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SAMARKAND GROUP PLC

STRATEGIC REPORT (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2022 -

FY22 Financial hlghllghts

Revenue excludmg exceptional revenues increased by 11. 9% to £16.6m (2021: £14.8m), and over
the two-year period increased by 142% (2020: £6.8m)

e Nomad Technology revenue increased 17.6% to £7.5m (2021: £6 4m)

e Brand Ownership revenues increased 28.2% to £4.5m (2021: £3.5m) ’

e Distribution revenues decreased by 8.0% to £4.5m (2021: £4.8m)

“Gross margin, excluding exceptional revenue, decreased from 62% to 50%

Adjusted EBITDA loss increased to £6.2m* (2021: £0.4m)

Operating loss after taxation increased to £7.7m (2021: profit £0.4m)

" FY22 Strategic and operational highlights:

_ Completed the acquisition of Zita West Products Limited in May 2021 and Napiers the Herballst in

November 2021

Accelerated growth of Zita West proposition through dpgraded eCommerce capabilities, expanded
presence in high end retail channels and leveraged group technology platform to enable direct to '
consumer sales in China :

Upgraded Napiers store and online customer experience and expanded: Naplers branded premrum
natural skm care range .

Expanded distribution for Probio7 in speciality retail channels and launched new product vanant
AB21 backed by cllmcal study demonstratlng improved recovery from long COVID

Launched WeChat integration for our Nomad Checkout solution, greatly sumpllfymg the shopper

) exberience. Formed partnership with leading global Io'gistics»platform FedEx .

Signed 10 new merchants to our DTC checkout solution and leveraged partnershlps wnth Iogrstlcs
companies to grow our pipeline of new merchant opportunities

Strengthened China distribution capabilities by building expertise in fastgrdwing live streaming
commerce platform Douyin {Tik Tok China) and opened new routes to consumer

Secured 5 new specialist prestige beauty and weliness brands for our cross-border eCommerce
acceleration services including The Organic Pharmacy and ilapothecary ’



SAMARKAND GROUP PLC

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2022 -

Post period end highlights:

e Strong start to the year with revenue in Q1 FY23 increasir'rg‘by 24% vs prior year despite extended
lockdowns in mainland China. Strong performance’in June shopping festival generati‘ng' 34%
growth in'revenue-over the same period in prior year resulting in an EBITDA and net prqﬁt for the
month ) :

e Adjusted EBITDA losses improved by £0.6m reduced from £1.1m loss in Q1 FY22 to £0.5m in Q1
FY23, as a result of cost actions taken in Q4 FY22 and improved operational efficiency’

. Won multiple industry awards including Queens Award for international trade and Shanghai Cross-
Border eCommerce Association: Outstanding Cross-Border Trade Enterprise Award

e Secured agreement in principle from major existing strategic shareholder to increase investment
in the Group ‘

* EBITDA and Adjusted EBITDA are non-GAAP measures.used to represent the trading performance and results of the Group. EBITDA is

defined as profit or loss before tax adjusted for finance income and expense, depreciation and amortisation. Adjusted EBITDA excludes
‘those items the Grodp considers to be non-recurring or material in nature that may distort an understanding of financial performance or
" impair comparability. : : '
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‘Achievements

Despite the challenges of the last year the Group is delighted to have been granted a number of national
and international honours, recogmsmg its excellence in eCommerce. Receiving these accolades is
testament to our agile, entrepreneunal and dedicated global team at Samarkand.

The Queen’s Award for Enterprise: International Trade 2022

In 2022 Samarkand was recognised with a distinguished Queen’s Award for Enterprise, in
acknowledgement of its outstanding contribution to International Trade. Now in its 56th year, the -
Queen'’s Awards for Enterprise are the most respected business awards for UK businesses. Her Majesty
the Queen has personally approved the Prime Minister’s recommendation that Samarkand be awarded
the prestigious Queen'’s Award for Enterprise, for demonstrating outstanding success in lnternatlonal
trade.

“We are honoured to have been awarded an accolade as prestigious as the Queen"s Award, especially in
light of the signiﬁcant barriers we have had to navigate over the past couple of years in the face of the

_ pandemic. We are proud of all we have achieved and to be'recognised in such a way demonstrates the
potential of our solutions and the market in which we operate. The Award validates our position as
leaders in cross-border eCommerce solutions for the Chinese market, the largest in the world-and is an
incredible achievement for our Group.” - David Hampstead, CEO

2021 AQSE Company of the Year Award

The AQSE Company of the Year Award recognises an outstanding company quoted on the AQSE Growth
‘Market. Samarkand was selected from a pool of outstanding companies and participants in the small and
micro-cap community (sub £200m market capitalisation) across various categories. -As one of only two
regulated equity exchanges in_the UK, AQSE champions entrepreneurship, investment, and innovation.
Samarkand is proud to have listed on AQSE to have been named Company of the Year.

3

Shanghai Cross-border eCommerce Assocuatlon (SCEA) Outstanding Cross-border Trade Enterprlse
Award :

Samarkand is honoured to have been granted the SCEA Outstanding Cross-border Trade Enterprise Award
(IR FHBEEEH 5 4w \). Granted by the Shanghai Cross-Border eCommerce Association every four years,
with winners evaluated by well-known Chinese institutions and experts, the award highlights the

outstanding performance of the Group and its significant contribution to promoting the development of
local cross-border eCommerce. Samarkand has been awarded this honour for the period 2018-2021.

Youzan: Trusted Supplier of the Year Award

Samarkand’s Forever Young Store is honoured to have been awarded “Frusted Supplier of the Year” by
Youzan (the largest provider of WeChat stores in China with over. 300 million consumers). The award
recognises our impressive sales across our beauty brand partners such as MZ Skin and TEMPLESPA while
also acknowledging our honesty, transparency, and reliability as a Youzan partner. Trust remains a key issue
‘for Chinese .consumers when shopping online, thus at Samarkand we strive to set the gold standard for
quality and reliability, and we're delighted to have that ambition recognised.
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MARKET OVERVIEW
Major disruptions due to COVID and regulation

Significant disruptions related to COVID in China began in late 2021 and continued to escalate with widely
reported shutdowns in many Chinese ‘cities. Shanghai, where the Group’s base of operations is located,

" and where the Group's largest number and highest spending customeérs are located, was in a near-total
Iockdo.v‘vn for two months. A further 73 of the top 100 cities experienced lockdowns since the start of 2022,
severely impacting logistics. Analysts at Nomura estimated that in April 2022 Chinese cities representing
40% of GDP were in full or partial lockdown. In addition, shipping from overseas locations was suspended
or severely delayed by parcel disinfection and quarantine procedures throughout this period. The dynamic
zero COVID policy which has controlled infection rates is likely to continue for some time to come, with .
lockdowns being implemented at short notice as new variants and cases spike in different parts of the
country : i

This year also saw the enactment of new regulations for eCommerce and livestream commerce which has
grown rapidly to become a significant part of the industry. The new regulations seek to improve the
standards and consumer protection in this growing sector and are a positive development, however the
implementation of these measures has caused short term disruption to eCommerce activities. The removal
of several high-profile live streamers from the industry resulted in planned activities with these channels
being postponed or cancelled but the market has adapted, and alternatives used in their place.

The Chinese eCommerce market, despite the many challenges, is still expected to achieve growth of 9.1%
in 2022, returning to double digit growth in 2023 by which time it will exceed $3trn of retail sales. Whilst
this is the lowest annual growth rate since 2008 it is an increaseon an already huge base and is equivalent
_to an additional $240bn spend in 2022 vs 2021*. There are other well-reported headwinds that may present
future challenges at a macro-economic and industry level in China and Chinese eCommerce.

Cross-Border eCommerce growing globally

Despite the widely reported supply chain issues impacting international trade currently, global cross-
border eCommierce is projected to grow from $765bn in 2021 to over $5trn by 20302 - The industry went
through a périod of accelerated growth during the pandemic as more shoppers moved online and
discovered new brands and ways to shop internationally. Cross-border eCommerce is flourishing as the
barriers that have traditionally made it difficult for merchants and disappoinfing for consumers start to
dissipate. This is thanks to technology and is driven further by younger, technology savvy .and brand
discerning consumers. The last few years have seen the emergence of highly valued technology providers -
" and significant M&A activity in this space. These companies have solved many of the complexities for cross-
border shopping for consumers in the Western world. China represents the single largest market with a
unique set of complexities which our software and services solve, positioning us well in this rapidly -
developing market. Chinese authorities continue to support the growth and development of cross border
eCommerce by expanding free trade zones and adding new categories of product to the apbroved list.

! https://www.insiderintelligence. com/content/chma -ecommerce-forecast- 2022
2 https://www.polarismarketresearch.com/industry-analysis/cross-border-b2c-e-commerce-market
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STRATEGY & BUSINESS MODEL

Our strategy is built upon three complimentary activities. Nomad technology, distribution and brand
ownership. '

Nomad Technology

- Our technology continues to evolve in features and in scope. Over the past year we have added additional
customs port integrations as well as support for more logistics partners.and with the launch of our weChat -
mini-program checkout it is now easier than ever for new merchants to install and onboard our technology.
The adoption of our tecﬁnology by both large and small enterprises, whilst still at an early stage, is
testamént to the value that our technology can bringito all merchants looking to address the world’s largest
eCommerce market. '

Case study: Nomad Checkout

Over the past decade, the development of the Cross-Border eCommerce (CBEC) industry in China has

provided international brands with an invaluable route to this expanding market, circumventing complex

and expensive product registration requirements — not least animal testing. Access has depended on

working with partners to launch stores on third party platforms such as Tmall Global. As the market

fragments across a wider number of platforms, and as more Chinese and_lnternational brands enter the

market, this route to market can be a challenge for profitability. Typically, International merchants have

not catered to Mainland Chinese consumers through their global eCommerce sités deterring this vital

group from shopping directly with merchants overseas. Using Samarkand’s expertise in eCommerce

technology and our extensive networks in the Chinese eCommerce ecosystem, our Nomad Checkout -
solution provides a simple, easily controlled, scalable, and profitable-from-day-one route to market. At a

time of restricted international travel and an uncertain global economic outlook, we are confident our’
innovative and-unique DTC eCommerce solution is more relevant than ever before for merchants and

consumers alike. Nomad Checkout overcomes all common barriers which a Chinese consumer faces in

trying to shop on international eCommerce sites in a no-code app.

Barriers to China DTC Nomad Checkout Solution

| Slow site speed:’ ‘ F Enhanced site performance — optimised loading

i ' . | speed and localised language

! Lack. of localised: payment methods: ) | Localised payments such as Alipay and WeChat

! . B | Pay

! Expensive and.unreliable logistics. : _ | Trusted, rapid logistics with SF Express and FedEx
. ‘ Un-cleared:taxes-and:duties | seamless customs clearance — taxes and duties

; . v ‘ T calculated upfront. No nasty surprises for the

i , .~} consumer.
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In the past 18 months our client list has grown to include major players in beauty eCommerce including
Lookfantastic, FVShop.com (the online store for China's leading international luxury outlet mall, Florentia
Village), StrawberryNet, and niche prestige beauty brands such as Royal Fern Skincare, ignae and Klytia
Paris. Our merchants have variously seen signiﬁt_ant benefits: ' ‘

- Parcel failure rate fall from c.30% to < 1%

- + Conversion rates among Chinese consumers 20x vs before lmp|ementat|on

- Average Order Value up to 2.5x vs home market consumers '
- China traffic uplift up to 2.5x vs before implementation

Currently available as a direct API integration or a simple Shopify plugin, future developments include
scheduled integrations with Salesforce and Magento. Major client launches (signed but not live) in the
next six months include Vegamour and more merchants in North America, Europe, and APAC. -

Notably, the Group’s Nomad Checkout WeChat mini- program went-live in May 2022 - giving Chinese
consumers the option to Checkout usmg one of the most well-known, convenient and trusted payment
optlons in China - WeChat Pay.

Technology Enabled eCommerce Acceleration

Our ability to service Chinese consumers shopping on marketplaces such as Tmall and DTC channels such
as WecChat is powered by our Nomad Storefront and Nomad Distribution solutions. Working closely with
our clients, our UK based brand managers are experts in Chinese eCommerce whilst also understanding
the requirements of International brands. This year we have added support for one of the fastest growing
channels, Douyin, allowing us to address a new audience of consumers.

Brand Ownership

The Group owns four brands in the beauty and wellness sector which have performed well since acquisition
and have been less affected by the disruptions in China due to their domestic sales mix and demand in
markets outside China. The group porffolio brings together unique but complimentary brands providing ’
operating and cost synergies. The brands themselves are each squarely positioned within growing global
trends namely digestive health; reproductive health and natural health & beauty. A

The focus of the Group is to develop the current portfolio by growing sales in existing domestic markets
and accelerating sales in key export markets, primarily but not exclusively China. Zita West our reproductive

" . health brand is generating a healthy level of organic sales from the US which is another high-potential

market.

Distribution

The Group has well-established distribution channels that have been developed over the course of the
business. Whilst these are a lower strategic priority, they have proven to be tactically valuable during the
. period of most significant logistics disruption. By leveraging these distribution channels it has allowed the
Group to trade whilst direct-to-consumer parcel fulfilment remains challenging.
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Case study: Brand Ownership — Zita West Products

As part of the Group’s “buy in the West, build in the East” strategy, the Group.completed the acquisition
of Zita West Products Limited in May 2021, along with a majority interest in its sister brand Babawest '
Limited. Zita West Products is a highly specialised collection of premium supplements that focus purely
on fertility, reproduction and pregnancy. It is the most complete collection of specialist suppfements
available in the UK focused on female and male reproductive health and the issues underlying it.

Working with the Zita West and Baba West brands together has significant synergies for both the UK and
China markets. The Group extended the Probio7 range into both brands in 2022 and opened a single
combined Tmall store in 2021. We believe brand assets in the health and wellness sectors have the
highest growth potential when incorporated into the UK and international distribution and eCommerce
channels already developed by the Group. :

Background

Leading fertility and pregnancy expert Zita West is a practising midwife, acupuncturist, nutritional advisor-
and bestselling author with over 30 years' experience. In 1992 the Zita West brand was established, and -
in 2001 Zita founded the Zita West Clinicin London's Marylebone - the City's most famous holistic fertility
clinic which combines cutting edge medical science with complementary therapies, helping couples
_conceive naturally and through IVF. ' ’

The brand’s speciality isa holistic approach focusing on mind, body and spirit. Zita West Products is UK's.
Nol specialist brand of premlum vutamms & mineral and food supplements for fertility, pregnancy and
postnatal.

Zita West Products has helped thousands of women conceive, many as a last resort. This pioneering
approach to fertility, combining the natural with the medical, has cemented Zita as the recognised
leading fertility expert in Europe, and the go to fertility consultant to celebrities and royalty alike.

Everything about Zita West Products holds a 5-star mark

When Zita West Products was created over 20 years ago its mission was to help as many people through
their fertility journey as possible. This remains its core goal and the brand prides itself on delivering the
best customer experience and service. Since the Group acquired Zita West Products over 3000
consumers have taken part in our “Getting Pregnant” seminars which inform and support people on their
fertility Journey R

Everythmg about Zita West Products holds a 5-star mark: people hospltallty, knowledge skills, empathy,
quahty and success rate. .

ZW highlights

e 30+ Years Experience

e Zita West Clinic — top success rate
e Premium Supplements

e 5 Star Reviews
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ZW performance:

Since its acquisition, the.Group has grown the brands revenue by 43% £1.1m to £1.6m for the year
ending 31 March 2022. The growth in revenue is attributed to 11% in its core market UK and the ROW
with 32% into China. Gross margin for the brand is 69%. In the first quarter of FY23 net sales for Zita West

grew 129%vs the same period last year. ;

Revenue .
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Chairperson Statement

| am immensely pleased wiﬁh the resilient mindset and agility in which our employees have responded to
the most challenging environment the Group has experienced since incorporation in 2016. We have
navigated the business through unprecedented external market forces, in particular the zero tolerance
- approach to COVID in mainland China which has generated a high degree of disruption in our operations
across the Group. ' ’

The business has responded well to the unexpected challenging situations facing us and responded quickly

to the changing marketplace in which it operates while continuing to make strategic progress in light of

external volatility. By shifting focus and improving efficiency in its operations the Group has been able to

make great strides in its mission to enable brands and merchants sell direct to Chinese consumers and to '
. provide better choice of high-quality international product to Chinese consumers.

Despite the challenging year, there are improving prospects within the Chinese market and we can look to
the future with renewed optimism. The Group has demonstrated its resilience and adaptability this year
and this is testimony to the hard work and commitment of everyone at Samarkand. | would like to take this '
opportunity to thank them all for their contribution and dedication. Co

Financial Results

The Group delivered revenues of £16.6m (2021: £14.8m excluding exceptional revenues). These results
reflect the well covered disruption experienced during the year, with revenues in China increasing by 4%
to £11.6m. | am confident the Group has taken apbropriate measures to protect the company from
future dtsruptlon and to enable it to continue progressing towards its goals, including engaging with
existing strategic shareholders who are keen to increase their investment in the Group.

The focus on profitable growth will continue in the year to come.
People

The Samarkand team has responded well to the challenges of the year and demonstrated their ability to
deal with disruption on many fronts. { would like to give a special mention to our colleagues in China who
spent long periods of time isolated at home during the China lockdowns, but were able to continue to'
operate and serve our clients in the most difficult of circumstances.

Board and Governance

Our board which.was established at the time of the IPO isAoper'ating well, bringing a breadth of experience
to the Group. Sustainability, Remuneration, Nomination and Audit committees have been established and
| would like to thank my fellow directors for thenr service and erxlblhty in the last year in which their
guidance has been invaluable.

Summary and Outlook

Despite these disruptions, the underlying trends on which the Group was founded endure - Chinese
consumers’ appetite for international brands and international merchants’ desire to make their brands
- available to Chinese consumers. The eCommerce sector in which the Group operates remains vibrant
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globally and China is the world's largest eCommerce market, accounting for 50% of all ermmerce sales in
the world and an even bigger share of the growth?.

