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CAPPFINITY LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

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

Fair review of the business

FY 2021 was an improved year for Cappfinity Limited, as we continued our recovery from the coronavirus pandemic,
nolwithstanding the 3-month lockdown of January through to March. Nonetheless, the company concluded the year with
revenue of £13.56m (up 29%) and an cperating loss (following further significant planned investment} of £0.39m (a reduction
in lass of 58% year on year),

Talent Technology Platform
FY 2021 saw the continued focus on the build of our talent technology platform, including specifically the launch of Tempe as
a fast and fair new assessment methodology, and the build out of capability in relation 1o our virtual events platform.

Principal risks and uncertainties
The principal risks and uncertainties faced by the company at the end of 2021 are as follows:

® The coronavirus pandemic and its associated lockdowns continue to have economic impact and to create planning
uncertainty, such as has been seen with the recent Omicron variant. As a result, there are still unknowns and
uncertainties that inevitably create risk in the future outlock for all companies, including Cappfinity.

* A major information securily breach or technology issue is one of our greatest risks, which is managed through
appropriate information security protocols including our compliance with accreditations for IS0 27001 and Cyber
Essentials Plus.

* Ensuring the successful deployment of growth capital to ensure that we deliver business growth and sustainable
increases in enterprise value continues to be a key risk that we are now managing following the EGP investment. This
is particularly the case as we adapt to being less-making in the short-term but work towards a medium- to long-term
path to sustainable profitability.

* Ensuring the successful delivery and commercial realisation of the talent technology platform, our major strategic
initiative for the future, and the focus of our growth equity investment.

® Managing our investment rates in the United States, as we navigate the growth of this key region through its early
stages.

® The change of our business model to focus mora on technology licences will continue to have an impact on short-term
revenue reccgnition but will ullimately benefit longer term revenue growth and enterprise value.

Coronavirus (COVID-19) Impact

As with all companies, Cappfinity continued to be impacted by the economic impact of lockdowns related to the coranavirus
pandemic. Our teams continued to be able to work remotely from home, and our business delivery models remained
predominantly online and virtual, so our business activity, while flexing to accommodate changing client requirements,
continued to operate despite the various lockdowns in the UK and elsewhere in the world. With the benefit of lockdown
experience, we were well-placed to navigate the changing conditions and restrictions that occurred throughout the year and
to respond to client needs appropriately.

Key performance indicators

The Group cperates a regular review of its KPlIs to track the performance of the business againsi plan and this is reported to
the Board on a monthly basis. Key KPI's include the level of bookings delivered, revenue growth, EBIT, and cash position
against plan. As noted above despite the impact of the coronavirus pandemic, Cappfinity delivered a strang performance in
2021:

* Total bookings were £14.8m an increase of 32% on 2020, with solid bookings throughout the year delivering both
strong financial results and a good opening order book for 2022.
Revenue grew by 29% to £13.56m due to strong delivery of customer projects.
Cost control reduced the operating loss to £6.39m, a reduction of 58%.

® Anincrease in cash to £11.2m (from £10.9m) as a result strong billing and efficient customer collections.




CAPPFINITY LIMITED

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

Other information and explanations

FY 2022 Qutlock
We start FY 2022 with a healthy cash position of £11.2m which underpins our growth plans and investment for the coming
vear, as well as providing a contingency against the principal risks and uncertainties noted ahove.

Strong bookings in 2021 should flow threugh into improved revenue performance in the early part of 2022. We have an
improving pipeline of opportunities both within our customer base and with potential new customers, as cur major markets
start to emerge from lockdown and the broader impact of the pandemic. However, as noted above, some level of unceartainty
remains for 2022.

We continue executing against our delivery roadmap for the talent technology platferm, with accelerated investment into
these technology builds using our investment capital on the balance sheet. Execution against this will be critical for our

success in FY 2022 and subsequent years, given the shift to technalogy subscriptions for the talent technology platform that
we are driving towards.

