valie of its holdings -of financlal
instruments. The. objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the return..

{b) Interest rate risk
Interest rate riskiis the risk that the fair value or future cash flows of a financial instrumenit
will fluctuate because of chianges in market interest rates. The Group is.subject to this risk
exposure as it relates to changes In interest rates on its variable rate borrowings. As
discussed in Note 25 “Borrowings”, the Group had £2.1 million of third-party borrowings
outstanding as at 31 March 2021 (31 March 2020: £4.8 million). The variable rate loans which
incur interest are at HSBC base lending rate plus-a margin of 6%.

‘The impact of an increase of 1% In the variable interest rates incuired:by the Group is as

follows:
31 March 31 March
2021 2020
. £ £
Total ' _ £ 7,038

{c) Credit risk

Credit risk is the.risk that.a customer or counterparty to-a financial instrument will not meet
its obligations under a contract and arises primarily. from the Group’s.cash'in banks and trade
receivables.

The Group’s credit risk is primarily attributable to its trade and other receivables. The
amounts included in the Statement of Financial Position.are net of allowances for doubtful
receivables. An allowance for impairment is made where there is.an identified loss event
which, based on previous experience, is evidence of a reduiction in the recoverability of cash
flows. The Group has a low retail credit risk due to transactions being principally of high
-volume, low value and short maturity. The Group’s trade receivables are primarily with large
retail companies with which the Group has long-standing relationships, and the risk of
default and write-offs due to bad debts is considered to below.

The Group has na significant concentration of credit risk, as-exposure is spread over a large.
number of counterparties and customers.
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24. Financlaf risk management (continued)
(d) Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows -of an exposure wiil
fluctuate due to changes -in-foreign exchange rates. The Group’s exposure to the risk of
changes in foreign exchange rates relates primarily to its operational activities (when
financial assets- and liabilities ‘are denominated other than in a company’s functional
curréncy).

Most of the Group's transactions are carried out in Pounds Sterling (£). Foreign currency risk
is monitored closely on an ongoing basis to ensure that the net exposure is at an acceptable
level.

The Group’s net exposure to foreign exchange risk was as follows:

CNY EUR HKS uss NZS
£ £ £ £ £
As at 31 March 2021
Financial assetsin £ 375,739 4,212 13,348 313 -
Financial liabilities in £ {14,896) (139,592) {367,899) {55,994) {215)
Net foreign currency risk 360,843 {(135,380) (354,551) {55,681) (215)
As at 31 March 2020
Financial assets In £ 614,031 39,594 27,467 50,346 &
Financial liabilities in £ (52,388)  {413,105) (37,796) {39,079} {81,499)
Net foreign currency risk 561,643 {373,511) {10,329} 11,267 (81,499)

‘Foreign currency sensitivity analysis:
The following tables demonstrate the sensitivity.to.a reasonably possible.change in-foreign
currency exchange rates.

'A10 per cent movement in each of the Chinese Yuan (CNY), Euro (EUR), Hong Kang Dollar
{HKS$) US Dollar (US$) and New Zealand Dolfar (NZ$) would increase/{decrease) net assets by
thé amounts shown below. This analysis assumes that all other variables, in particular
interest rates, remain constant.

CNY EUR . HKS us$ NZ$
£ £ £ £ £
As at 31 March 2021
Effect on net assets
Strengthened by 10% 36,084 {13,538) {35,455) 5,568 (8,150)
Weakened by 10% {36,084) 13,538 35,455 {5,568) 8,150
As at 31 March 2020
Effect on net assets
Strengthened by 10% 56,164 {37,351) {1,033} 1,127 {8,150)
Weakened by 10% (56,164) 37,351 1,033 {1,127) 8,150
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24, Financial risk management {continued)

(e) Cash and cash equivalents »
The Group assesses credit risk from. its cash and ‘cash equivalents oh a regular basis before
any.credit losses are-experienced. The Group considers such risk is limited as cash is-held
with banks with high credit ratings.