The recently acquired Zita West and Napiers performed strongly in the year and the Group is excited about
their future potential. Qur portfolio of prémium health and wellness brands, including Probio7, is well
posmoned on key trends such as digestive health, fertlllty and natural herbal products, and as UK focused
brands they are less dependent on the China market for future growth

The Group is fortunate to work with a range of premium, independent beauty, health and wellness brands,
~ as their China partner, ‘enabling their growth and deveiopment in the China market. Strengthening our
expertfse‘in new and emerging eCommerce channels such as Douyin (TikTok in China) has given the Group
the opportunity to further develop our clients brands in the fast-moving China eCommerce market.

Our China Checkout solution gained traction in the year in the form of partnerships with large enterprise
and SME merchants and Iogistics' providers such as FedEx and our shareholder SF Expreés Enabling
international merchants to make China part of their DTC strategy is a significant opportunity for.the Group
and we see strong growth potential as many brands prioritise their DTC strategies.

The year ahead holds many exciting opportunities for the Group linked to the continued growth of
~ eCommerce, the increasing importance of the direct-to- -consumer busmess model as well as the positive
trends dnvmg the health,-wellness and beauty sectors.

The last year has prepared us to navigate accordingly to the unexpected and. the Group has demonstrated
resilience, agility and ﬂex1b|I|ty in the face of a challenging env1ronment and is well placed to continue to
make progress.

| —T;m‘”—, C Doéae

"Tanith Dodge

Chairperson
2 September 2022

.

3 https://www. mmdenntellugence com/content/global- historic-first- ecommerce-chlna wnII account more-than--
-50-of-retail-sales
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" CEO REVIEW

In-our first full year as a public company we have adapted to the rapidly changing environment which we
encountered in the second half of the year. The well documented disruptions in China as well as the
subsequent widespread logistics and operatib‘nal challenges resulted in reduced revenue performance and
increased losses.in the Iast ﬁnancnal year. - '

‘As conditions deterlorated we quickly re-calibrated the business, which has resulted in a stronger fi first
" quarter of the current financial year, despite it being a period of peak disruption. Our first quarter revenue
increased 24% on the previous year and adjusted EBITDA loss significantly reduced from £1.1m to £0.5m,
" demonstrating the work completed towards the end .of the financial year has led to significant
improvements in our margins and reduction in overheads. The month of June 2022 was profitable on an
EBITDA and net profit basis. We expect conditions to remain volatile for the remainder of this calendar
year and the disruptions to logistics networks to continue during this time yet are corifident we have taken
the right action to prepare the business to be able to navigate any future volatility and to capitalise on the
opportunities it presents. In this period, our owned brands which are less exposed to China, have.
performed well and our China DTC technology solution has generated strong interest from the market.

Market environment

The second and third order effects of the pandemic will likely reverberate for years to come, changing
many industries, and few will be affected as much as eCommerce and cross-border trade. Whilst this has
" created short-term challenges, it also generates mid to long-term opportunities for us to exploit.

China has contained the. spread of COVID-19 using widespread lockdowns across many of its major cities.
The implementation of comprehensive COVID prevention measures at the borders has meant infection
rates have remained low but has also had knock-on effect on logistics, with customer orders being delayed
or undeliverable. We anticipate that the normal operation of logistics routes will return in due course but
in the short-term this has presented the single largest challenge to our business. Where we can, we have
changed the Way we service our customers in China by moving more of our fulfilment to bonded
warehouses in mainfand China which have fewer restrictions and have been impacted less by the COVID
_measures. However, this has impacted the roli-out of our Nomad Checkout solution which relies on
efficient logistics from overseas markets. During this time, we have been able to lean on our well
establlshed B28 distribution networks which has aIIowed us to trade comparatlvely well '

Desplte this disruption the secular trends for e-commerce, cross border e-commerce and the growth in
direct-to-consumer business models and the investment brands are making.in their direct-to-consumer

operations remain highly positive and are encouraging for the Group. In addition our portfolio of specialist,
" premium health and wellness brands are well positioned against major consumer trends of digestive/gut,
fertility and natural herbal health and beauty. :

Strategic Progress

Heading into FY22 the Company was experiencing triple digit growth in line with our expectations and
during the first half of the year, investing the funds raised at IPO accordingly to provide the capacity needed
to meet expected further growth. This investment was both in our underlying technology as well as
additional personnel and logistics in China. As conditions deteriorated and the extent of the secondary lock
downs in Chlna took hold, the Board took the decision to puII back on many of the China associated costs
and thereby manage exposure and risk. Although this lead to reduced headcount it is still at a higher level

11
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than it was at the time of our IPO. As conditions continue to normalise, these investments can return. Qur
investment,in technology, which will continue to drive our anticipated growth, continged throughout.

, Crucially, despite the challenging backdrop, the Group continued to make considerable strategic progress
during the year.

We completed two acqunsmons both of which are performing ahead of expectatlons The first, which
completed in May 2021 was Zita West Products, a UK nutritional supplement brand provudlng specialist
consumer products and information for fertility, pregnancy and post-natal needs. The product range has
been developed over the past 20 years by Zita West herself, a world-renowned IVF and fertility specialist.

- The Zita West product range taps into the trend of increasingly popular fertility products and is well
positioned on a global mega trend. The business was bought for £2.8 million and since acquisition, we have
relaunched the business’ eCommerce channels domestically and internationally, including China. In the.
first full year since the acquisition of Zita West Products, revenue increased 43% vs prior year with strong
and improving metrics in customer acquisition, lifetime value and retention. in the first quarter of FY23 net
sales for Zita West grew 129% vs the same period last year.

The second acquisition in "November 2021 was for the natural health and beauty brand Napiers the
Herbalists, an iconic Scottish herbalist brand which is performing well as we improve the customer
experience online and in store and enhance the product range. and WI“ be entering the Chinese market,
where we see great potential, this financial year

Our eCommerce acceleration capabilities improved in the year as we added new channels and routes to -
the consumer to our market development playbook: Douyin live streaming commerce is a highlight in this
area and we now support many brands in capitalising on this emerging commerce channel. This helped us
attract new brands and improve the margins we generate in distributing brands via China eCommerce.
With our acceleration capabilities and checkout technology we are able to operate as an end to end market
development for brands and merchants seeking controlled profitable growth in China. -

Our China checkout solution made good progress in the year, securing our first proof of value-merchant
contracts and building a healthy pipeline of Enterprise and SME prospect merchants. Our partnerships with
logistics companles began to generate merchant referrals, re-enforcing our belief that partnershlps wath
logistics, payment and commerce platforms will be critical to the scaling of our solution.

’ Market Dynamics

We operate' in the most dynamic and innovative eCommerce market in the world which evolves at

- breakneck speed. Platferms and channels that are popular today barely existed a few years ago. The
platforms that will be popular tomorrow are not even conceived of yet and new consumer trends and
tastes are yet to emerge. Chinese consumers will continue to value international products, prioritise price .
and authenticity and increase the variety of brands they consider. Convenience and trust play an important
role in purchasing decision making and that will only increase over time and become more important for
younger consumers. ' :

.The dominance of a relatively small number of eCommerce marketpléces in China is being disrupted by
new regulations and changing consumer behaviours which we believe will have a positive impact on us and
the adoption of our solutions as well as our ability to develop new routes to consumer for our brands.

Our technology' has the potential to give Chinese consumers access to a much wider selection of
international brands and products, at a lower cost and with comparable convenience. We have now formed
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. partnerships and completed technology integrations with threé of the leading logistics companies who are
at the front line of eCommerce logistics and see the value our solutions can bring to their clients.

" Outlook statement

We have made a great deal of progress in dealing with the ever—éhanging Chinese market, and whilst we
anticipate the next 9-12 months to remain operationally challenging, we are confident that the measures
we have taken this year will allow us to capitalise on the increasing scale of opportunities we see ahead of
us. ' : '

The partnerships we have formed with leading logistics companies are starting to deliver a pipeline of new
clients. The quarantine measures imposed on overseas parcels-entering China has frustrated the launch of
several projects however the situation is starting to improve, and the quarantine period has been reduced
from 7-10 days to 24 hours making this route viable once again.

We have significantly raised our profile within the cross-border eCommerce industry this year through an -
active campaign across social media, particularly Linkedin. This has been supported by the awards we have
won this year including The Queens Award for Enterprise in the International Trade category and the
Shanghai Cross-Border eCommerce Association Outstanding Enterprise Award.

The cost reduction and efficiency improvement actions taken in response to the disruption and the
strategic progress we have made during FY22 put us in a good position to capitalise on the underlying
posiﬁve trends in our service lines and markets as disruption eases. While future volatility cannot be ruled
out, Ql-FY23 performance demonstrates the resilience and adaptability of the Group and our acquisitions
have reduced our dependency on the China market.

At 31 March 2022, cash and cash equivalents was £4.0m and net current assets of £5.7m. Since closing of
FY22 we have taken steps to improve our cash position, with increased investment from existing
shareholders-agreed in principle and encouraging ongoing dialogue with potentlal new strateglc investors.

Qb=

. David Hampstead

CHief Executive Officer
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Our People

“Our 2022 Queen’s Award achievement is testament to the resilience, determination and hard work
that everyone involved at Samarkand has demonstrated. Thank you to our global team for your
continued,contribution to the business.” - David Hampstead, CEO '

Since 2016 Samarkand has grown and evolved significantly. We are proud of the diverse and skilled team
" we have built across our international offi ices. As a dynamic and fast-paced business, we encourage
autonomous working while also provndmg our talent with the tools they need to grow with us.

Most recently the Group has provided a bespoke Management Deve|opment Training Programme
tailored to our international teams. This Institute of Leadership and Management qualification is
internationally recognized by The City and Guilds of London Institute. We are pleased to have offered this
continuous development opportunity to both our Shanghai and London teams and will be evaluating the .
success of this initial 'program. We hope to extend the opportunity to more of our team in future.

To address the global shift to increasingly virtual and flexible working environments the Group has
introduced a regular, in house live virtual sharing forum — SMK TV. These 30-60 min sessions are open to
our workforce across all levels and locations and offer social, informative and well-being related content.
In FY22 we held 22 sessions. We were particularly pleased to welcome The Museum of Happiness —a
London-based not-for profit social enterprise which shares the art and science of sustainable happiness
with individuals, communities, schools and organisations. MOH delivered an interacti\_/e and truly

- informative session on mental health and self-care to our team. These live sessions seek to continue to
foster a sense of community and bring teams together virtually. Group Directors have all participated in
this initiative and we encourage every employee to take part.

Francesca Gambrell, General Manager Zita West Products Limited

Francesca started her career in marketing at Ladbrokes plc before joining QuickThink Media as their
Commercial Manager, and later Director of Client Services leading accounts such as Macmillan Cancer
Support. As General Manager for Zita West Francesca’s focus over the last year has been to ensure that' -
Zita West Products Limited has the infrastructure in place to be a global brand. She has worked with the
Group to utilise Samarkand’s existing distribution network and Nomad Checkout solution to do just that.

Since joining the Zita West team she has championed progress to ensure that customers can easily find
the right products for them, wherever they may be in their fertility journey, and enhanced the brand’s
offering of clear guidance, education and support.

“l have two young children and many of my friends have encountered fertility struggles. It i§ a joy to work
for Zita West and know we are making a dlfference there is no greater job satisfaction than a customer
Jetting us know they' ve Fnally got that positive pregnancy test!”"
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Man Wei Huang, Lead Software Engineer (Nomad Checkout)

‘Man Wei has been with Samarkand for more than 3 years and is a cross-functional team player in the
Group’s te;h team. Fluent in Mandarin and English, she holds a MSc in Computer Science from UCL and
has previous experience in tech start-up environments. ‘

In addition to Nomad Checkout, she participates in a variety of tech projects to enable DTC for Group
clients. As a full-stack web developer, she focuses on overcoming the unique and complex technical
challenges in cross-border eCommerce with both UK and China development teams. Having had
experience in building products from scratch, she contributes to developing innovative products in the
rapid'vly changing global market. A : - :

“CBEC is challenging but interesting at the same time. Samarkand keeps working on innovation and
creating new opportunities which are always exciting to me. Additionally, they offer the maximum
freedom for employeés to contribute to projects. It is great working with teams to create values in
creative ways.” ' _ : : '

Diversity and inclusion

GENDER NATIONALITY ETHNICITY
' ' , ' NON. NON
LEVEL  MALE FEMALE ND |BRIT/DUAL BRIT ND|BAME BAME  ND
BOARD 4 2 - 5 1 - 0o 6 -
sM 7 5 1| - 4 9 -| 9 4 -
WF ‘ - . 4 :
TOTAL 59 97 1] 47 104 6| 90 50 17
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Principal Risks and Uncertainties.

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

Risk

Description

Mitigation

Disruptions to
supply chains

Global supply chains have been broadly and
severely impacted due to COVID, increasing fuel
prices and other macro-economic events. This
may increase the costs for moving goods and
fulfilling consumer orders.

Specific disruptions relating to COVID lockdowns
in China include parcel quarantine procedures
which significantly delay the delivery of overseas
parcels.

Continued disruption because of the UK leaving
the EU make the European market more difficult
to service and also causes delays and additional
cost and complexity for the importation of
goods into the UK.

The Group has formed strong

’ _logistics partnerships which
- has insulated the Group from

some of the effects of price
rises.

To mitigate the restrictions
on.overseas parcels entering
China, a switch in business
model was required to focus .
more heévily on distribution
sales and increase the use of

‘bonded warehouses within

China.

Geopolitical issues

Geopolitical tensions have and could continue to
occur between the Group’s primary market and
other countries which may have adverse impacts
on trade of goods from those countries.

Consumers may also form negative sentiments
towards products or brands from countries or
regions due to social, political or other reasons
outside of the Group’s control.

The increased interest in domestic brands has
gained traction in some categori'és but as
anticipated has not extended to the main
sectors in which the Group operates.

Revenue from markets
outside China and from the
Group’s own brand portfolio -
has increased and wilibe a
continued focus. Clients from
countries outside of Europe
and US have been won and a
pipeliné of clients from Asia
has been prioritised including
South Korea and Japan. '

There is a continued focus on
unique, high efficacy and
quality products within the
Group’s client and own
brands to mitigate against
domestically produced
brands. ‘
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Risk

Mitigation

China a policy of zero COVID has been and
will continue to be in effect the foreseeable
future. The specific risks associated with
COVID, the.emergence of new variants
pafticularly in China continues to pose
significant risks across a number of areas
including but not limited to: .

e Overseas parcel quarantine
fulfilment restrictions

e Group employees being locked down

‘ or unable to travel o

e Lockdown of ports, airports and
warehouse causing goods to expire
or reduce the ability to enter the
market’ ) '

e Suppliers whose products or _
components are produced in China

~being unable to supply goods

e Increase costs and delays in freight
and transportation '

e Potential or existing clients deciding
to deprioritise or retreat from the
Chinese market due to these’
challenges )

Description
Structural The Chinese eCommerce market and The Group maintains relationships with
and associated industries has and'may continue | relevant trade bodies and customs ‘
regulatory to face new regulations that disrupt the " authorities within China. '
changesin Group’s activities. o .
the » The Group works with a wide range of
eCommerce ‘Livestream commerce, which the Group uses | influencers of varying reach to avoid
harket in for a significant amount of its salgs, isa exposure to any single influencer.
China relatively new form of eCommerce and as ) ’
. such is likely to be further regulated as it As new channels emerge the Group
i L { evaluates the commercial and strategic
grows in significance.. )
i - importance of each and depioys
The market is also very dynamic with new resources in line with that assessment.
channels and platforms rising and falling ' :
from relevance quickly which may impact the
Group’s strategy and sales.
Impact of COVID-19 whilst less of a concern now in the | Many changes have been necessary to
COVID-19 West than it has been in previous.years, in adapt to the risks imposed by COVID-19

from staff safety and business
continuity to how the Group services is
clients and forecasts its business.

The inability to ship parcels from
overseas in a timely manner has
necessitated placing more inventory
within China. At times however there
have been simultaneous shutdowns of
those warehouses which significantly
reduced the Groub’s ability to service
customers. The long-established B2B

distribution network the Group has

built has been used more extensively -
during this time to allow the Group to
satisfy demand through other means.

The two-month lockdown in Shanghai
meant the office there was inaccessible
throughout. Remote working practices
were quickly adopted but-this has
presented significant challenges.
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Risk

Description Mitigation
The Group is The nature of the Group’s business is to The Group has continued to invest
engaged in create technology-based solutions to solve ahead of revenue on key strategic
creating new the challenges of new industry with little or projects where it sees long-term
“technology ' no p'r*ecedent.'There are few, if any, peersto - | future value but has adapted its
draw direct comparison with and many of cost base in response to a slower -

products

the problems being solved are being solved

* | for the first time or in new ways. These

solutions may not achieve the commercial

J| success anticipated in the timeframes

imagined. Competitors may create
competing technology and solutions with
more resources to capture market share.

The success of these solutions relies on China
being seen as an attractive market for
international brands and for Chinese
consumers to continue to be interested in

international brands and products.‘This may |

not be the case due to logistic, price,
geopolitical or macro-economic factors.

rate of adoption due to changes in
the market in which it operates.
Continued investment will be
made in these technologies and
solutions in line with the preva‘iling
level of risk and.demand for its
technology solutions.

Loss of a major
sales channel or .
client

Client contracts typically have annual sales
targets attached which may or may not be
met based on factors outside of the Groups
control such as stock availability, logistics or
delivery issues and disruptions caused by '

1-covip.

Channels and platforms that the Group sells

‘| on may reduce their activity or cease to trade

in the event of economic downturn.

The Group has been working
closely with clients and partners
throughout the periods of most
significant disruptions to ensure -
they are fully appraised of the
prevailing conditions in China.
Frequent demand planning and
reforecasting has been nécessary
to deal with the volatile market.

The Group has sought to develop a
wider base of channels including
more top-tier social selling
channels and emerging
marketplaces such as Douyin.