(). Trade receivables

Trade receivabies are due from customers and coilectability-is dependent on.the financial
condition of each individual customer as well as the general economic conditions of the
industry. The directors review the financial condition of customers prior to extending credit
and generally does not require collateral in support of the Group’s trade receivables. The
majority of trade receivables :are current and the directors believe these receivables are

collectible.
(g) Liquidity risk

Liquidity risk is the risk that the Group will not be able to. meet its financial obligations as
-they are due. The directors manage this risk by:

» maintaining adequate cash reserves through the use of the Group’s cash from operations
and borrowings; and

= continuously monitoring projected and actual cash flows to ensure the Group maintains an
appropriate amount of liquidity.

The maturity profile of the Group’s ﬂnanciall obligations are as follows:

Lessthan1 2to5  More than

year years 5 years Total

£ £ £ £

Trade and other payables 1,981,054 s 1,981,054
Borrowings. 709,574 1,372,964 - 2,082,538
Leases (gross cash flows) 283,579 756,124 = 1,039,703
Other liabiiities 522,003 67576 - 589,579
At 31 March 2021 3,496,210 2,196664 @ -  5692,874
Trade and other payables. 1,661,312 - i 1,661,312
Borrowings 2,822,091 1,924,387 « 4,746,478
Leases (gross cash flows) 260,674 952,420 117,758 1,330,852
Other liabilities 908,634 76,314 4 984,948
At 31 March 2020 5,652,711 2,953,121 117,758 8,723,590

o
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25. Notes to the statements of cash flows

Net debt reconciliation:
Opening o . Foreign exchange S
balances Cash flows mests .Closing balances
£ £ £ £

Year ended 31
March 2021
Cash & cash 572,586 14,052,795 (18,514) 14,606,867
equivalents
Right of use .
lease liabilities (1,216,486) 243,492 x (972,994)
Borrowings (4,746,478) 2,663,940 (2,082,538)
Directors’ loans {499,511) 499,511 - i
Totals (5,889,889) 17,459,738 {18,514) 11,551,335
Year ended 31
March 2020
Cash & cash 270,564 303,386 (1,364) 572,586
equivalents : A
Right of use
lease liabilities (1,375,998) 159,512 - (1,216,486)
Borrowings (2,870,198) {1,876,280) - (4,746,478)
Directors’ loans (499,511) @ - (499,511)
Totals {4,475,143) {1,413,382) {1,364) (5,889,889}

26. Contingencles

There -are-no known contingencies which might impact on the Group’s operations or financial

position.

27. Related party transactions

Amounts owed to related parties.

In addition to the borrowihgs from shareholders described in-Note 21 above, the Group had the

-following amounts owed to related parties:

e Asat31 March 2021, the Group had a net amount owing to a shareholder of £Nil'(31 March
"2020: £17,931).

® As at-31 March 2021, the Group had a-net amount owing to a shareholder of £Nil (31 March
'2020: £3,334). ' ' ‘

Each of the above balarices were unsecured; intérest-free.and repayable on demand.
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27. Related party transactions {continued)
Services provided to/purchases from related parties

During the year ended 31 March 2021, the Group made sales of £nil to a shareholder (31 March
2020: £30,774). The Group made purchases from the same party totalling Enil (31 March 2020:
£29,579).

During the year ended 31 March 2021, the Group made sales of £10,002 to a shareholder (31 March
2020: £3,334).

During the year ended year 31 March 2021, the Group made sales of £nil to a company.owned and
controlled by a key member of management {31 March 2020: £68,515). The Group made purchases
from the same party totalling £nil in the year (31 March 2020: £2,530).

All of the above transactions were eritered into on terms-equivalent to those that prevail in arm’s
length transactions. The amounts owing are to be settled in cash.

28. Material subsequent events

On 4 May 2021, the Group-announced that it had acquired the entire share capital of London based
Zita West Products Limited (ZWPL), www.zitawest.com, and 51% of Babawest Ltd (BW),
www.babawest.co.uk; for a total consideration of £2.4m. For the 6 month period ending 31 March
2021, ZWPL generated unaudited revenue of £635,901, a 60% increase on the same period in.the
previous year:

On 10 May 2021, the Group announced a placing of 2,737,840 new ordinary shares at a price of 115
pence raising £3,148,516 from United Win Asia Limited, a subsidiary of S.F. Holdings Co., Ltd, as
part of a strategic investment to further develop the Group's international expansion and
technology.

29. Uitimate controlling party

As at 31 March 2021, Samarkand Group plc did not have any one identifiable controlling party.
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SAMARKAND GROUPPLC

COMPANY STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDED 31 MARCH 2021

ASSETS
Investments
Norn-current assets

Amounts due from group undertakings
Other receivables and prepayments
Cashand cash equivalents

Current assets

Total assets

EQUITY AND LIABILITIES
Share capital

Share premium

Retained earnings

Total equity

Borrowings

Total non-current liabilities
Trade and other payables
Accrued liabilities

Total current liabilities
Totai liabfities

Total labilities and equity

The-Parent Company loss for the period was £499,805.

31 March
2021
£

353,400

353,400

4,785,174
274,106
13,463,910

18,523,190
18,876,590

516,190
17,412,500
{499,805)

17,429,285

1,176,304
1,176,304

170,605

100,396

271,001

1,447,305
18,876,590

The faa%;ial-'st‘atements were approved by the board of directors and authorised for issue on
FISTTTRTTY. .  NPPOIN 14

Wi.ﬂﬂ&l...andare signed on its behalf by:

David Hampstead
Director

‘Company Registration No. 13127277
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SAMARKAND GROUP PLC

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

Share Share Retained Total equity
capital premium earnings
£ £ £ £
Loss and total comprehensive . - {499,805) (499,805)
income for the. period.
Issue of shares ‘516,190 17,412,900 - 17,929,090
Balance at 31 March 2021 516,190 17,412,900 {499,805) 17,429,285
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SAMARKAND GROUP PLC

COMPANY STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31-MARCH 2021

Cash flows from operating activities
Loss after taxation

Working capital adjustments:

increase in trade and other receivables
Increase in trade and other payables
Net cash used in operating activities

Cash flows from.investing activities

Acquisition of subsidiary, net of cash acquired

Net cash used in investing activities

Cash flows from findncing activities
Proceeds from borrowings
Repayment of borrowings

Proceeds from issue of shares

Net cash from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents — beginning of the year

Cash and cash equivalents — end of the year

a9

31 M'ar;h
2021
£

(499,805)

{5,059,280)
271,001

(5,288,084)

{353,400)

{353,400)

3,691,906
(1,090,000)
16,503,488

19,105,394

13,463,210

-

13,463,910




SAMARKAND GROUP. PLC
NOTES FORMING PART OF THE COMPANY FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2021

1, Basis of preparation

These financial statements have been prepared in accordance with FRS 102 “The' Flnancial Reportlng
Standard applicable in the UK and Republic of ireland” (”FRS 102”)and andin accordance with.international
financial reporting standards adopted pursuant to Regulation (EC) No 1606/2002 as it applies in the
European Union.
In preparing these financial statements the Company has taken advantage of available disclosure
exemptions available under FRS 102. Therefore, these financial statements do nat include:

¢ No disclosures in respect of the parent company's income, expense, net gains and net losses on

financial instruments-measured at amortised cost have been presented as equivalent disclosures
have been provided in réspect of the Group as a whole;
@ Nodisclosures have been given for the aggregate remuneration of the key management personnel

of the parent company as their remuneration is included in the totals for the Group as a whole

In addition, and In accordance with FRS 102 further disclosure exemptions have been adopted because
equivalent disclosures are included in the consolidated financial statements of Samarkand Group plc. These
financial statements do not include certain disclosures in respect of:

e. therequirements of Section-4 Statement of Financial Position paragraph 4.12{a)(iv});
e. the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d);

e the requirements of Section 11 Financial Instruments paragraphs 11.41 (b), 11.41 (c), 11.41 (e},
11.41 (f), 11.42, 11.44 0 11.45, 11.47, 11.48(a)(iii), 11.48(a)(iv), 11.48{b) and 11.48( c);

o the requirements of Section 12 Other Financlal Instruments paragraphs 12.26 to 12:27, 12.29(a),
12.29(b) and 12.29A;

»#"  the requirements of Section 33 Related Party Disclosures paragraph 33.7.

The preparation- of financial statements.in compliance with FRS:102 requires the use of certain critical
accounting estimates. It also requires Group management to exercise.judgement in applying the Group's
accounting policies. The areas where significant judgements and estimates have been made in prepanng
the financial statements and their effect are disclosed in note 3.