The ratio of revenue and gross
profit derived from portfolio of
owned brands has also been
increased.
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FINANCIAL REVIEW .
Overview

Group revenues excluding exceptional revenues for the year increased by 11.9% to £16.6m from £14.8m,
and over the-two-year period increased by 142% from £6.8m. Revenue growth in China was dampened by
. the disruptions caused by the continued impacts of the pandemic in China with revenués increasing by 4%
to £11.6m. Revenue growth in UK remained strong and was augmented by the new acquisitions in the year,
revenues increasing by 55% to £4.9m. A ' '

Revenues on our Nomad technology u;i 17.6% to £7.5m (2021: £6.4m), brand ownership revenues up 27%
to £4.5m {2021: £3.5m) and dlstrlbutlon revenues decreased by 7.5% to £4.5m (2021: £4.8m).

The Group’s gross margin excludlng exceptional revenues decreased to 50% from 62% in FY 2021 but has
improved from 48%-in FY 2020. Managing delays in shipment, restrictions in bonded warehouses and
availability of last mile delivéry has resulted in higher than usual write-off of ihventory and increases in
promotional activity as the group adapts to the changing market conditions.

Operating expenses

Selling and distribution expenses, e€xcluding exceptional revenues have increased to 42% (2021: 37%) of
revenue, as a result in the increase in social selling, with transaction fees paid to Key Opinion Leaders
(“KOLs") as well as an increase in marketmg mvestment in our own brands

Administrative expenses\ excluding exceptional revenues and costs, increased to 49% (2021: 30%) of

revenue as a result significant investment in its people, marketing and the. additional regulatory and

compliance costs as a result of being publicly listed. The group total head count as at 31 March 2022 was -
~158 (2021: 99). During the year the Group incurred a number of significant non-recurring costs which have

been shown as exceptional items in the financial statements. These items relate to acquisition related costs -

owing to the new brands acquired in May and November 2021, redundancy and restructuring costs as a

result of corrective actions taken in light of the challenges presented by the dlsruptlons and the cost of
o recompense for share option scheme as noted on page 28 '

Depreciation and amortlsatlon

The total deprecnat|on and amortisation costs were £0. 32m and £0.47m respectlvely (2021: £0.2m and
£0.3m). The Group continued to invest in its Nomad Technology platform with a total of £1.1m (2021.
£0.6m) development costs capitalised during the year.

Adjusted EBITDA -

Adjusted EBITDA means the non-GAAP measure whlch is defined.as Earnings Before Interest, Taxes

Depreciation, and Amortisation and exceptional items. It provides a useful measure of the underlying.
p_l’ofltablhty of the business and is used by management to evaluate the operating performance to make
financial, strategic and operating decisions and provides the underlying trends on a comparable basis year
on year. )
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Adjusted EBITDA losses increased to £6. 2m (2021 £0.4m), after deduction £0. 3m in restructuring costs
and £0.3m for the recompense for share optlons as described on page 28. The i increase in losses reflects
deeper investments made this year in our technology platform, in marketing our own brands and
increasing our client service, fulfilment and operational'capabilitieé. Furthermore, the dampened revenue
- growth in China due to the continued impacts of the pandemic has resulted in the increases in losses this
year.

Mar~§2 .Mar-21"

Operation (loss)/profit | . (7,677,082) 630,504

* Depreciation and amortisation , ‘ S 786,639 | 503,354
Share-based payment | : | : - 26,914
Repayment of share optioﬁ plan : v 306,579 : -

" Acquisition and réstructdring cost§ ’ A ‘ 347,615 v 44,945
(PO Listing Fees A ' - - 415,229
Exé:eptio(nal Reveﬂues Contract (net proﬁt) : . E - (2,039,'621) .

" . Adjusted EBITDA ' | ' (6,236,249)  (418,675)

Earnings per share

Basic and diluted loss per share w;is 14 pence per share (2021: earnings 1.13 pence per share). '

Net cash »

o S - Mar22 Mar-21
Cash and cash equivaler;ts : 4,049,_118 . 14,606,867
Right-of-use lease liabilities (720353) (972,994)
Borrowings » ‘ ' (1,452,12?') l (2,082,538) .
Net cash , , . " . 1,876,638 - 11,551,335

" At thé year end, the Group’s net cash position was £1.9m (2021: £11.6m), excluding the IFRS 16 lease -
liabi’lities, net cash was £2.6m (2021: £12.5m). The Group’s investment in technology, and increasing its
client service, fulfilment and operationa! capabilities coupled with dampened revenue growth caused by

“the continued impacts of the pandemic in China resulted in negative operating cash flow of £7.7m {2021:
£0.9m). The Group acquired Zita West Products, Baba West and Napiers the Herbalists _ddring the year,
together with the continued investment into its technology platform resulted in cash outflow from
investing activities of £5m (2021: £0.6m). In May 2021, the Group received £3m from strétegic investor
together with the repayment of borrowings and lease liabilities, the net cash from Fnancmg activities was
£2.2m (2021: £14.1m).

Fmancmg costs of £0. 17m (2021: £0.4m) comprlsed of interest expenses of £0.1m (2021: £0. 3m)
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ENGAGING WITH OUR STAKEHOLDERS

The Board recognises that Samarkand has a number of stakeholders, mcludmg shareholders, customers,
employees and suppliers. o

. Section 172 statement

The Board of Dnrectors ln line with thelr 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 so have regard to a ran'ge of matters when making decisions
for the long term. Key decisions and matters that are of strateglc importance to the Company- are
appropriately informed by s172 factors.

Section 172 of the Companles Act 2006 requires Directors to take into conS|derat|on 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 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. This included
an investor roadshow in February 2022. '

The Board and Executive

Management Team -

maintains strong ' _
relationships with investors - | Our first AGM was held on 7 September 2021 and our next will be held

and supports apen channels | on 29 September 2022. This will provide an opportunity for shareholders
of communication. 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 up;)n 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 newsletters and
quarterly townhalls. We continually strive to maintain open
communication and encourage coilaboration from all our employees
throdgh shared learning sessions. Refer to Our People section on
page 14 for more details. ' ‘

Our Customers and Brand
partners

Communication with our
customers and brand partners
is fundamental to
understanding how we can
continue to add value 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 dedicatéd accounts
management team. Through regular meetings 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 and logistics partners across a number of
geographical locations. Throughout the year we have worked closely
with our key suppliers and logistics partners to manage the
continued disruptions as a result of COVID-19 and Brexit. We have
also had to assist our key suppliers in Europe transition post Brexit. It
isimportant that we continue to communicate with our suppliers and
adapt to ensure the high quality’of our products and services are

| maintained.

On behalf of the Board

David Hampstead

" Chief Executive Officer '
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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 experie

1

nce of each of the Directors

23,

"Tanith-Dodge David Simon Gregory Jeanette - Keith Higgins
(61) Hampstead | Smiley (41) | Philip Smiley | Hern (54) | (59)
) (43) Co-founder, | (52)
Independent Co- Chief Non- Independent
Non-Executive | founder, Operating Executive Executive Non-
Chairperson Chief Officer Director Director Executive
: Executive Director
Officer
Tanith is an David Simon Philip joined | Jeanette Keith has 20-
International began his started his . | the Group has [ years of
Business careerasa | careerasa Plc Board of | considerabl { eCommerce
Leader working | software store Directorsin | e | experience
as a member of | engineer at A managemen | January experience | with two of
senior | large blue- | ttraineein 2022 as an in the largest
executive chip firms 2004 with Executive He | internation | consumer
teams and such as Rank PLCin | joined al finance goods
providing a Hewlett London. . ' Samarkand having companies
commercial . Packard Later Simon | from Kantar, | joined in the world.
approach to and | co-founded - | the world’s . | Smollanas | From 2000
the business - | Vodafone . QuickThink leading data, | Global CFO | to 2010,
and people before Media with insights and | in March, Keith held
agenda and has | moving to David consulting 2015. senior
over 35 years a mobile Hampstead. 'group where | Jeanette positions at
of experience technology Post he was has played | Proctor &
working as an start-up ‘QuickThink’s | Global CEO akey role Gambie -
HR Director leading a exit to of the inthe - (“P&G”) as
across a broad | team of Gaming Consulting | geographic | Innovation.
sector of engineers Realms PLC, | Division. expansion Centre &
‘International building Simon ~With 30 of the eCommerce
businesses. Her | software became the 4years of Group, Director
previous for mobile | group’s corporate managing (2000-2006)
positions phone Chief experience the | and then as
| included Group } companies | Marketing in a wide successful eCommerce
'HR Director across Officer variety of -integration | and
Bicester Village | EMEA and - | planning and | business of achired | Pharmacy
Collection, Asia. In executing leadership | businesses, | Channel
member of the | 2008 David large roles, Phil as Director
Management established | consumer brings broad | Smollan’s (2000-2010).



SAMARKAND GROUP PLC

CORPORATE GOVERNANCE REPORT
FOR THE YEAR ENDED 31 MARCH 2022

Committee and
-Group HRD at
Marks and
Spencer Group
PLC and at WH
| Smiths PLC.
Tanith has held
senior HR roles
at
Intercontinenta
| Hotels,
Diageo, -
Prudential PLC
and Allied
Domecq.

 Her current .
Board
experience
includes Acting
Chairperson
and Senior
Independent
Director, Chair
of '

'| Remuneration
Committee,
Chair of
Organisational
Health
Committee and

. member of
Audit
Committee and
Nominations
Committee at
Robert Walters
PLC: In ,
addition, she is
a member of
the Advisory
Council for
Price
Waterhouse
Coopers
responsible for
‘advising - '

QuickThink

Media and

Bejig.Ltd.

‘Both

businesses
were
subseduen
tly -
combined
and floated

‘| on the
| London

AIM
Market as
Gaming
Realms pic

(GMR:LSE)

where he
served as
Chief
Technology
Officer. In
2016 he

founded

Samarkand
Global with

| the vision

to make
the world’s
largest
erm_merc
e market
more
accessible
to
internation
al brands.

acquisition
campaigns.
Simon holds
an MA

(hons) in

economic
and social
history:

"executive

and
commercial
expeﬁeace
as well as
retail and
consumer
industry
expertise to
the Group.
Accustomed
to.operating
globally, he
has led
Kantar
group
businesses
in .
international
markets
having spent
8 years in
Asia,
including 4

“in China.

Philip
started his
career in the
retail
industry.

He focuses
on overall
strategy and
corporate
developmen
t, the
growth of
Samarkand's
strategic

-partnerships

to accelerate

 , the

distribution
of our

technology -

and services

footprint
grew from

22to59 ..

countries
across the
world.

Prior to
joining

-Smollan,

Jeanette
was a
partner at
Grant
Thornton
for 26
years,

| becoming

the

-youngest

partner
and second
female
partner.
Promoted
to Deputy .

CEO during’

her tenure,
her. .
position
allowed
her to
successfull-
y champion
transforma
tion.

Sheis a
qualified
Chartered
Accountant
— CA(SA)
anda
member of
the South
African
Institute of

In 2010,
Keith moved
to Unilever
to become
Vice

'President
| eCommerce

and Channel
Dévelopmen
t, becoming
Senior Vice
President of
eCommerce
in 2012 and
Executive
Vice
President

| eCommerce

in 2013. In

' 2010, after

10 years
heading up

"Unilever’s

global
eCommerce
strategy he
was .
promoted to .
a C-level role
as Chief
Customer
Developmen
t Officer.

Keith’s
experience .
across two
decades at
P&G and
Unilever
brings a
unigue level
of insight,
understandi
ng and
network in
the global
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eCommerce

internal in global Chartered
business markets. ‘Actountant industry to
leaders on a s (SAICA). the board -
range of :
subjects. She
has also been a
director of
Regents Inns
Plc and.Busy
Bees Plc and is
aformer
Trustee of Kids
Out and former
board member
of CIPD. : }
External External External External External = | External
‘Appointments | Appointme | Appointmen “Appointmen | Appointme | Appointmen
nts ts : ts nts - ts
Robert Walters '
PLC None ‘| Tamacre None ‘| Global None
‘Limited | Smollan
Member of the Holdings,
‘ + Advisory subsidiarie
Council at s and
Pricewaterhous associates
eCoopers '

Senior Managers .

In addition to the Board of directors, the Group employs the followmg Senior- Managers:

Eva Hang — Chief Financial Officer and Compahy 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 operational objectives of the business. Having spent two years in a fintech start-up in London,
Eva previously served as Groub 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 BScin Cornbuter Science 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 quallf”ed 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-Execu'tive Directors and three
Executive Directors. Short biographical details are set out on pages 23 to 25. .

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 2 outlines the key approach to driving the performance of the Group and
" promoting the long-term sustainabie growth of the company for all s.hareholders.

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

Audit and Risk Committee Report

" This report is intended to give an overview of the role and activities of the Audit and Risk Committee in
assisting the board to fulfil its oversight responsibilities in relation to risk management, the independence
and effectiveness of the external auditors and the integrity of the Group’s financial statements.

The Audit and Risk Committee comprises Jeanette Hern (the 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. -

The Audit and Risk Committee assists the Board in, amongst other matters, discharging its responsibilities
with regard to financial ‘repo'rting, 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 reviewing and ap'pr‘oving the annual report and accounts and the half-yearly reports
remains with the Board. ' ' ’

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

Specific actions taken by the committee since the last annual report include:

e A review of the interim accounts of the Group for the period ending 30 September 2021 and the
Statutory Accounts of the Group for the year ended 31 Ma’rch' 2022

e Areviéw of the findings of the auditors arising out of the auditor for the Group for the year ended 31
Marc 2022 : ' o ‘

e Areview of the disclosures in the Chairman’s Statement, Chief Executive’s Review and Strategic Report,
to ensure that the performance and risks of the Group are adequately described and reported

® Assess the performance and continuing independence of Crowe LLP as auditors of the Group

e Areview the Group's risk management framework ' '
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Priorities for the year ended 31 March 2023: -

e Continue to developand review the Group’s risk. management framework and systems
e Review the effectiveness of the Group’s internal controls

e Monitor the progress of any management actions recommended by Crowe LLP

Sustainability Committee Report
. )

This reporf is intended.to give an overview of the role and activities of the Sustainability Committee in

assisting the board to ensure that sustainability and its positive contribution to society isincorporatedin -.

all aspects of the Group’s development. The Committee has established a number of objectives and plans

to address its corporate social responsibility, reduce its carbon footprint and enhance our governance -

and risk management framework around our supply chain. The objectives and plans aim to build more

responsible, inclusive, and sustainable-practices across the Group. The Sustainability Committee

comprises Keith Higgins {the Chairperson), Tanith Dodge and Jeanette Hern. The Sustainability

Committee will meet formally twice per year at appropriate intervals and otherwise as required.

In the course of the previous year the com‘mittee conducted a review of March 2021 Company prospectus
as well as peer and stakeholder benchmarks with respect to sustainability. This purpose of this review was
to align sustainability ambitions with overall Company strategy and to embed relevant ESG matters into
our culture, practices and product offering so that we can contribute to a just and clean world in wh|ch
future generations can flourish.

fn FY22 the committee aligned itself on key messaging and a flexible preliminary roadmap. Core émbitibns.
and strategy identified by the committee in this period include underpinning of approach by two pillars
with a number of United Nations Sustainable Development Goals under each.

Pillar Key Ambition
P‘I,anetlwell‘%beiri’g; | carbon neutrality -
People WeII bemg Drive equity, inclusion and diversity

v e T

Specific actions taken by the committee since the last annual report 'incvlude:

e Engaged provider, Yayzy Llimited, to conduct Company .carbon neutrality assessment and
calculation with ultimate ambition of obtaining carbon neutrality certification

e Became a signatory of the Tech Talent Charter and a member of Tech UK -

e Became a signatory of The Women’s Empowerment Principles (WEPs)

e Undertook improved baseline data collection processes

In this, our first full year as a publicly listed company, the Sustaina'bility Committee has sought to Iéy the
basic foundations for sound ESG ambitions across the business, in line with the bandwidth of the Company
at present. Samarkand Group Plc is cognisant of the responsibility which it has towards its stakeholders
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(including its people, its customers, partners and suppliers and the planet itself} and to this end has begun
to set out an internal roadmap to act in the interest of and benefit our planet and people. ‘

Remuneration and' Nomination Committee Report

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.

The membership of the Remuneration and Nomination Committee comprises Tanith Dodge (the
Chairperson), Keith Higgins and Jeanette Hern. The Remuneration Committee will meet formally twice a
year and otherwise as required. '

‘Specific actions taken by the committee since the last annual report include:
e Approval of the share repayment to David Hampstead and Simon Smiley as noted below
e Appointment of Executive Director Philip Smiley :
e Review and approve the structure of the Bonus Scheme prepared by experienced remuneration
consuitants : ’
Details of Directors’ remuneration are disclosed below.

Directors’ Emoluments

Directors’ emoluments for the year were as follows:

2022 ’ 2021

" . Name Fees/Basic Bonus (1) Pension Total Fees/Basic Bonus Pension Total
~ 'salary : Salary :
[Executive Directors __— . _ '
David Hampstead "118,0002 135,000V 3,.362 256,362 67,025 - 1,085 68,111
Simon Smiley 118,0001% - 135,00019 3,422 258,422 67,025 . - 1,085 68,111
" Philip Smiley 27,2319 27,231

Non-executive

Directors ) . .

Tanith Dodge . 50000 . - * - 50,000 14,232 - - 14,232
Keith Higgins 25,000 - .- 25,000 - - - -
Jeanette Hern , - - - - - - - -

- 338,231 . 270,000 6,784 615,015 148,282 - 2,170 150,454

(1) Recompense of Share option plan

in September 2020, when the Group repaid the initial seed loan to Iceland Foods, Simon Smiley and David
Hampstead personally, from their own funds, acquired 26,500 shares in Samarkand Holdings, the then
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holding company of the group, from Iceland Foods and from an existing shareholder, for a total sum of
£174,000. The shares were acquired for the purposes of satisfying the Employee Share Option
Scheme which were granted to key employees of the Group. Typically, this would have been satisfied by
new shares issued by the Company, however this was instead effected in a manner that did not dilute the
existing shareholders. ‘

The board and the remuneration committee have agreed to repay Simon Smiley and David Hampstead
the cost of these shares, by way of a one-off bonus payment. The total amount of the bonus would be ‘
£270,000 which represents the total cash paid grossed up for national insurance and income tax. This
would result in Simon Smiley and David Hampstead being in a net nil position after tax. As a result of the
Employee Share Option Scheme, 10% of the Company’s shares at 31 March 2021 were

held by employees (outside the founders). with an additional 2% option holders yet to exercise.

(2) Salary Reduction

In light of the disruptions in China and the widespread logistic and operational challenges resulting in
reduced revenue performance and increased losses, the Executive Directors decided to take a 20%
reduction in their base salaries for at least 6 months from the 1 March 2022.

Bonus Scheme

During the year, the Remuneratlon and Nomination Committee has developed a Bonus Scheme. The
Executive Directors participate in the Bonus Scheme under which they are entitled to a maximum of
350% of their salary. The Bonus Scheme are based on the achievement of pre-set Group Financial and
Non-Financial Performance Targets. The performance targets for the financial year ending 31 March 2022
have been set by the Remuneration and Nomination Committee, it considers that the targets will support
the business strategy and the Scheme to be an important element of the performance related pay for the
Executive Directors.

To align the executives’ interests with those of shareholders, and manage cash costs, at a minimum, 80%
of the bonus payable is deferred into Company Share Awards in the form of nil cost options. The deferred
bonus award will vest at the end of a 3-year period from the date of grant. 4
- For the financial year ending 31 March 2022, the bonus pay out were subject to the assessment of
performance against financial (70%) and non-financial measures (30%). The financial measures set by the
Committee were based on revenue and gross margin targets, the non-financial measures were in relation
~ toour international expansion, the acquisitions of complementary brands and signing of enterprise
“merchants for our Nomad Checkout product. As noted in the Chairperson and CEO statements above, the
performance of the Group was impacted by the well documented disruptions in China as well as the
subsequent widespread logistics and operational challenges which resulted in reduced revenue
performance and increased losses.-The Committee recognises the strong contribution by the Executive
Directors in their ability to rapidly adapt to the challenging environment, notwithstanding this the
Committee and the Executive Directors were in full agreement that although the non-financial measures
were met, that it would not be appropriate at this time to pay a bonus. As such rno bonuses will be paid to
the Executive Directors in respect to the year ending 31 March 2022.
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Director's Interests
As at 31 March 2022 the Directors of the Company held the folldwing number of shares:” -

Number of Ordinary % of the issued share

. - Shares . capital

David Hampstead® . 77910951 - 1533%
Simon Smiley® © 17,205,793 14.13% R

| Phil Smiley . 735,577 : 1.34%

Keith Higgins - 52,174 0.10%

Tanith Dodge S 43478 . 0.08%

Jeanette Hern : ‘ S . 0.00%

(1) 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

David AHampstead, Simon Smiley and the Group entered 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'Share's to satisfy the outstanding options granted to employees pursuant to the Option Exchanges
subject to a maximum of 992,000 Ordinary Shares. o

Warrants

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

.. Number of _
Dateof . Ordinary Exercise = Vesting
' N Grant . Shares _ Price period
Tanith Dodge ' 12/03/2021 43478 115p 5 years
Keith Higgins . 12/03/2021 21739 115p 5 years
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The QCA Corporate Governance Code

The Directors recognise importance of sound corporate governance principles being embedded into the
operations of the Group. The Group has adopted the Quoted Companies Alliance Corparate 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

shareholders

promote long-term value for

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 22.

2: Seek to understand and

expectations

meet shareholder needs and

| 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 21 to 22.

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

The Group’s stakeholders include shareholders, employees, 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. Further infqrmation can be found in |
Our Stakeholders section on pages 21 to 22. ’

4: Embed effective risk
rhar’xagement, 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 16 to 18. v

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

The Board consists of the three Non-Executive directors and three
Executive Directors (including the Chief Executive Officer and Chief
Operating Officer). The Directors’ "biographies, together with their
respective Board Committee memberships, are set out on pages 23 to
25. ’

Directors’ conflict of interest

The'Compa'ny 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. - . _ ' '
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.QCA Code Principle

What we do and why

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 contams
the necessary mix and balance of experience, skills, personal qualmes 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

The Board has established the Ways of Working principles to provide for a
consistent approach for reporting and analysis by the Board. The Ways of

Working sets out clear objectives for the Board. During the first full year the
Board have adapted to feedback and changes to ensure it contmues it meets
its key objectives. A full review will be carried out each year :

8: Promote a corporate
culture that is'based on
ethical values and
behaviours

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-briber,y.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 responsibie for the management of the business of the Group,

‘establishing the policies 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. During the year the board met a total of 12 times.

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 communicates with shareholders
through the Annual Report and Accounts, full-year and half-year
announcements, the Annual General Meeting (AGM) and one-to-one
meetings with large existing or-potentiai ‘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 2022. The Corporate Governance Statement set out on pages 26 to 32 forms part of this
Report.’ .

. Principal activities

. Y

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 prowde e-commerce technology solutions for brands and retailers
selling into China. :

These ﬁnéncial statements present the results of the Group for the year ended 31 March 2022.
Directors '

' The Company’s current directors are listed on pages 24 to 25, 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
David Hampstead
- Simon Smiley
Keith Higgins
Jeanette Hern ‘
Philip Smiley (appointed 4 January 2022)

Directors’ and Officers’ liability insurance

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

Results and dlwdends
The results for the year are set out on page 44. The Company will not be paying a dlwdend this year.
-Gomg concern

The Group and Company faced its most challenglng year to date, with external factors mcludmg the
widespread COVID lockdowns in China generating high levels of disruptions to the Group.

For the year ended 31 March 2022; the Groub reported a total comprehensive loss of £7.7m (2021: profit
£0.4m), shareholders’ equity of £10.8m (2021: 14.9m) and accumulated losses of £8.5m (2021: £0.9m).

‘The directors have considered the going toncern assumption as a significant judgement given historical
_trading and’ fundmg considerations requirements and have formed the conclusion that it is approprlate to
consider that the Group and Company will continue to operate in the foreseeable future.

The Group reacted quickly to disruption encountered in FY22, reducing staff and operational costs in Q4.
The benefits of these actions translated into reduced operating losses in Q1 FY23. Further operational cost
action will be implemented in the current financial year.
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The Group has received Fnancial commitment from an existing strategic shareholder in writing that it will
increase its investment in the Group to a level which will enable the Group to meet its obligations.The
combined effect of committed additional funding from a strategic shareholder, the realisation of cost
-actions taken in Q4 plus additional planned cost actions in the short term and improved tradmg outlook
based on Q1 FY23 results lead the Directors to conclude that the Group and Company will continue to’
operate for a period of at least 12 months from the date of approval of these financial statements. Whilst
the directors have concluded that the accounts should be prepared using the going concern basis of
accounting, these conditions give rise to a material uncertainty which may cast sngmflcant doubt on the
" group and Company s ablllty to continue as a going concern. -

Notice of meeting
This year’s Annual Generai Meeting will be held on Thdrsday; 29 September 2022.
A separate circular will be sent to shareholders and includes the folloWing:

— notice of meeting;
— Form of Proxy; and
~ details and information on the resolutions to be proposed.

Crowe U.K. LLP have expressed their willingness to continue in office and a resolution to reappoint them
will be proposed at the Annual General Meeting'in accordance with Section 489 of the Companies Act 2006. .

Strategic report

The Strategic Report set out on pages 1 to 22 provides a fair review of the Grbup's business for the year
ended 31 March 2022. it also explains the objectives and strategy of the Group, its competitiori and the
markets in which it operates, the principal risks and uncertainties it faces, employee information, the
Group’s fmancnal position, key performance indicators and likely future deveIOpments of the business.

Key stakeholders
For our key stakeholders and employees please refer to Our Stakeholders éection on pages 21to '22.
Future development - '

Future developments are discussed in the Chalrperson Statement on page 9 and the CEO Review on page
11. Lo

Research and Development

The Nomad technology platform is the foundation on which the Group’s solutions are built. The three core
products, Nomad Storefront, Nomad Distribution and Nomad Checkout provide international brands with
a wide ra’nge.of options for the multi-faceted Chinese eCommerce industry. The Group continues to invest
in the development ofits technology platform. During the year the Group capitalised £1.1m (2021: £0.6m)
of development costs with a total of £2.3m in total capitalised development costs at 31 March 2022.

Post balance sheet events

e Secured agreement in principle from major strategic shareholder

e Payment of deferred consideration in relation to acqt:isition Napiers the Herbalists
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Substantial shareholdings

As at 31 August 2022, the following shareholders had notified the Company that they held an interest in
3% or more of its issued ordinary share capital:

Significant Shareholders e Shareholding - - Percentage of
‘ ‘ . issued shares

Global Smollan Holdings o ‘8,087,539 14.8%

David Hampstead ' = : 7,910,951 14.5%

Simon Smiley @ 7,295,793 13.3%

Thomas Gooding 5,463,111 | 10.0%

Schroders Investment Management , 4,347,826 7.9%

SF Express : ) o 2,737,840 5.0%

(1) 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 Ordmary Shares which is notlflable under English law.

Directors’ interests in the company are disclosed on page 30 of the Corporate Governance Report.

None of the Shareholders referred to in this paragraph has dlfferent votmg rights from any other
Shareholder in respect of any Ordinary Shares held by them.

Statement of directors’ responsibilities

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 statements for each financial year. Under that law
the Directors have elected to prepare the Group financial statements in accordance with UK-adopted
International Accountmg Standards 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 financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the Group and Company and of the profit or loss
of the Group for that period.

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

e Select suitable accounting policies and then apply them consistently; 4
" o Make judgements and accounting estimates that are reasonable and prudent;
e State whether they have been prepared‘in accordance with UK-adopted International Accounting
Standards, 'subject to any material departures disclosed and explained in the financial statements;
] and
e Prepare the financial statements on the going concern baS|s unless it is mapproprlate to presume .
that the Company will continue in business.
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The Directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company’s transactions and disclose with reasonable accuracy at any.time the financial position”
of the Company and enable them to ensure that the financial statements comply with the 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 irregularities. ...

Disclosure to abditors
" The Directors who held office at the date of approval of this Directors' report confirm the following:

e sofar as they are aware, there is no relevant audit information of which the Company’s auditor i is
unaware; and .

e each Director has taken all the steps that ought to have been taken as a Director to make
themselves aware of any relevant audit information and to establish that the Company’s audltor
is aware of that mformatlon

Website publication

- The Directors are responsible for ensuring the Annual Report and the 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 fmancnal statements, which may
vary from legislation 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 mtegrlty of
the financial statements contained therein. :

The Directors report‘ was apbroved on behalf of the Board on 2 September 2022 and signed on its behalf
by: :

David Hampstead .
Chief Executive Officer
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Opinion _ .
' We have audited the financial statements of Samarkand Group Plc (the “Parent Company”) and its
subsidiaries (the “Group”) for the year ended 31 March 2022, which comprise:

e the Group statement of comprehensive income for the year ended 31 March 2022;. '

e the Group and Parent Company Statement of Financial Position as at 31 March 2022;

e the Group and Parent Company statement of changes in equity for the year then ended;

e the Group and Parent statement of cash flows for the year then ended; and

e the notes to the f“nanmal statements, mcludmg a summary of S|gn|t"cant accounting policies.

The ﬁhancial reporting framework that has been applied in the preparation of the ﬁnancial statements is
applicable law and UK adopted International Accounting Standards. The financial reporting framework that
has been applied in the preparation of the Parent Company financial statements is applicable law and
United Kingddm Accounting Standards, including Financial Reporting Standard 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted Accountmg
Practice). : '

In our opinion:

e the financial statements give a true and fair view of the state of the Group’s and of the Parent
" Company's affairs as at 31 March 2022 and of the Group’s loss for the year then epded ’

e the group financial statements have been properly prepared in accordance with UK adopted
International Accounting Standards; .

e the Parent Company financial statements have been properly prepared in accordance with Unlted
Kingdom Generally Accepted Accounting Practice; and

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

Basis for opinion

We conducted our audit in accordance with International .Standards on Auditing (UK) '(ISAs (UK)) and
applicable faw. Our. responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are vindependent of the

Group in accordance with the ethical requirements that are relevant to our audit of the financial

statements in the UK, including the FRC's Ethical Standard as applied to listed entities, and we have fulfilled
our ‘other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Material uncertainty related to going concern

We draw attention to note 2a of the financial statements, which indicates that the Group made a loss of
£7.7m during the year ended 31 March 2022 and had a'net operating cash out flows of £7.7m for that year.
The Group’s operations depend on financial support from existing shareholders and continuing operatlons."
which generate positive cash flows, mdlcatlng the existence of a material uncertainty that may cast doubt
on the Group’s ability to continue asa going concern. Our oprnion is not modified in respect of this matter.
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N { . . .
The financial statements do not include the adjustments that would result if the Group is unable to
continue as a going concern.

Our responsibilities and the responsibilities of the directors with respect to gomg concern are described in
the re|evant sections of this report. : :

In auditing the financial statements, we have concluded that the director's use of the going concern basis
of accounting in the preparation of the financial statements is appropriate. Our evaluation of the directors’
assessment of the Group and the parent Company’s ability to continue to adopt the going concern basis of
accounting included. An explanation of how we evaluated management’s assessment and the key
observations arising with respect to the evaluation is detailed below.

We have obtained and reviewed the Board’s paper setting out the going concern assessment and examined
. supportlng working capital forecasts. Our audlt procedures were as follows:

o _ Tested accuracy of the models used by management in thenr assessment

. Challenged with management whether the assumptions are realistic, achievable and
consistent when compare to past performance and other forecast information used during
the audit;

. Discussed the going concern assumptlon with management and evaluated their assessment
of the Group and the parent Company s liquidity requirements; and

. Assessed the reasonableness of management s budget/forecasts, mcludmg comparison to
actual results achieved i in the year and the evaluation of downside sensitivities. :

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

Overview of our audit approach
Materiality

In planning and performmg our audit we applled the concept of materlaltty An item is considered matenal
if it could reasonably be expected to change the economic decisions of a user of the financial statements.
We used the concept of materlallty to both focus our testing and to evaluate the impact of misstatements
identified. o

Based ‘on our professional judgement, we determined overall materiality- for the Group financial

_statements as a whole to be £300,000 benchmark based on 5% of Group’s loss before tax. Materiality for
the Parent Company financial statements as a whole was set at £180,000 benchmark based on 4% of loss
before tax and exceptional item. X '

We use a different level of materiality (‘performance materiality’) to determine the extent of our testing
for the audit of the financial statements.. Performance materiality is set based on the audit materiality as
adjusted for the judgements made as to the entity risk and our evaluation of the specific risk of each audit.
. area having regard to the internal control environment. This is set at £ 210,000 for the Group and £ 126,000

for the Parent Company. ' '

i

Where considered appropriate performance materiality may be reduced to a lower level, such as, for
~ related party transactions and directors’ remuneration.
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We agreed with the Audit Committee ta report to it all identified errors in excess of £15,000. Errors below
that threshold would aIso be reported to it if, in our opinion as auditor, disclosure was required on
qualitative grounds.

‘Overview of the scope of our audit

Samarkand Group Plcis located in the United Kingdom. Our audit was conducted remotely. The operations '
of its subsidiaries, Samarkand Holdings Limited, Forever Young Ihte'rnat_ion'al Limited, Samarkand Global
Limited, Immergruen Limited and New Silk Road Brand Management Limited are located in the UK. The .
operations of its subsidiaries, Samarkand Global (Beijing) Limited, Shanghai Samarkand Technology:
Services Co. Limited, Shanghai 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 UK.

Key Audit Matters

‘Key audit.matters are those Amatters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current period 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 effect on: the overall audit strategy, the allocation of resources in the audit; add
directing the efforts of the engagement team. These matters were addressed in the context of our audit of
the financial statements as a whole, and in formmg our opinion thereon, and we do not provide a separate

. opinion on these matters. :

in addition to the material uncertainty.in relation to going concern section above, wevhave detemﬁned the
matters described below to be the key audit matters to be.communicated in our report. This is not a
complete list of all risks identified by our audit. '

Key audit matter How the scope of our audit addressed the key
' audit matter ' '

Revenue Recognition ’ ‘ " Our work focused on assessing that revenue

: ' . accounting policies were compliant with IFRS and .

Refer page 45, (Consolidated Statement of: . validating that revenue is recognised in

Comprehensive Income), pages 50 (Notes to the’
Consolidated Financial Statements — Note 3|
Accounting policies)

accordance with the accounting policies and that
cut off was correctly applied through testing.

Revenue is recognized in accordance with the
accounting policy set out in the financial
statements. : ’ )

We validated a sample of revenue items to
confirm revenue was being recognised in line
with IFRS ensuring the goods were delivered
o within the period. In addition; we have validated

We focus on the risk-of material misstatement in  samples of revenue items with cash received in
~ the recognition of revenue as a result of both fraud. - Bank accounts. ' ‘

and error, because revenue is material and is an '
’ .We have assessed the adequacy of the Group’s

“important determinant of the group’s profitability, disclosures related to revenue

which has a consequent impact on its share price
performance.

39



SAMARKAND GROUP PLC

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SAMARKAND GROUP PLC

.FOR THE YEAR ENDED 31 MARCH 2022

Carrying value of goodwill and other
intangible assets

Refer page 45, (Consolidated Statement of
Comprehensive Income), pages 50 {Notes to the
Consolidated Financial Statements — Note 3b
Accounting policies), Note 13, pages 71, {financial
disclosures). :

The carrying value of goodwill and other intangible
. assets at-31 March 2022 was £ 7 million.

The Group's intangible assets comprise of goodwill

arising on acquisition of subsidiaries, customer
“relationships and software developments.

When assessing the carrying value of goodwill a'nd
inténgiblé assets, management makes judgements
regarding the appropriate cash generating unit,
strategy, future trading and profftabili'ty and the
assumptions-underlying these. We. considered the

- risk that goodwill and/or other intangible assets
were impaired.