2. Accounting policies
Financial instruments

Financial instruments are recognised in the Company's balance sheet- when the Company becomes party
to the contractual provisions of the instrument. Financlal assets and liabilities are offset, with the net
amounts presented In the financial statements, when there is a legally enforceable right to set off the
recognised amounts and there is an intention to settle on a net-basis or to realise the asset and settle the
liability simultaneously.

Basic flnanclal.assets

Baslc financial assets, which comprise of debtors, are initially measured &t transaction. price Including
_ transaction costs and are subsequently carried at amortised cost using the effective interest method unléss

the arrangement constitutes a financing transaction, where the transaction Is measured at the present
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'SAMARKAND GROUP PLC
NOTES FORMING PART OF THE COMPANY FINANCIAL STATEMENTS (CONTINUED).
FOR THE YEAR ENDED 31 MARCH 2021

value of the future receipts discounted at a market rate of interest. Financial assets classified as receivable
within one year are not amortised.

Basic financial liabilities

Basic financial liabilities, including trade creditors and bank loans, loans from feliow Group companies.are
Initially recognised at transaction price unless the arrangement constitutes a financing transaction, where
the debt instrument is measured at the present value of the'future receipts discounted at a:-market rate of
interest. Financial liabilities.classified as payable within one.year are: not:amortised.

Debt instruments are subsequently carried at-amortised cost, using the-effective interest rate method.
Foreign currency translation
{a) Functional and presentation curréncy

- Items-included. in the financial statements. are measured using the currency of the primary economic
‘envirohment-in which the entity operates {'the functional currericy’).

(b} Transactions and balances

.Foreign currency. transactions are translated into the Company's functional currenty using the exchange
rates prevalhng at the dates of the transactions. Foreign exchange: gains and losses fesulting from the.
. settlement of such: transactsons and from the translation at period-end- exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in profit or loss. Foreign exchange gains

and losses that relate to borrowings and cash and cash-equivalents-are presented in-profit or. loss within
'finance income or costs": All other foreign exchange gains and losses are presented in'profit or loss within

‘other operating income or éxpense'. ' '

. - Critical accounting estimates and judgements '

‘The  preparation.of financial statements under FRS 102 requires the Company to make estimates and
-assumptions that affect the application of polucnes and reported amounts. Estumates and judgements are
continually evaluated and are based on historical experience and other factors' including expectations of
future events.that are believed to be reasonable under the circumstances. Actual results may differ from
‘these estimates. The ‘estimatés and assumptions which have signlﬂcam nsk of causing a material
adjustment to the. carrying amount- of -assets and liabilities within the next financial year are discussed
below:

Impairment of Investments

‘Determining whether there are indicators.of impairment of investments In subsidiaries. Factors taken into
consideration in reaching such a decision include the value in‘use and:the fair value less costs to sell. See
note 4'for the net carrying amount of the investment in subsidiaries.
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SAMARKAND GRCUP PLC

NOTES FORMING PART OF THE COMPANY FINANCIAL STATEMENTS {CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

4. investment in subsidiaries.

Investment in subsidiaries

31 March
2021

£
353,400

The Company’s Investments are not impaired. Further details of the Company’s subsidiaries are contained

Innote S.

5. Subsidiaries

Details of the Group’s subsidiaries as at 31 March 2021 are as/follows:

Compary’

samarkand Holdings
Limited

Forever Young
International Limited
Samarkand Global
‘Limited

‘New Silk Road Brand
Management Limited
immergruen Limited
Samarkand Global
(Beljing) Limited

Shanghai Samarkand
Technology Service
Co., iLtd

Samarkand Global
Hong Kong Limited

Shanghal EastWest
Network Technology
Co., Ltd

*. held indirectly

Couritry of
reglistration of
incorporation
England & Wales

England & Wales
England & Wales
England & Wales
England & Wales

People’s Republic
of China

People’s Republic

of China

Hong Kong (SAR),
China

People’s Republic
of China

Reglstered office

Unit 13& 14 Nelson Trading

Estate, The Path, Merton,

London, SW19 380

As above
As above
As above

As above

‘Room 107 No.701, 7* Floor,

Building 1 Westend, No. 100
Bafizhuang, Chaoyang District,
Beljing ’
Room 20S, No.438 Pudian.
Road, China {Shanghai) Pilot
Free Trade Zone

Suite 1113A, 11/F, Ocean
Centre, Harbour City, 5
Cantan Road, Tsim Sha Tsui,
Kowloon, Hong Kong.