The key judgements are in relation to growth and
profitability. Chénges in these factors could result
in an impairment to the carrying value of the
goodwill and intangible assets.

We in- “to  the .
requirements set out in IAS 36,- management’s
assessment (using discounted cash flow models)
as to whether goodwill and/or other intangible
asseté were impaired. We reviewed, challenged
and considered manégement’s imbairment and
fair value models as appropriate and their key
estimates, including the di;count rate. We
reviewed the appropriateness and consistency of
the process for making such estimates. We have
also reviewed the . constitution of CGU’s

identified by the management.

evaluated, comparison

We obtained management’s discounted cash -
flow models supporting the intangible asset not
being impaired. We challenged the key
assumptions into the model, i-ncludir_\g the
forecast revenue and gross margin, discount -
rates and growth rates. We compared cash flow
forecasts used in the impairmént review to
historical performance and forecasts used in the
assessment of going concern, and challenged.
wheére forecasts indicated performance that
deviated significantly from historical
performance, in the absence of significant
changes in the business or market environment.

Discount rates and. growth
benchmarked to our knowledge of sector
performance, to evaluate the reasonableness of
these assumptions. Sensitivity analysis was
performed on the key assumptions such as
growth, margin and discount rates to identify
- those assumptioné _fo which the goodwill or .
intangible asset valuation was highly sensitive.

rates were
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Carrying Value.of Inventory : : S .

' . Our audit procedures'in this area included:
Refer page 45, (Consolidated Statement of
Comprehensive Income)}, pages 50 (Notes to the . . e
Consolidated Financial Statements — Note 3q operating location in the UK.

. Accounting policies), Note 16, pages 74, (financial ~ Assessing the cqmpliance of the grc_)up‘s
disclosures). . A accounting policies with IFRS.

- Assessing the inventory valuation processes
and practices. '
~ Validating the assessment made by
. management with respect to slow moving and
obsolete inventory. o . '

- Attending inventory counts at the group’s key

As at 31 March 2022 the value of inventory
amounted- to £3.7. million, representing
. 35.74% of current assets.

Inventories were considered to be a key‘ audit
matter due to the size of the'balance and because
the valuatioh of inventory held at the year-end
date involves judgement. There is a risk that some
inventory may not be adequately provided or
carried at the lower of cost.or net realisable value.

Our audit procedures in relation to these matters were designed in the context of our audit opinion as a
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. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. Our -
opinion on the financial -statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon. '

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparenf'mlaterial misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. -

We have nothing to report in this regard.
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Opinion on other matter prescribed by the Companies Act 2006

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

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 strategic report and the directors’ report have been prepared in accordance with applicable
Iegal requirements. :

Matters on which we are required to report by exception

In light of the knowledge and understanding of the Group and the Parent Company and their environment
obtained in the course of the audit, we have not identified material misstatements in the strategic report
or the directors’ report.

We have nothing to report in respei:t of the following matters where the Companies Act 2006 réqujres us
to report to you if, in our opinion: :

e adequate accounting records have not been kept by the Parent Company, or returns adequate for
our audit have not been received from branches not.visited by us; or
.e the Parent Company financial statements are not in agreement with the éccbunting records and -
returns; or A '
e certain disclosures of directors' remuneration specified by law are not made; or
" e we have not received all the information and explanations we require for our audit. .

Responsibilities of the directors for the financial statements

" As explained more fully in the directors’ responsibilities statement the directors are responsible for the
preparation of the financial stateménts and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary to enable the preparation of financial

-statements that are free from material mnsstatement whether due to fraud or error.
/

In preparing the financial statements, the directors are responsible for assessing the Group s and Parent
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate the Group
or the Parent Company or to cease operations, or have no realistic alternative but to do so.
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Auditor’s 'fesponsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
" free from material mi‘sstatement,’ whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonablé assurance is a high level of assurance, but is not a guarantee that an au_di't
conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements. :

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
irrégularities, including fraud. The extent to which our procedures are capable of detecting irregularities,

including fraud is detailed below however the primary responsibility for the preventlon and detection of
fraud lies with management and those charged with governance of the'company.

We obtained an understanding of the legal and regulatory frameworks within which the corhpany operates,
focusing on those laws and regulations that 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 identified the greatest risk of material impact on the financial statements from irregularities, including
fr'aud, to be the override of controls by m'anagement. Our audit procedures to réspond to these .risks
included enquiries of management about their own identification' and assessment of the risks of
irregularities, sample testing on the posting of journals and reviewing accounting estimates for biases.

Owing to the inherent Iirj'\itations of an audit, there is an unavoidable risk that wema_y 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 expected to detect non-compliance with all laws and regulations.

These inherent limitations are particularly significant in the case of misstatement resulting from fraud as
this may involve sophisticated schemes designed to avoid detection, including deliberate failure to record
transactions, collusion or the provision of mtentlonal mlsrepresentatlons

A further description of our responsibilities. for the audit of the financial statements is Iocated on the
Financial Reporting Council’s website at: www.frc.org. uk/aud|torsrespon5|blllt|es This descrlptlon forms
.part of our audltor s report.
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Use of our réport

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

‘ company and the company's members as a body, for our audit work, for this report, or for the opinions we
have formed. ' '

o

Leo Malkin (Senior Statutory Auditor)
for and on behalf of V )
Crowe U.K. LLP

Statutory Auditor B

London

2 September 2022
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Year ended Year ended
31 March " 31 March
2022 2021
, Notes £ £
Revenue . : 6 16,576,228 20,600,541
Cost of sales ' : .6 (8,226,260) (8,770,887)
Gross profit - 8,349,968 11,829,654
Selling and distribution expenses (7,056,415) (6,189,506)
Administrative expenses : B .8 (8,183,996) (4,506,290)
Adjusted EBITDA* (6,236,249) (418,675)
Share-based payment and related expenses 8 - (26,914)
Repayment of share option plan . 8 (306,579) -
Acquisition and restructuring costs 8 (347,615)  {(44,945).
IPO Listing Fees 8 - (415,229)
Exceptional profit - 2,039,621
EBITDA* (6,890,443) 1,133,858
Depreciation and amortisation ~ (786,639) " (503,354)
Operating (loss)/profit (7,677,082) 630,504
Finance income 86 115
Finance costs (171,455) (401,076)
(Loss)/incdme before taxation (7,848,451) 229,543
Taxation ' 12 141,499 177,514
(Loss)/income after taxation (7,706,952) 407,057
Other comprehensive income: :
Exchange differences on translation of forelgn operations (23,234) : (18,517)
items that may be reclassified to profit and loss in .
‘subsequent periods (23,234) (18,517)
Total comprehensive (loss)/income for the year (7,730,186) 388,540
" (Loss}/income attributable to: , :
~ Equity holders of the Company (7,617,081) 405,074
Non-controlling interests (89,871). 1,983
' (7,706,952) 407,057
(Loss)/earnings per share (basic and diluted) ' 11 (0.1399) 0.0113
Comprehensive (|‘oss)'/income attributable to:
Equity holders of the Company (7,640,315) 386,557
Non-controlling interests ’ (89,871) 1,983
' (7,730,186). 388,540

*EBITDA and Adjusted EBITDA are non-GAAP measures used to represent the trading performance and results of the Group. EBITDA is
defined as profit or loss before tax adjusted for finance income and expense, depreciation and amortisation. Adjusted EBITDA excludes
those items the Group considers to be non- recurrmg or material in nature that may distort an understandlng of financial performance or

impair comparablllty
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: 31 March. - ' 31 March
2022. 2021
Notes £ : £
ASSETS _ ; , v '
Intangible assets - ‘ ' : 13 © 7,011,236 . 1,462,981
"Property, plant and equipment . _ ’ 14 243,417 151,262
Right-of-use assets .15 608,635 840,607
Non-current assets . . 7,863,288 ) 2,454,850
Inventories . . o 16 - 3,720,248 1,857,239
Trade receivables - L ' 17 1,512,702 1,013,631
Corporation tax recoverable R : : 113,710 A 98,893
Other receivables and prepayments - .18 1,012,371 522,022
Cash and cash equivalents o ] 4,049,118 14,606,867
Current assets o » © - 10,408,149 18,098,652
Total assets ' R . 18,271,437 20,553,502
" EQUITY AND LIABILITIES . : . .. i
Share capital ‘ 19 - 547,148 - 516,190
Share premium S 21,022,958 17,412,900
Merger relief reserve ‘ 19 " (2,063,814) " (2,063,814)
Accumulated loss B » (8,546,753) - - "(929,672)
Currency translation reserve . 21 ‘ (31,501) (8,267)
. Total equity attributable to parent - 10,928,038 ' 14,927,337
g . Non-controlling interest . " "(89,871) : -
Total equity , .10,838,167 14,927,337
Right-of-use lease liabilities . 15 458352 - 720,353
Borrowings - : - 22 - . 1,390,035 . 1,372,964
Deferred tax liability - ’ : 370,590 - 67,576
Accrued liabilities S 512,441 . . -
_Total non-current liabilities 2,731,418 2,160,893
Trade and other payables ' _ 3,597,110 . 1,981,054
Accrued liabilities o : 566,266 472,807
Deferred revenue o . . 214,383 ‘ . 42,563
Borrowings : 22 62,092 709,574
Right-of-use lease liabilities 15 262,001 252,641
Refund liabilities _ o ' e . 6,633
Total current liabilities . B 4,701,852 3,465,272
Total liabilities - - 7,433,270 ' 5,626,165
Total liabilities and equity 18,271,437 © 20,553,502
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The financial statements were approved by the board of directors and authorised for issue on 2 September
2022 and are signed on its behalf by: ' :

David Hampstead

- Director

Company Registration No. 13127277
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Merger Currency .
Share . . Share relief Capital translation Accumulated loss . Non-controlling Total -
capital premium reserve  contribution reserve : C " interests ’ " equity
£ ! £ £ £ £ . £ £ . £
Balance at 1 April TooL4,787 - 28,764 266,072 (3,333) (3,342,203) . (32,168) - . ) (3,081,101)
2020 ' . ' . ‘ ’ .
Profit after taxation : - - - - . - 405,074 1,983 407,057
Other comprehensive . - - - R (18,517) . - . - (18,517)
loss .
Total comprehensive oo - - o - {18,517) : 405,074 . 1,983 388,540
income/(loss) for the . |
year : . . . -
Disposal of minority - - . - . - - . (12,891) 30,185 R 17,294
interests . : . . ] ) )
Transactions with B - R - - - - . (12,891) 30,185 17,294
owners i )
Group reconstruction . 351,633 - - {2,092,578) © (266,072) . 13,583 1,993,434 - . -
Shares issued on listing 147,804 . 15,852,283 - - - - - 16,000,087
net of transaction fees . . — ’ ) . .
Shares issued on 14,986 1,560,617 - - - . . - . - . 1,575,603
conversion of loans o . . : .
Share based payments - - - - - 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 -~ 516,190 17,412,900 . (2,063,814) . (8,267) (929,672) . 14,927,337
2021 N o . . . .
Profit after taxation - . S .- : - - (7,617,081) (89,871) {7,706,952)
Other comprehensive  * . - - - - (23,234) - . - . (23,234)
loss . ) o i ‘ - -
Total comprehensive - ] - ) - - (23,234) T (7617,081) (89,871) (7)730,186)
income/(loss) for the ' ’ :
year .
Shares issued on \ 27,378 3,113,638 - : - - - - 3,141,016
subscription . . . )
Shares issued on 3,580 496,420 - e - ’ - Co 500,000 _
acquisition i . )
— 30,958 . 3610058 - - - - - 3,641,016
Balance at 31 March 547,148 21,022,958 (2,063,814) ] - (31,501) (8,546,753) (89,871) : 10,838,167
2022 C .
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Cash flows from operating activities
Income/(loss) after taxation ‘
Cash flow from operations reconciliation:.
Depreciation and amortisation
interest expense
Finance income
Income tax credit

" Share based payment
Working capital adjustments:

" (Increase) in inventories -
(Increase) in trade and other receivables
Increase in trade and other payables
Cash generated from/(used) in operating activities
Taxes (paid)/received

Net cash generated from/(used in) operating activities

Cash flows from investing activities

Purchase of property, plant and equipmenf

Payment of intangible assets

Acquisition of subsidiary, net of cash acquired -
_ Disposal of subsidiary, net of cash sold . '

Finance income -

‘Net cash used in investing activities

Cash flows from financing activities
Proceeds from issue of shares, net of fees
Repayment of right-of-use lease liabilities
Proceeds from borrowings

Repayment of borrowings

Net cash from financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents — beginning of the year
Effects-of exchange rate changes on the balance of cash
held in foreign currencies = ’

Cash and cash equivalents - end of the year
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31 March 31 March
2022 ’ 2021
£ £
(7,706,952) 407,057
786,639.. 503,354
60,182 314,027
(86) (115) -
(141,499) (177,514)
- ' 26,914
(1,544,851) (562,046)
(780,763) (209,168)
1,258,687 482,589
(8,068,643) 785,098
20,803 69,883
(8,047,840) 854,981
(175,151) (71,238)
(1,228,096) (586,226)
(3,341,477) (9,125)
- 17,294
. 86 . 115
(4,744,638) (649,180)
3,141,016 16,000,087
(252,641) (283,424)
- 1,833,400 -
(630,411) (3,703,069)
2,257,964 13,846,994
(10,534,514) .14,052,795
14,606,867 - 572,586"
(23,235) (18,514)
4,049,118 14,606,867
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NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2022

(a)

General information

Samarkand Group plc was incorporated in England and Wales on 12 January 2021 as a public‘
company with limited liability under the Compames Act 2006. . '

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

The Conspli_dated 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 second year of consolidated financial statements of the Group foilowing the
reorganisation of the Group to facilitate the listing. The result 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 capital 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. -

Basis of preparation and measurement

Basis of preparation

The financial statements have been p_repared in accordance in accordahce' with UK-adopted
International Accounting Standards.

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

Transactions in foreign currencies are translated mto £ at the raté of exchange on the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the
exchange rate ruling at the reporting date. The resulting gain or loss is reflected in the “Consolidated
Statements of Comprehensive Income” within either “Finance income” or “Finance.costs”.

The fmanaal statements have been prepared under the hlstorlcal cost convention except for certain
financial instruments that have been measured at fair value.

The financial statements have been prepared on the going concern basis, which contetnplates the

continuity of normal business activity and the realisation of assets and the settlement of liabilities in -
the normal course of business. The directors of Samarkand Group plc have reviewed the Group’s

overall ‘position and outlook and are of the opinion that the Group is sufﬂaently well funded to be

able to operate as a going concern for at feast the next twelve months from the date of approval of
these financial statements. :

Going concern

The Gropp and the Company faced its most challenging year to date, with external factors including
the widespread COVID lockdowns in China generating high levels of disruptions to the Group.
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(b)

For the year ended 31 March 2022, the Group'reported a total comprehensive loss of £7.7m (2021:
profit £0.4m), shareholders’ equity of £10.8m (2021: 14. 9m) and accumulated losses of £8.5m (2021:
£0.9m).

. P )
The directors have considered the going concern assumption as a significant judgement given
historical trading and funding considerations requirements and have formed the conclusion that it is
appropriate to consider that the Group and Company will continue to operate in the foreseeable
future. : '

The Group reacted quickly to disruption encountered in FY22, reducing staff and operational costs in
Q4. The benefits of these actions translated into reduced operating losses in Q1 FY23. Further
operational cost action will be |mplemented in the current financial year. ’

The Group has received financial commltment from an existing strategic shareholder in wntmg that
it will increase its investment in the Group to a level which will enable the Group to meet its
obligations. The'’combined effect of committed additional funding from a strategic shareholder, the
realisation of cost actions taken in Q4 plus additional planned cost actions in the short term and
improved trading outlook based on Q1 FY23 results lead the Directors to conclude that the Group
and Company will continue to operate for a period of at least 12 months from the date of approval

- of these financial statements Whilst the directors have concluded that the accounts should be
_prepared using the going concern basis of accounting, these conditions give rise to a material
- uncertainty. which may cast significant doubt on the group and Company'’s ability to continue as a

going concern.

Basis of consolidation

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
plc 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 equity 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 éliminated unless cost cannot be recovered. Where necessary, adjustments are made
to the financial statements of subsndlarles to ensure consistency of accountlng policies with those of .
the Group.

The total comprehensiye 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. -
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{c)

New standards and interpretations

New and amended IFRS standards that are eﬂ'éctive for the current year

In the current year, a number of amendments to IFRSs issued by the International Accodnting
Standards Board (IASB) and endorsed by the UK. Endorsement Board became mandatorily effective

_for an accounting period that begins on or after. 1 April 2021. These amendments had no effect on A

the current or prior period.
New standards, amendments and mterpretattons which are in issue but not yet effective

At the date of authorisation of these financial statements the following Standard and Interpretatlons
relevant to the Group, which have not yet been applied in these financial statements, were in issue

.but not yet effective:

Standard, amendment | Description . Effective date for’
or interpretation ’ ‘ : accounting period

_ , ' beginning on or after
IAS1T . » Amendments to the classification of 1 January 2023

liabilities as current or non-current. The
amendments provide more general

‘| approach to classifications of fiabilities

under IAS 1 based on contractual

arrangements in place at the.reporting

date.

New standards, amendments and mterpretatlons which are. in issue but not yet effectlve
{continued)

Amendments to IAS 16 | The amendments prohibit deducting from 1 January 2022
— Property, Plant and the cost of an item of property, plant and

Equipment—Proceeds | equipment any proceeds from selling items : ' -
before Intended Use ‘produced before that asset is available for

use : : ' 1

Amendments to IAS 37 | The amendments specify that the ‘cost of 1 Janua_ry 2022

- Onerous Contracts— | fulfilling’ a contract comprises the ‘costs

Cost of Fulfilling a that relate directly to the contract’.

Contract ’

IFRS9 » The amendment clarifies the fees that an 1January 2022

entity includes when assessing whether the

terms of a new or modified financial liability
are substantially different from the terms of
the original financial liability.

52



'SAMARKAND GROUP PLC
NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2022

Management anticipates that these new standards, interpretations and ‘amendments will 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 their impact on the financial

statements prior to their initial application.
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(a)

(b)

Significant accounting policies

The preparation of the Consolidated Group financial statements in compliance with IFRS requires the .
directors to exercise jddg‘ement in applying the Group’s accounting policies. The areas involving a
higher degree of judgement or complexity; or areas where assumptions and estimates are significant
to the Cansolidated Group financial statements are disclosed in Note 4 “Significant judgements,
estimates and assumptions” to.the Consolidated Group Financial Information.

Foreign currency transactions and translation

The Consolidated Group financial statements are presented in Pounds Sterllng, which is the

’ functlonal currency of the parent company.

The results and financial posmon of all‘the Group entities that have a functional currency different
from the presentation currency are translated into the presentation currency as follows:

s ‘assets and llablhtles are translated at the closing rate at the date of the “Statement of Fmanaa/
Position”;

* income and expenses are translated at average ‘exchange rates (unless this'av'eragejs not a
reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates,
in which case income and expenses are translated at the dates of the transactions); and

e alil 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 investment in foreign entitiés.

Intangible assets

All intangible assets, except goodwill, 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 acqmred 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. Impairment 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 comibination. 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 goadwill allocated to the unit and then to the other assets of the unit pro-rata on the basis of the .
carrying amount of each asset in the unit. An impairment loss recogmsed for goodwill is not reversed
in a subsequent period. :
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(c)

)

Office equipment _ 3years’

Intangible assets (continued} -

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, liabilities 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 basns over the estimated useful =

lives of intangible assets unless such lives are indefinite.

The estimated useful lives are as follows:

Website o ~ 3-5years
Patents and trademarks - 7 years
Internally developed assets S years
Brand names : : ’ 10-20 years

_ Property, plant and equipment _

Property and'equipmeht 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 the location and condition
necessary for it to be capablé of operating in the manner intended by the Group.

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

Computer equipment ‘ 3 years
Machinery S 7 years
‘~Leasehold improvements Straight line over the Iease term

Property and equipment held under leases are depreciated over the shorter of the lease term and
estimated useful life.

Research and development expenditure

Research expenditure is recognised as an expense when it is incurred.

Development expenditure is recognised as an expense except those costs incurred on development
projects are capitalised as long-term assets to the extent that such. expenditure is expected to
generate future economic benefits. Development expenditure i is capitalised if, and-only if the group
can demonstrate all of the following:

e its ability to measure reliably the expenditure attributable to the asset under development;

the product or process is technically and commercially feas‘ible';

" its'future economic benefits are probable;
its ability to use or.sell the developed asset; and
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(b)

e the availability of adequate technical, financial and other resources to complete the asset under

development.

Capitalised development expendiiure 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

. appliéa_tions. 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 recovérable amount. ‘ : '

Impairment of financial assets

IFRS 9 “Financial 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 credit losses for trade receivables and contract assets.

The Group has one type of financial ésset subject to the expected credit loss model: trade receivables.

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

(p) Impairment of non-financial assets

At each reporting date, the Directors assess whether indications exist that an asset may be 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 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.
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(d)

(e)

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 payments 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

. impairment or adjusted for any re-measurement of lease liabilities.

The Group has elected not to recognise a right-of-use asset and corresponding lease liability 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 fulfilment of the arrangement is dependent on the use
of a specific asset or assets or the arrangement 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:
e leases of low value assets; and .
e leases with a duration of 12 months or less.

_ Lease liabilities are measured at the present vaiue of the contractual payments due to the lessor over

the lease term, with the discount rate determined by reference to the rate inherent in the lease
unless (as is 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%.

Subsequent to initial measurement lease. liabilities increase as a result of interest charged at a
constant 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 term of 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 ub to one year before the

end of the non-cancellable 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 reasonabl'y certain to exercise the options if there is a significant event or significant changes in

circumstances within'its control. : '
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n

Impairment of financial assets ‘

IFRS 9 “Financial Instruments” requires ah 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 credit losses for trade receivables and contract assets.

The Group has one type of financial asset subject to the expected credit loss model: trade receivalbles.

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

(g) Impairment of non-financial assets

At each reporting date, the Directors assess whether indications exist that an asset may be 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 fess 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 Iargely independent of

those from other assets or groups of assets. Where the carrying amount of an assét or cash-
generating unit exceeds its.recoverable amount, the Directors consider the asset impaired and write
the subject asset down to its recoverable 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 valuatlon
model.

When applicable, the Group recognises impairment losses of continuing operati'ons in the

“Statements of Profit or Loss and Other Comprehensive Income” in those expense categories
consistent with the function of the impaired asset. '

(h) 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
substant:ally enacted by the reportingdate and expected to apply when the related deferred taxis |
realised or the deferred liability is settled.

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

Income taxation

Current incbme tax assets and liabilities 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. ' '

Revenue from contracts with customers and other income

The Group's revenue represénts 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 obligation 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 gdods are shipped from the Group's
premises or when the goods are delivered to the customer, the timing of transfer 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 cgjstomer and costs with suppliers are reported on a net basis, representing
the net- margin earned. Whether the Group is acting as principal or agent depends on
rhanagement’s analysis of both legal form and substance of the agreement between the Group and
its business partner. - :

Acting as principal to a contract for services

For Nomad technology, the Group providés managed services with certain arrangements that may
be sub-contracted. to third party agents. Under ‘these arrangements, 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 reéognized 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.

Py
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()

(k)

)

(m)

(n)

(o)

" 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 Eecognised for the amount expected to be paid under
short-term cash bonus. or profit-sharing plans if the Groub has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the
obligation can be estimated reliably.

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 receivable on cash deposits and net foreign

exchange gains.

Interest income and interest payable is recognised in profit or Ioss as it accrues, using the effective -
interest method.

Foreign currency gains and losses are reported on a net basis.

Cash and cash equivalents

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. -

Trade and other receiv,abies

Trade receivables are recognlsed initially at fair value and subsequently measured at amortised cost
using: the effective interest method, less provision for impairment.

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 locatlon and condition.

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 material, provisions are discounted using
a current pre-tax rate that reflects, where appropriate, the risks specific to the liability. When -
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(p)

(q)

(r)

(s)

{

discounting is used, the increase in the provision due to the passage of time is recogmsed as an
interest expense.

~

Contingent Iiabilities

Contingent liabilities are possible obligations whose existence depends 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.

Merger relief

The issue of shares by Samarkand Group plc is accounted for at the fair value of the consideration
received. Any excess over the nominal value of the shares issued is credited to the share premium
account other than in a business combination where the consideration for shares in another
company includes the issue of shares, and on completlon of the transaction, Samarkand Holdings
has secured at least a 90% equity holding i in the other company In such cnrcumstances the credit is
applied to the merger relief reserve '

In the case of the Samarkand Holdings’ acquisition of Samarkand Global Limited in 2017, 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 f,or shares in Samarkand Global Limited.

Share-based payment arrangemerits

Equity-settled share based payments to employees are measured at the fair.value of the equity .
mstruments at the grant date.

The fair value determined at the grant date of the equity-settled 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 recogmsed in full immediately on grant.

At the end of each reportlng period, the Group revises its estimate of the number of equ1ty'
instruments expected to vest. The impact of the revision of the original estimates, if any, is
recognised in profit or loss such that the cumulative expense reercts the revised estlmate with a
correspondmg adjustment to equnty )

Segmental reporting -

The Board is the Group’s chief operating decision-maker. Management has determinéd the
operating segments based on the information reviewed by the Board for the purposes of allocating
resources and assessing performance. The Group has one reportable segment with three revenue
streams, being Brand Ownership, Nomad Technology and Distribution business units engaged in
the B2B and B2C sale of. products and e-commeérce technology solutions for Western brands and
retailers selling into China. An analysis is included in Note 6 and 7 to the Consolidated Flnancual
Informatlon : - : ’
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(a)

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:

Accounting estimates
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 estimatéd future net cash flows
generated 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 dlscount rate would change the

" valuation of the intangible assets.

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

The useful Iife used to amortise intangible assets relates to the expected future performance of the
assets acquired and management’s estimate of the period over which economlc benefit WI|| 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 increase in the amortisation charge.

(b) Inventory provisions

(c).

Inventory is carried at the iower of cost and net reahsable value, on a weighted average cost basis
which provides an estimation of the products future selling prices. A provision is also made to write -
down any obsolete inventory to the net realisable value. The provision is £673,832 at 31 March
2022 (2021 £51,321) and an overall charge of to the consolidated statement of comprehensive
income of £805,550 (2021: £111,576)

Accounting judgement

'impairment of intangibles

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

Impairment testing is an area mvolvmg judgement in determmlng estimates, requiring assessment
as to whether the carrying 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

, approprlate rate. In calculating the net present value of the future cash flows certain assumptions
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are requnred to be made in respect of hlghly uncertain matters |ncludmg managements
expectatlons of:

e growth in EBITDA, calculated as adjusted operating profit before depreciation and amortisation;
. the level of capital expenditure to support long-term growth; and
e the selectlon of dlscount rates to reflect the risks involved.

The directors prepare and approve cash flow pro;ectlons which are used in the falr value
calculations. :

Whilst the Directors consider their assumptions to be realistic, the Group’s impairment evaluation
is highly sensitive to the actual results and factors oigtside the control of the Directors, including the
ability. of the Group to secure sufficient funding to be able to fulfil the financial projections and
continue as a going concern, and if those differ from the expectations of the Group’s.impairment
could be affected. In addition, the use of different estimates, assumptions and judgements, in
particular those involved in a) determining a value base on our current expectations of future
conditions and associated cashflows from the Group’s operation b) our determination level at
which the Group assets can be reasonably tested for impairment separately from other parts of the
business and c) our treatment of centrally held assets, could each result in material differences in
the carrying values of assets and assessments of impairment. '

(d) 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 Grdup 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
feasibility 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 necessary to
create, prod_uce,‘and prepare the asset to.be capable of operating in the manner intended by the
Group. More specifically, time spent that is 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 incurred. In particular, time that is spent on
the maintenance of existihg software is recognised as an expense.

At 31 March 2022 the carrying amount of capitalised development costs was £1,836, 889 (2021:
£1, 027 ,488).
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(e) Rightfof-use assets

At the commencement of a lease, an initial assessment is made as to whether or not it is likely 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 right-of-use assets
and lease liabilities as well as related depreciation 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 2022 are as follows:

Company b Country of _ Registered office Principal activity ~ Percentage
registration or ‘ : " ofordinary
. incorporation’ . shares held-
Samarkand Holdings England & Unit 13 & 14 Nelson = Holding . 100%
Limited - Wales ‘ Trading Estate, The company ‘
: : Path, Merton,
) London, SW19 3BL
Forever Ybung ' England & As above UK & European 100%*
International Limited - Wales o distribution )
Samarkand Global . England & - As above eCommerce - . 100%*
Limited . Wales : provider
New Silk Road Brand ~ * - England_& © Asabove inactive 100%*
Management Limited- Wales ‘ ’ :
Immergruen Limited - England & As above -UK distribution 100%*
Wales ' ) ’ A
Zita West Products England &  Asabove UK distribution 100%*
Limited. Wales . o
Babawest Ltd England & As above _ UKdistribution o 51%*
_ Wales
Napiers 1860 Group - Scotland .18 Bristo Place, UK distribution - 100%*
Limited . ) Edinburgh, Scotland, :
_ EH1 1EZ
The Edinburgh Herbal Scotland 18 Bristo Place, , = . UK distribution 100%*
Dispensary Limited - . Edinburgh, Scotland, ’
EH1 1EZ '
Duncan Napier Limited - Scotland 18 Bristo Place, v UK distribution 100%*
' C Edinburgh, Scotland, :
EH1 1EZ
Highiand Herbs Limited Scbtland " 18 Bristo Place, Inactive 100%*
. Edinburgh, Scotland,
EH1 1E2
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Napiers Herbals Limited

Trading Co. Ltd

*  held
indirectly

Xuhui District, Shanghai,
China '

6. Revenue from contracts with customers

65

England & Unit 13 & 14 Nelson UK distribution 100%*
Wales Trading Estate, The '
Path, Merton,
London, SW19 38L
Samarkand People’s Room 107 No.701, 7th Administrative 100%*
Global (Beijing) Republic of Floor, Building 1 '
Limited China Westend, No. 100
Balizhuang, Chaoyang
District, Beijing

* Samarkand ‘Japan 2-2-10-605 Shinjuku Administrative 100%*
Global (Japan) Shinjuku-ku Tokyo, ‘
KK Japan )
Shanghai . People’s “Room 205, No.438 Administrative 100%*
Samarkand Republic of Pudian Road, China
Technology China (Shanghai) Pilot Free
Service Co., Ltd Trade Zone '
Samarkand . Hong Kong . Suite 1113A, 11/F, Sale of goods 100%*
Global HK (SAR), China OceanCentré,:Har'bour “into Hong Kong
Limited City, 5 Canton Road,

’ Tsim Sha Tsui, Kowloon,
] Hong Kong

Shanghai People’s Room 2021, Building'2, Technology 100%* -
EastWest Republic of No. 181 Songyu Road, licensing
Network China Tinglin Town, Jinshan
Technology Co., . District, Shanghai
Ltd . '
Shanghai _People’s Room 563, South 5th Chinese 100%*
Samarkand Republic of Floor, No. 333, distribution '

- Import & Export China Tianyuegiao Road, L
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Disaggregation of revenue from contracts with customers:

31 March. - 31 March
2022 2021
. ) . £ : £
Revenue analysed by class of business: : '
Brand ownership " 4,509,979 3,518,615
Nomad technology ) 7,480,941 ) 6,360,740
Distribution : : 4,447,990 - 4,832,644
Exceptional revenue ' : - 5,780,000
Other : 137,318 " 108,542
Total revenue E . . 16,576,228 . 20,600,541
Cost of sale by business unit: .
Brand ownership ‘ 1,991,401 1,126,480
Nomad technology o 3,240,269 " 2,001,204
Distribution .. i ' : 2,992,880 2,496,299
Exceptional ~ - - 3,091,046
‘Other . : ' 1,710 . 55,858

Total costs of sale o 8,226,260 8,770,887

Exceptional revenues: A A ,

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 resuit, a £5.8m~g0\iernmeht 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. '

7. Operating segments

The activities of the Group are not measured or reported internally on a segmental basis as they are
not considered to be attributable to any specific business segment.

31 March : 31 March

2022 . 2021
: £ £

Revenue by geographical destination: o : ' ’
UK S . 4,917,082 8,960,128
China , ‘ 11,606,545 11,131,560

Rest of the world ' ' : 52,601 508,853
Total revenue 16,576,228 20,600,541

8.  Administrative expenses. . -
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-An analysis of the Group’s expenses by nature is as follows: ‘

31 March © 31 March
© 2022 © 2021
. £ £
Administrative expenses: . . ’
Property costs . : 393,714 227,910
Staff costs , ' : 5,330,434 2,982,338
Professional fees . ) 714,495 382,068
Other \ : - 1,091,159 426,886
Share based payment : : ‘ .- 26,914
Repayment of share option plan (a) ' 306,579 oo
IPO Listing Fees . - 415,229
Acquisition and restructunng costs (b) ' 347,615 44,945 .

Total administrative expenses : ' ' ' 8,183,996 4,506,290

(a) Recompense of Share option plan as descrlbed on page 28

(b) Acquisition costs relate to the costs incurred in relation to the acqwsmons in the year (see
note 23) and restructuring costs are as a result of corrective actions taken in light of the
challenges presented by the disruptions '

9 - Staff costs
31 March .31 March -

2022 : 2021
» £ £

Aggregate staff costs (including directors) ' .
Wages and salaries (including bonuses) 5,834,498 3,630,149
" Social security and other. payroll taxes : . o 595,420 290,226
Pension costs - : 70,754 ' 89,399
- Share based payment charge : : - . : 26,914
Capitalised development costs (1,018,149) ) (1,114,362)
Other : C 269,430 86,926
Total staff costs . ' 5,751,953 * 3,009,252

*Staff costs include £421,519 ef restructuring costs and exceptional expenses

Average number of employees

Management . _ 4 o 13 : 9
Sales operations - _— 91 g o 54
Finance and administration : ' 11 : o 6
~ Technology o - 23 C 15

138 - 84
9. Staff costs (continued)
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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 capitalisation includes time that is intrinsic to the -
development of new software and the enhancement of existing software. .