Room 2021, Building 2, No,
181 Songyu Road, Tinglin
Town, Jinshan District,
Shanghai
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Principal activity

Holding company

UK & European
distribution
eCommerce provider

Inactive

UK distribution
Administrative

Administrative

Sale of goods Into
Hong Kong'

Technology licensing

Percentage of
ordinary
shares held

100%

100%*

100%*

100%*

100%*
100%*

100%*

100%°

100%"*




SAMARKAND GROUP PLC

NOTES FORMING PART OF THE COMPANY FINANCIAL STATEMENTS {CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021

6. Other receivables and prepayments.

2021
£
Prepayments 157,178
Other receivables 116,928
Total other receivables and prepayments 274,106

7. Trade and other payables
31 March
2021
£
Trade payables: 170,605
A‘ccfu'a'IS' _ 100,396
Total trade and other payables 271,001

8. Borrowings

31 March
2021
£
Fixed rate secured loans 1,176,304

On 26 july 2019, Samarkand Holdings executed a Convertible Loan Note Instrument for up to £1,500,000 Fixed Rate loan
Notes 2022 and, on 20 February 2020, Samarkand Holdings executed a Supplementary Deed of Varlation increasing the
amounit of the Notes to £1,850,000 — the ‘Fixed Rate Secured Loan Notes 2023'. The maturity date on which the principal
amount Is due to be redeemed Is 26 July 2023, or, if earlier, the date on which the Notes are redeemed or converted. The
redemption value is the par value of such Notes. interest is fixed at 5% per annum.

On 24 Septémber 2020, Saimarkand Holdings executed a Non-convertible Loan Note instrument for up to £1,146,299.50
fixed rate secured loan notes 2025. The maturity date on which the principal amount is due to be redeemed is 24 September
2025, or, if earlier, the date on which the Notes are redeemed. The redemption value is the par value of such Notes. Interest
is fixed at 5% per annum,

The Notes are secured by way of: 1} a debgmure from Samarkand H‘old‘i_ngs' in favour of Global Smollan HeldIngs (“Smolian®)
dated 26 July 2019; and il) a deed of priority amangst Samarkand Holdings, Smollan and HSBC Bank pic.

On the 16 February 2021, as part the reorganisation of the Grqup, prior to the admission, the Convertible Loan Note
Instrument and Non-convertible Loan Note Instruments were transferred to Samarkand Group plc.

immediately prior to the admission, on ﬂmg 22 March 2021, £1.1m of the Convertible Loan Note Instrument was converted
in to Shares in Samarkand Group plc equal to 90% of the IPO price. This equated to 967,539 Ordinary Shares in the Company.
A further £1m was repaid in cash.
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NOTES FORMING PART OF THE COMPANY FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2021 -

9. Share Capital
The following table summarises the share capital of Samarkand Group plc for_the periods presented:

‘Number of Share
shares capital
_ "No. £

Issued share capital in Samarkand Holdings Ltd at :
31 March 2020 - 1,767 1,767
-Sub-division of shares (@) 174,933 =
At:31 March 2020 176,700 1,767
Exchanged for shares in Samarkand Group plc (b) 35,340,000 353,400
Share issued on.incorporation 1 -
Shares issued on 22 March 2021 16,278,965 162,790
At 31 March 2021 51,618,966 516,130

10. Director’s remuneration

-Details-of Directors' and-key management 'rém'(_mgrgt_iqh,"ih;luding;'that' of the. hi"g"hé's_,t: pald plfe‘_ct{:r,
are. set out in note 8 to the consolidated financial statements and -on.page 33:in.the Corporate
-Governance Report.

11. Post balance sheet events

On 10 May 2021, the Group announced a placing of 2,737,840 new ordinary shares at a price of
115pence r’ai;ing £3,148,516 from United Win Asia Limited as part-of a strategic investment to further
develop the Group's International expansion and technology.

12. Ultimate parent undertaking and controlling party
As at 31 March.2021; Sammiarkand Group pi¢ did not have any.one identifiable controlling party.
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