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

31 March - "31 March
2022 : 2021
_ £ £
Aggregate staff costs (including directors) : :
Wages and salaries (inéluding bdnuses) . ’ 1,306,158 . 754,569
Social security and other payroll taxes - ‘ 142,994 96,287
Pension costs .- 28,260 ‘11,513
Capitalised development costs ‘ (49,249) (46,843)
Total staff costs : 1,428,163 . 815526
10. Auditors’ remuneration ,
' 31 March * 31 March
2022 2021
£ . £
Fees payable to the Company’s auditor: o
For audit services , , . .
Audit of the financial statements of the Group 95,000 60,000
For other services
Support in connection with admission to Aquis . . S ,
Exchange Growth Market , ‘ - 152,500
11. Earnings per share
31 March , 31 March -
. - 2022 2021
Basic and diluted earnings/(loss) per share (13.99) pence 1.13 pence

Basic and diluted number of shares inissue .- 54,419,885 51,618,966

Basic earnings per share is calculated by dividing the profit/loss after tax attributable to the equity ‘
holders of Samarkand Group plc by number of shares in issue after the share for share exchange on
the 16 February and the allotment of ordinary shares on 22 March 2021.

iz; Taxation
i) Tax expense
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The components of the provision for taxation on income included in the “Statement of Profit or
Loss and Other Comprehensive Income” for the periods presented are summarised below:

31 March 31 Mafch

2022 . 2021
£ 3
Current tax '
UK corporate income tax credit : - (132,539) -{168,776)
~ Deferred tax '
- UK deferred income tax credlt ‘ ' (8,960) (8,738)
Total income tax credit . (141,499) (177,514)

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

as follows:
31 March 31 March -
2022 - 2021
£ ) £
Profit/(loss) before income taxes : © (7,848,451) 229,543
Expected tax at statutory UK corporation tax rate .
of 19% ‘ . ~ (1,491,206) ' 43,613
Increase/(decrease) in tax resulting from:
Effect of different tax rates in foreign jurisdictions . 21,966 ' 76,829
Research and development tax credits (132,539) C (168,776)
Tax losses carried forward : . L494714 -
Tax losses utilised o o - . (131,381)
Capital allowances less depreciation ~ (39,525) = (6,151)
Over provision in previous perlods ' ' - (10,822)
Deferred tax credit : (8,960) » (8,738)
Non-deductible expenditure C ' . 14,051 : 27,912
' (141,499) (177,514) -

69



‘SAMARKAND GROUP PLC

~ NOTES FORMING PART OF THE CONSOLIDATED. FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2022

ii) Deferred tax

The following are the major deferred tax liabilities recognlsed by the Group and any movements

thereon:

~ At 1 April 2020
Movement o
At 31 March' 2021

beferred tax from acquisition
Movement
At 31 March 2022

The Group had £7,433,086 (2021:
future profnts

Accelerated . Total
capital ’
allowances - ‘
£ £
76,314 ' 76,314
(8,738) ' (8,738)
67,576 - 67,576
323,188 323,188
(20,174) (20,174)
370,590 _ 370,590

£1}492,553) of'tax losses a\)ailable to be carried forward agairist
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13. Intangible assets

Development Trademarks Brands Goodwill Website ‘Total
costs . ) ) . ;
£ £ f £ - £ £

Cost o : : ’ . :
At 1 April 2020 ' . 633,374 ) 41,327 459,916 57,807 . - - 1,192,424
Additions - , | 557,181 29,045 10,235 - - 596,461
At 31 March 2021 '1,190,555 70,372 470,151 57,807 : - 1,788,885
Reclassification . : . V s ’ - (10,235) . 10,235 R - ) -
Acquired through business combinations* - ) 8,857 2,024,175 2,761,676 - 4,794,708
Additions . 1,139,882 20,367 - - ' 70,198 1,230,447
At 31 March 2022 o 2,330,437 99,596 2,484,091 2,829,718 70,198 7,814,040
‘Amortisation . :
"At 1 April 2020 ' - 5,568 103,483 . - ' - 109,051
Charge for the year 163,067 - 7,775 © 46,011 - - 216,853
At 31 March 2021 . 163,067 13,343 149,494 - - 325,904 -
Acquired through business combinations* . - 7,663 - - - . 7,663
Charge for the year . 330,481 11,497 122,186 ) ‘_ - 5,073 469,237
At 3‘1 March 2022 o ’ 493,548 32,503 271,680 : : - 5,073 802,804
Net book value ) : . : )
At 31 March 2022 . 1,836,889 67,093 2,212,411 2,829,718 65,125 7,011,236
At 31 March 2021 - 1,027,488 57,029 320,657 - 57,807 B - 1,462,981

*  See Note 23 for business combinations during the year. .
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14. ﬁropertY, plant and equipment

Cost

At 1 April 2020
Additions
Transfer

Foreign exchange

At 31 March 2021
Reclassify -

- Additions
Acquisition
Disposal

_ Foreign exchange

* At 31 March 2022

Depreciation
At 1 April 2020
Charge for the year
Transfer
Foreign exchange -
At 31 March 2021

" Reclassify
Charge for the year
Acquisition
Disposal
Foreign exchange

. At 31 March 2022 .

"Net book value

At 31 March 2022 .

At 31 March 2021

‘Total

- Office Computer Leasehold Machi-
equipmeni eqguipment improve- .nery
C ments

L £ £ £ £ £
65,873 48,613 58,430 - 172,916
22,734 48,917 - - 71,651
(459) 459 - - -
- (771) . - (771)
88,148 97,218 58,430 - 243,796
(7,541) 7,541 - - -
- 23,059 90,492 20,145 50,745 184,441
© 24,388 17,255 - - 41,643
- (23,014) - - (23,014)
66 2,816 - - 2,505
128,120 192,308 78,575 50,745 449,748
14539 . 17,491 6,336 - - 38,366
19,694 - 23,759 111,073 - 54,526
(83) . 83 - - -
- (358) - - (358)
34,150 40,975 17,409 - - 192,534
(4,481) 4,481 - - -
12,235 56,459 11,905 4,830 85,429
21,086 © 15,754 - - 36,840
- (10,459) - - (10,459)
31 2,156 - - T 2,187
63,021 109,366 29,314 4,830 206,531
.65,099 82,942 49,261 45,915 243,217
'53,998 56,243 41,021 - 151,262
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15. Right-of-use asséts

. Land and ‘Total
‘buildings
‘ £ £
~ Cost : . - .
© At1April 2020 ' o ' © 1,362,545 1,362,545
" Additions L ‘ . o - A -
At31March 2021 .. § ' ‘ : 1,362,545 1,362,545
Additions . o . ) ' L - -
* At 31 March 2022 . B : T . 1,362,545 1,362,545
Amortisation . )
At 1 April 2020 : ' 289,965 . 289,965
Charge for the year _— 231,973 231,973
At 31 March 2021 : 521,938 521,938
Charge for the year o S 231,972 231,972
At 31 March 2022 : 753,910 753,910
Net book value . , :
At 31 March 2022 A : ‘ ‘ 608,635 - 608,635
At 31 March 2021 A : o - 840,607 840,607

The Group leases land and buildings for its offices 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
5 yearly upward only rent reviews. No extension to these leases has been assumed. -

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

31 March 31 March
2022 . 2021
_ £ £
_Not later than one year o . : 283,579 283,579
Later than one year and not later than two years ' . 284,356 283,579
Later than two years and not later than five years . - 188,190 . 472,545
Total minimum lease payments 756,125 . 1,039,703
Less: future finance charges " (35,772) - .. (e6,709) .
Present value of minimum lease payments 720,353 972,994
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Right-of-use assets Group (continued) ‘
Impact of IFRS 16 ”Leases" on the statement of comprehensnve income -

The following tables summarises the effect of IFRS 16 “Leases” on the Group S proﬂt/loss before
tax for each period presented: ’

' 31 March ~ 31 March

2022 .. o2021

' 3 : £

" Profit/(loss) before tax excluding lease charges o (7,367,635) ) 597,766

Lease payments under short-term and low value (217,905) " (96,320)

assets o o .

Depreciation.of right of use assets _ (231,973) {231,973)

Lease finance expense - (30,938) (39,930)

Profit/(loss) before tax and after lease charges. ~ (7,848,451) , - 229,543

16. Inventories

31 March 31 March

2022 - 2021
. £ ‘£
Finished goods o 4,394,080 . 1,908,560
Provision for obsolescence ‘ . {(673,832) : (51,321)
Total inventories ' : 3,720,248 1,857,239
Cost of inventory recognised in profit and loss . 8,226,260 8,770,887

17. Trade receivables

31 March 31 March

2022 . ) 2021

. o . £ £

Trade receivables : 1,584,768 © 1,028,320

Provision for expected credit loss - (72,066} : " (14,689)

Total trade receivables - A 1,512,702 1,013,631

At 31 March 2022, the ageing of the trade receivables was as follows:

31 March . 31 March -
2022 2021
. : : . £ £
Not due ‘ ' ' . 1,172,757 685,684
0to 3 months overdue =~ - . . : 294,749 256,381
3 to 6 months overdue . » : 117,262 86,255
Total trade receivables : . : 1,584,768 1,028,320
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Trade receivables (continued)

The majority of trade receivables are current and the.directors believe these receivables are
collectible. The directors consistently assess the collectability of these receivables. As at 31 March
2022, the directors considered a portion of these receivables uncollectable and recorded a
provision in the amount of £72,066 (2021: £14,689).

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 4.59% (31 March 2021: 1.42%). The directors
have identified the gross domestic product growth rates as the key:macroeconomic factors i in the
countries in which the Group operates

18. Other receivables'and prepayme\nts

31 March 31 March

2022 - 2021

. . £ . £

Accrued income e - 2,517 ' 660

Prepayments : 561,910 . 400,205
Other receivables 447,944 121,157 -

Total other receivables and prepayments . . . 1,012,371 . i 522,022
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19, Share capital and merger relief reserve

31 March . 31 March

- 2022 2021
£ o £
Allotted, issued and fully paid:
54,714,783 (2021: 51,618,966) ordinary shares of 1p each 547,148 516,190
Ordinary shares issued: ' o : Number of Share
' ) shares capital
"No. £
At-1 April 2020 T ' ' ' 176,700 1,767 -
Group reconstruction ’ C (3 35,340,060 o 353,400
-Share issued on incorporation S 1 -
Shares issued on 22 March 2021 s - 16,278,965 162,790
At 31 March 2021 : s i 51,618,966 : 516,190.
. Shares issued on 4 May 2021 ) 357,977 3,580
Shares issued on 10 May 2021 _ (4] - 2,737,840 27,378
At 31 March 2022 . - 54,714,783 547,148

(a) On 16 February 2021, Samarkand Group plc issued 35,340,000 ordinary shares of £0,01 each in exchahge for the
‘entire share capital of Samarkand Holdings Limited on the basis of 1 ordinary share in Samarkand Holdmgs Limited
for 200 shares in Samarkand Group plc.

kb) On4 May 2021, Samarkand Group plc |ssued‘ 357,977 ordinary shares of £0.01 each as part of the consideration
paid for the acquisition of the entire share capital of Zita West Products Limited and 51% of Babawest Ltd

(c) On 10 May 2021, Samarkand Group plc issued 2,737,840 ordinary shares for a total consideration of £3,148,516 )

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

Merger relief reserve

The'merger relief reserve arises from the issue of shares by Samarkand Group plcin exchange for
. shares in Samarkand Holdings Limited. ‘
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. 20.

Share option plan - N
EMI share option scheme

As part of its strategy for executive and key employee‘r_emuneration, Samarkand Holdings

established an Approved Enterprise Management Incentive (“EMI”) Share Option Scheme on 20 -
October 2020 under which share options may be granted to officers and employees or members of

the Group. Under the rules of the Share Option Scheme, Samarkand Holdings may grant EMI

options to recruit or retain an eligible employee ’

There are overall and individual limits on the total 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.(ii) 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 occurs to cause it to lapse earlier under the
Rules. The exercise of optlon is not subject to any exercise condmons

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

Unapproved share optlon scheme

~On 20 October 2020, Samarkand Holdings adopted an Unapproved share option schenie whereby

Samarkand Holdings may grant an option to any employee: it chooses.

-On.the grant date of any option, the Board may specify one or more appropriate exercise con'ditiohs .
- for the option. The maximum number of shares over which options that may be granted under the

scheme is 11, 044.

An optlon holder may not exercise an option before an exit unless otherwrse provided for in that
optron hoider’s optlon certificate.

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

Following the share. for share exchange Samarkand Group plc had the foIIowmg share options
outstanding as at the year- end

Weighted -~ Number

average

exercise price

. \ < (pence)
Outstandmg at1 April 2020 : : - o -
Granted . : _ © 9.86 5,459,800
Exercised ' . 9.86 (4,467,800)
Outstanding at 31 March 2021 and 2022 : 9.86 992,000
Exercisable at 31 March 2022 . ‘ 9.86 992,000

The fair value of the share options is not considered material for the Group financial statements.
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21.

22, -

Other resefves

Currency translation reserve

The currency translation reserve represents cumulative foreign exchange differences arising from

the translation of the financial statements of foreign subsidiaries.

Borrowings '
The Group’s borrowings consist of:

. Fixed rate secured Idan notes whicI"x incur interest at 5% per annum;
. Secured bank loans which incur interest at 3.99% and 5.0% per annum;
e . Unsecured bank loans which incur interest at 5.0% per annum »
. . Other loans which incur interest at between nil and 15% per annum; and -
e A An invoice discount facility; '

The following table provides a reconcmation ofthe Group 3 future maturities of its total borrowings

for each of the perlods presented

Not later than one year:
‘Bank loans ‘ '
Invoice discount advances
Other loans

Current

Payable after one year but less than five years:

Fixed rate secured loan notes
Bank loans
Other loans

Non-current

Total borrowings

(a) Fixed rate secured loan notes

31 March
2022
£

52,099

9,993
62,092

1,236,485
153,550

1,390,035
1,452,127

31 March
2021
£

. 413,333

210,996

85,245

709,574

1,176,304
186,667
9,993

1,372,964

2,082,538

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 value is the par value of such Notes. Interest is fixed

at 5% per annum.
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Borrowings (continued)

(b) Bank loans ]

_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 principal 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 five years. No capital repayments are due for the first 12 months
following the loan advance. Thereafter the loan is repayable in 48 monthly instalments.

(c) Invoice discount advances A '

These relate to receivables (see note 17 above) and are secured by an indemnity and
undertaking by each of the Directors and a fixed and floating charge.

Fair value of borrowings
The carrying value of borrowings approximates their fair value..

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

31 March' - - 31 March .
2022 : 2021
. £ £
Interest on borrowings 70,503 261,862
Right-of-use lease finance expenses ' 30,938 39,931
Invoice discounting charges ] 10,627 12,235
Bank charges o S S 17,136 13,387
Foreign exchange ' o . 42,251 73,661
Total finance costs . 171,455 401,076
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23.

Business combinations during the year

Acquisition of Zita West Products Limited and Babawest Ltd

On 4 May 2021, the Group acquired 100% of the share capital of Zita West Products lelted and
51% of Babawest Ltd for a total consideration of £2.8m.

Zita West Products Limited is a nutritional supplement brand specialising in fertility, pregnancy and

post-natal needs and Babawest Ltd specialises in nutritional products focused on the mother and
baby sector, both these brands are complementary to the Group’s existing bra‘nd.._The Group intends
to use its market knowledge and the NOMAD technology piatform to grow both brands in the cross-
border ecommerce market in China and in its home market of the UK. -

Goodwill recognised in the acquisition of Zita West Products Limited and Babawest Ltd relates to the
presence of certain intangible assets such as an experienced workforce which do not qualify for
separate recognition.

The non-controlling interest of Babawest Ltd is 49% and itis measured at fair value.

Details of the fair value of identifiable assets and |IabI|ltleS acqulred and purchase consnderatlon
and goodwill are as follows: - : :

Book value Adjustment o Fair value

' £ £ ‘ £

Intangible assets ‘ ' © 1,194 819,806 821,000
Property, plant and equipment ' . 926 - 926
Inventories _ 221,266 - ' 221,266
Trade and other receivables : 113,139 - - " 113,139
Cash and cash equivalents . 455,197 . - 455,197
Trade and other payables (283,502) - (283,502)
Deferred tax liability - - (130,893) (130,893)
Net identifiable assets acquired at fair value 508,220 688,913 : 1,197,133
Initial consideration ' 2,285,189
Fair value of equity shares issued : : 500,000
Total consideration ' ' : 2,785,189
Goodwill arising on acquisition B . : 1,588,056
Consideration transferred settled in cash ’ 2,285,189
Cash and cash t_equivalents acquired . : .(455,197)

Net cash outflow on acquisition . o : 1,829,992
Since the acquisition date, Zita West Products Limited and Babawest Ltd contributed to £1.2m to

the Group revenues and £0.07m to the Group losses. If the acquisition had occurred on the 1 April
2021, Group revenue would have been £16.7m and Group Idsses would have been £7.7m.
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Acquisition of Napiers the Herbalists

In November 2021, the Group acquired the Napiers brand and its subsidiaries, for a total

consideration of £2.3m. Napiers the Herbalists is an iconic Scottish brand which still operates from

its original apothecary store in Bristo Place and its website Napiers.net. This brand is complementary
" to the Group’s existing brands. The Group intends to use its market knowledge and the NOMAD

technology platform to grow the brand in the cross-border ecommerce market in China and in its’

home market of the UK. o ‘

Goodwill recognised in the acquisition of Napiers the Herbalists relates to the presence of certain
intangible assets such as an experienced workforce, which do not qualify for separate recognition.
Details of the fair value of identiﬁable assets and liabilities acquired and purchase consideration
and goodwill are as follows: _ . ‘

" Bookvalue: Adjustment Fair value
£ - , £
Intangible assets ’ . - - 1,204,369 - © 1,204,369
Investment in subsidiaries _ 103,001 {(103,001) . -
Property, plant and equipment ) 3,856 , - 3,856
Inventories 4 96,534 - 96,534
~ Trade and other receivables : ' ) 16,858 (2,300) 14,558
Cash and cash equivalents . 174915 ° - 174,915
Trade and other payables _ (156,828) 13,773 (143,055)
Bank loan - . (22,917) - (22,917)
Deferred tax liability ' (745) . (192,294) © (193,039)
Net identifiable assets acquired at fair value - 214,674 920,547 1,135,221
Initial consideration : ' - 1,686,400
Contingent consideration ’ . ‘ - 512,441
Deferred consideration : 110,000
Total consideration . ' : _ B 2,308,841
Goodwill arising on acquisition _ . . , 1,173,620
Consideration transferred settled.in cash ’ ) 1,686,400
~ Cash and cash equivalents acquired : (174,915)
Net cash outflow on acquisition : C ‘ 1,511,485

Contingent consideration is payable upon a certain transaction 'occurring post acquisition which will
- be settled either in cash or the issuance of new Ordinary Shares, at the discretion of Company.

Since the acquisition date, Napiers the Herbalists contributed to £0.3m to the Group revenues and

£0.03 to the Group losses. If the acquisition had occurred on the 1 April 2021, Group revenue would
have been £17m and Group losses would have been £7.7m. :
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24, Fair value of financial instruments

. (b)

(a) Fair value

The falr value of an asset or Ilablllty 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
fair 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 assumptlons that market participants would use in
pricing an asset or liability. IFRS 13 “Fair Value Measurement" establishes a fair value hnerarchy for

'valuation inputs that gives the highest priority to quoted prices in active markets for identical assets

or liabilities-and the lowest priority to unobservable mputs The fair value hlerarchy is defmed as
follows:

RS

Level 1: Inputs are unadjusted, quoted prices in active markets for identical assets at the

measurement date.
Level 2: Inputs (other than quoted prices included in Level 1) can include the following:

. obéervable prices in active'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 b_ut'are derived from or eorroborated 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 2022 and 31 March 2021

Level 2 fair vaIue measurements are those including inputs other than quoted prices mcluded within
Level 1 that are observable for the asset or |labl|lty dlrectly or indirectly.

There were no transfers between fair value levels during the periods presented.
The Group measures financial instruments at fair value.

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 from initial recognltlon 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.
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Fair value and financial instruments (continued)

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 presented is included in the .

table below:
31 March 31 March
2022 ' 2021
. R i
Cash and cash equivalents held at amortised - ,
cost - 4,049,118 14,606,867
Trade receivables and accrued income held : L
at amortised cost . : 1,512,702 1,013,631
_ Financial assets at amortised cost © 7 339,537 - . 121,157 °
) Total . 5,901,357 15,741,655
Financial IiaB_ilities at amortised cost (4,377,760) (2,503,057)
Borrowings and leases ' : (2,172,480) (3,055,532)
- Total . . (648,883) - 10,183,066

83



SAMARKAND GROUP PLC

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 MARCH 2022

25.

Financial I’ISk management

For the purposes of capital management, capital includes issued capltal and all other equrty

. reserves attrlbutable to the equity holders of Samarkand Group plc. The primary ObjeCtIVE of

Samarkand Group plc’s caputal management is to ensure that the Group maintains a strong credit
rating and healthy capital ratios in order to support 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 financial covenants. The Group includes in its net

debt, all loans and borrowmgs less cash and short-term deposns

The Group’s principal financial liabilities comprise of borrowmgs and trade and other payables
which it uses primarily to finance its operations.

The Group'’s principal financial assets include cash and cash equivalents 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 value of its holdings of financial instruments. The

.objective of market risk-management is to manage and control market risk exposures within

acceptable parameters, while optimising the return.

(b) 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 arlses primarily from the Group’s cash in banks and trade
recelvables

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
éllowance for impairment is made where there is an identified loss event which, based on previous
experience, is evidence of a reduction 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 no significant concentration of credit risk, as exposure is spread over alarge number
of counterparties and customers
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Financial risk management (continued) !

(c) Foreign currency risk
3
Foi’ei'gn currency risk is the risk that the fair value or future cash flows of an exposure will 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 ﬁnancnal assets and Ilabllmes
are denominated other than in a company’s functlonal currency).

Most of the Group’s transactions are carried out in Pounds Sterling (£). Foreign currency risk is -
monitored closély‘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 JPY

) £ £ £ £ £ o £
As at 31 March 2022 ) o )
Financial assets in £ 955,650 49,969 18,504 409,717 - -~ 16,447
Financial liabilitiesin £ . (173,019) .(711,134) (540,273) (6,548) a - (394)
Net foreign currency o - ‘ :
risk . ) 782,631 (661,165) i521,769) 403,169 - (16,053)
As at 31 March 2021 _
‘Financial assets in £ 375,739 4,212 13,348 313 : - . -
Financial liabilities in £ (14,896) {139,592) (367,899) (55,994) (215) -
Net foreign currency . . ' ’ i
risk ’ 360,843 (135,380) (354,551) (55,681) (215) -

Foreign currency sensitivity analysis:

The following tables demonstrate the sensitivity toa reasonably possible change in foreign
 currency exchange rates. :

A 10 per cent movement in each of the Chinese Yuan (CNY), Euro (EUR), Hong Kong Dollar (HKS)
US Dollar (US$),New Zealand Dollar {NZ$) and Japanese Yen (JPY) would mcrease/(decrease) net
assets by the amounts shown below. This analysns assumes that all other variables, in particular -
interest rates, remam constant.

- CNY EUR HKS uss  NZ$ LY

: . : £ £ ' £ £ £ £
As at 31 March 2022 a ' -
Effect on net assets : ' ‘ .o : _ oo
Strengthened by 10% 78,263 (66,117) (52,177) 40,317 - (1,605)
Weakened by 10% - (78,263) 66,117 52,177 (40,317) ' - 1,605
-As at 31 March 2021
 Effect on net assets o « : . .
Strengthened by 10% 36,084 (13,538) (35,455) 5,568 (22) :

Weakened by 10% - . (36,084) 13,538 35455 . (5,568) 22 -
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Financial risk mahagement (conti'nued)‘

(d) Cash and cash equivalents
The Group assesses credit risk from its cash and cash equwalents ona 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. : :

(e) Trade receivables

Trade receivables are due from customers'and collectability 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 recelvables are current and the directors believe these receivables are.
collectible.

(f) Liquidity risk

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

e malntalnlng adequate cash reserves through the use of the Group’s cash from operations
and borrowmgs and

. contmuously monitoring prolected and actual cash flows to ensure the Group maintains an
appropnate amount of I|qu1d|ty

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

Less than 1 2to5 More than
year years 5 years Total
‘ £ £ - . £ ‘ £
Trade and other payables 3,597,110 " - -~ 3,597,110
Borrowings ; 62,092 1,390,035 - - 1,452,127
Leases (gross cash fldws) : 283,579 472,545 - - 756,124
‘Other liabilities 780,650 883;031 - 1,663,681
At 31 March 2022 ) : 4,723,431 . 2,745,611 - 7,469,042
Trade and other payab|es , 1,981,954 - - 1,981,054
Borrowings . : 709,574 ° 1,372,964 S 2,082,538
Leases (gross cash flows) 283,579 756,124 Co- 1,039,703
Other liabilities 522,003 67,576 - 589,579
At 31 March 2021 3,497,110 . 2,196,664 - . - . 5,692,874
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26. Notes to the statements of cash flows

. Net debt reconciliation:

27. Contingencies

Foreign

Opennjg - Cash flows exchange Closing balances
balances -
movements
. . £ £ £ £
_ Year ended 31 '
March 2022
Cash & cash 14,606,867 (10,534,514) (23,235) 4,049,118
equivalents : . : .
Right of use (972,994) 252,641 - (720,353)
lease liabilities )
Borrowings (2,082,538) 630,411 - (1,452,127)
Totals 11,551,335 (9,651,462) (23,235) 1,876,638
Year ended 31 - -
March 2021
Cash & cash 572,586 14,052,795 (18,514) - 14,606,367 .
equivalents _ .
 Right gf use (1,216,486) 243,492 - (972,994)
lease liabilities .
Borrowings (4,746,478) 2,663,940 - (2,082,538)
Directors’ ioans (499,511) 499,511 . - .-
Totals (5,889,889) 17,459,738 (18,514) 11,551,335

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

position.

28. Related party transactions

Amounts owed to related parties

The Group had the following amounts owed to relat’ed»partie's:

. ‘As at 31 March 2022, the Group had a n'et amount owing to related parties of £64,000 (31
March 2021: £Nil). 4 '
Each of the above balances were unsecured, interest-free and repayable on demand.

Services provided to/purchases from related parties

During the year ended 31 March 2022, the G
a related party. ‘

roup made £52,800 (2021:£nil) of consulténcy fees to-

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

87



SAMARKAND GROUP PLC

NOTES FORMING PART OF THE CONSOLIDATED.FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31-MARCH 2022

29. Material subsequent events

On the 15 August 2022 the Company issued 45,802 ordinary shares at £0.01 to satisfy the deferred
consideration element of the acquisition of Napiers the Herbalist.

30. Ultimate controlling party

As .ét 31 March 2022, Samarkand Group plc did not have ény one identifiable controlling party.
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. ASSETS
Investments ,
Amounts due from group undertakings
Non-current assets-

Amounts due-from group undertakings
Other receivables and prepayments
Cash and 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
Total liabilities

' Total liabilities and equity

The Parent Company ioss for the period was £10,232,136 (2021: £499,805)
f

Notes

31 March

31 March

2022 2021

£ £

353,400 353,400
9,907,815 - -
10,261,215 353,400
- 4,785,174

63,343 274,106
1,870,150 13,463,910
1,933,493 18,523,190
12,194,708 18,876,590
547,148 516,190
21,022,958 17,412,900
(10,731,941) (499,805)
10,838,165 17,429,285
" 1,236,485 1,176,304
1,236,485 1,176,304
47,728 170,605

© 72,330 100,396
120,058 271,001
'1,356,543 1,447,305
12,194,708 18,876,590

" The financial statements were approved by the board of directors.and authorised for'isspe on 2

Séptember 2022 and are signed on its behalf by:

David Hampstead A

-Director

~Compény Registration No. 13127277
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Loss and total comprehensive
. income for the period

Issue of shares

Balance at 31 March 2021

Loss and total comprehensive .

income for the period
Issue of shares

Balance at 31 March 2022

Share

Accumulate

Share " Total equity

capital premium dloss
£ £ £ £
- - {499,805) (499,805)
516,190 17,412,900 - 17,929,090
516,190 17,412,900 (499,805) 17,429,285
- - {10,232,136) (10,232,136)
30,958 . ‘3,610,058 - 3,641,016
547,148 21,022,958 10,838,165

. (10,731,941)
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Cash flows from operating activities

- Loss after taxation
Interest expensed ;
Provision against advances
Working capital adjustments:
Decrease/(Increase) in trade and other recelvables
(Increase)/decrease in trade and other payables

" Net cash used in operating activities

Cash flows from investing activities
Acquisition of subsidiary, net of cash acquired
Loans to subsidiariés

Net cash used in investing activities

- Cash flows from financing 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

S 91

31 March

" 31 March
2022 2021
' £
(10,232,136) (499,805)
160,181 -
9,144,918 2

210,763 (5,059,280)
(150,943) . 271,001
(967,217) (5,288,084)

- (353,400) -
(14,266,559) -
(14,266,559) (353,400)
- 3,691,906
- ~ (1,090,000)
3,641,016 16,503,488
3,641,016 19,105,394
1(11,593,760) 13,463,910
13,463,910 -

1,870,150

13,463,910
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1. Basis of prebaration

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

In preparing these financial statements the Company has taken advantage of available disclosure
exemptions available under FRS 102. Therefore, these financial statements do not include:

e - Nodisclosures in respect of the parent compény's income, expense, net gains and net losses
on financial instruments measured at amortised cost have been presented as equivalent dlsclosures
have been provided in respect of the Group as a whole;

. No disclosures 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 accoi’dancé with FRS 102 further disclosure exemptions have been adopted
because equivalent disclosures are included in the consolidated financial statements of Samarkand
Group plc. These ﬁnanc_ial statements do not include certain disclosures in respect of: '

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

. the reduirements’ of Section 11 Financial Instruments paragraphs 11.411(b), 11.41 (c), 11.41
(e), 11.41 (f), 11.42, 11.44 to 11.45, 11.47, 11.48(a)(iii), 11.48(a)(iv), 11.4${b) and 11.48( c¢);

. the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.27,
12.29(a), 12.29(b) and 12.29A;

e the requiremehts 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 preparing the financial statements and their effect are disclosed in note 3.

2. Accouhting 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. Financial 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 financial assets

Basic financial assets, which comprise of debtors, are initially medsured at transaction price including
transaction costs and are subsequently carried at amortised cost using the effective interest method
unless the arrangement constitutes a financing transaction, where the transaction is measured at
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the present 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
A\

Basic financial liabilities, inclUding trade creditors and bank loans, loans from fellow 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. ‘ ‘ o

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

Foreign currency translation
(@)  Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which the entity operates ('the functional currency').

(b)  Transactions and balances

Foreign currency transactions are translated into the Company's functional currency -using the
exchange rates prevailing ‘at the dates of the transactions. Foreign exchange gaihs and losses
resulting from the settlement of such transactions and from the translation at peridd-énd 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 expense'.

3. 'Criticél 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 policies and reported amounts. Estimates and judgements
are continually evaluated and are based on historical experience and other factors including

- expectations of future events that are believed to be reasonable under the circumstances. Actual
results may differ from these estimates. The estimates and assumptions which have significant risk .
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.

4. Investment in subsidiaries

o . ' : 31 March 2022 31 March 2021
] £ £
Investment in subsidiaries ‘ 353,400 353,400
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The Company’s investments are not impaired. Further details of the Corhpam/s subsidiaries are
contained in note 5. o :

5. Subsidiaries )
Details-of the Group’s subsidiaries as at 31 March 2022 are as follows:

Company Country of Registered office Princibal activity Percentage
 registration or ‘ . : ' of ordinary
incorporation , . shares held
Samarkand . Englaﬁd & Unit 13 & 14 Nelson Holding 100%
Holdings Limited Wales B Trading Estate, The company .
o ' - Ppath, Merton, London, ‘
SW19 38L
Forever Young England & . As above o UK & European’ 100%*
International - Wales . . . distribution
Limited
Samarkand . England &  As above ' eCommerce 100%*
Global Limited ~ Wales : provider . '
~New Silk Road England & As above . Inactive " 100%*
Brand - Wales ’ : : :
Management
Limited .
Immergruen England & .As above . UK distribution 100%*
Limited " . Wales ‘ ' _
Zita West England & - As-above : UK distribution _ 100%*
Products Limited ~ Wales : ' ‘
Babawest Ltd England & - As above ~ UKdistribution . 51%*
Wales
Napiers 1860 - Scotland 18 Bristo Place, UK distribution 100%*
Group Limited . -~ Edinburgh, Scotland, -
’ ‘ . - EH11EZ
The Edinburgh Scotland 18 Bristo Place, - UK distribution 100%*
Herbal : . Edinburgh, Scotland,
Dispensary ' . - EH11EZ
Limited :
Duncan Napier Scotland 18 Bristo Place, , . UK distribution - 100%*
Limited B Edinburgh, Scotland,
‘ - : EH11EZ -
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.Highland Herbs
Limited

Napiers Herbals
Limited

Samarkand

Global (Beijing)

Limited

Samarkand
Global (Japan)
KK -

‘Shanghai
Samarkand
Technology
Service Co., Ltd

Samarkand
Global HK
Limited

Shanghai
EastWest
Network
‘Technology Co.,.
Ltd

Shanghai

- Samarkand’
Import & Export
Trading Co. Ltd

*  held indirectly

.

Scotland

England &
Wales

‘People’s

Republic of
China

Japan

People’s
Republic of
China

Hong Kong

(SAR), China

People’s
Republic of
China

People’s -
Republic of
China

18 Bristo Place,
Edinburgh, Scotland,
EH1 1E2 '

Unit 13 & 14 Nelson
Trading Estate, The
Path, Merton, London,
SW193BL ~

.Room 107 No.701, 7t

Floor, Building 1
Westend, No. 100
Balizhuang, Chaoyang
District, Beijing’

2-2-10-605 Shinjuku
Shinjuku-ku Tokyo,
Japan ’
Room 205, N0.438

Pudian Road, China
{Shanghai) Pilot Free

. Trade Zone

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

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

Room 563, South 5th

Floor, No. 333,
Tianyuegiao Road,

Xuhui District, Shanghai,

China

.95

Inactive

- UK distribution

Administrative -

Administrative =

Administrative

Sale of goods
into Hong Kong

Technology
licensing

Chinese .

Distribution

100%*

100%*

100%*

100%*

100%*

100%*

100%*

100%*
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6. Other receivables and prepayments

Prepayments
Other receivables
Total other receivables and prepayments

7.  Trade and other payable§ -

Trade payables
Accruals
- Total trade and other payables

8.  Borrowings

Fixed rate secured loans

31 March 2022 31 March 2021
£ £
56,687 157,178
6,656 116,928
63,343 274,106
31 March ~ 31 March 2021
2022 :
4 £ £
. 47,728 170,605
72,330 100,396
120,058 271,001
31 March - 31 March
2022 2021
- £.
1,236,485 1,176,304

- 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 value is the par value of sq‘ch ‘Notes. Interest is fixed at 5% per annum.

The secured loan interest is settled on redemption.
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SAMARKAND GROUP PLC

NOTES FORMING PART OF THE COMPANY FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2022

9'. Share Capital

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

_ Number Share
of shares capital
. - No. - ) £
Issued share capital in Samarkand Holdings Ltd at ' .
1 April 2020 , . 176,700 1,767
Exchanged for shares in Samarkand Group plc (a 35,340,000 ‘ 353,400
Share issued on incorporation - o 1 : -
Shares issued on 22 March 2021 - 16,278,965 ‘ 162,790
) At 31 March 2021 _ ' 51,618,966 516,190 .
Shares issued on 4-May 2021 o b 357,977 3,580
Shares issued on 10 May 2021 - e) 2,737,840 - 27,378
At 31 March 2022 ' ‘ 54,714,783 547,148
(a) On 16 February 2021, the Company issued 35,340,000 ordinary shares of £0,01 each in exchange for the entire

share capital of Samarkand Holdings lelted on the basis of 1 ordinary share in Samarkand Holdings Limited for
- 200 shares in Samarkand Group plc

(b) On 4 May 2021, the Company issued 357,977 ordinary shares of £0.01 each as part of the consideration p‘aid for
the acquisition of the entire share capital of Zita West Products Limited and 51% of Babawest Ltd ’

(c) On 10 May 2021, the Company issued 2,737,840 ordinary shares for a total consideration of £3,148,516

10. Director’s remuneration

Details of Directors' and key management remuneration including that of the highest paid Director,
are set out in note 9 to the consolidated funancnal statements and on page 28 in the Corporate
Governance-Report.

11. Related party transactions

At 31 March 2022, the Company was owed by £19,052,733 (2021: £4, 785,174) by its subsidiaries
against which a provision of £9, 144,918 (2021: nil) has been made at the year end, Ieavmg a net
balance of £9,907, 815 (2021: £4,785 174) in the accounts..

12.  Post balance sheet events

On the 15 August 2022 the Company issued 45,802 ordmary shares at £0. 01 to satlsfy the deferred
~ corisideration element of the acquisition of Naplers the Herbalist.

13.. Ultimate parent undertaking and controlling perty
“Asat 31 March 2022, Samarkand Group plc did not have any one identifiable controlling party.
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