On behalf of the board

P A Linley
Director

22 September 2022




CAPPFINITY LIMITED

DIRECTORS® REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present their annual report and financial statements for the year ended 31 December 2021.

Principal activities
The principal activity of the group continued to be that of recruitment, development and transformation, and anline talent
assessment.

Information in relation to risks and uncertainties facing the group has been included in the Strategic Report rather than the
Directors' Report.

Results and dividends
The results for the year are set out on page 8.

Ordinary dividends were paid amounting to £86,000. The directors do nat recommend payment of a further dividend.

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

P A Linley

B S Jackson
N J Garcea

P S Clark

P Campbell

M Wells

Auditor
In accordance with the company's articles, a resolution praposing that Spencer Gardner Dickins Audit LLP he reappainted as
auditor of the group will be put at a General Meeting.

Strategic report

The group has chosen in accordance with Companies Act 2006, s. 414C(11) to set out in the group's strategic report
infarmation required by Large and Medium-sized Companies and Groups (Accnunts and Reports) Regulations 2008, Sch. 7
to be contained in the directors' report. It has done so in respect of review of performance and future developments.

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit informaticon
of which the auditor of the company is unaware. Additionally, the directors individually have taken all the necessary steps that
they ought to have taken as directors in order to make themselves aware of all relevant audit information and 1o establish that
the auditor of the company is aware of that infermation.

On behalf of the board

P A Linley
Director

22 September 2022




CAPPFINITY LIMITED

DIRECTORS® RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors are respeonsible for preparing the Annual Report and the financial statements in accordance with applicable law
and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
clected ta prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Acccunting 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 directers are required to:

hd select suitable accounting policies and then apply them consistently;

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

4 state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the ;

o prepare the on the going concern basis unless it is inappropriate to presume that the group and company will
continue in business.

The directors are respansible for keeping adequate accounting records that are sufficient to show and explain the group’s
and company’s transactions and disclose with reasonable accuracy at any time the financial position of the group and
company and enable them 1o ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the group and company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.




CAPPFINITY LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS GF CAPPFINITY LIMITED

Opinion

We have audited the financial statements of Cappfinity Limited {the 'parent company’) and its subsidiaries (the ‘group") for the
year ended 31 December 2021 which comprise the group statement of comprehensive income, the group balance sheet, the
company balance sheet, the group statement of changes in equity, the company statement of changes in equity, the group
statement of cash flows and notes to the financial statements, including significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards, including
FRS 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom Generally
Accepted Accounting Fractice).

In our opinion the financial statements:
. give a true and fair view of the state of the group's and the parent company's affairs as at 31 December 2021 and of
the group's loss for the year then ended;
have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
. have been prepared in accordance with the requirements of the Companies Act 20046,

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs {UK)) and applicable law. Our
responsibiliies under those standards are further described in the Auditor's responsibilities for the audit of the financial
statements secticn of our report. We are independent of the company in accerdance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our
other ethical responsibilities in accordance with these requirements, We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

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

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

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

Other information

The other information comprises the information included in the annual report other than the financial statements and our
auditor's report thereon. The directors are responsible for the other information contained within the annual report. Our
opinion ¢n the financial statements does not cover the other information and, except to the extent otherwise explicitly stated
in our report, we do not express any form of assurance conclusion thereon. Our respensibility is 1o read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge cbtained in the course of the audit, or octherwise appears 1o be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether this gives rise to a material
misstatement in the financial statements themselves. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:
* the information given in the strategic report and the directors' report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and
* the strategic report and the directors' report have been prepared In accerdance with applicable legal requirements.




CAPPFINITY LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS GF CAPPFINITY LIMITED

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the group and the parent company and its environment obtained in the
course of the audit, we have not identified material misstatements in the strategic report and the directors' report.

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

A adequate accounting records have not been kept by the parent company. or returns adequate for our audit have not
been received from branches not visited by us; or
the parent company financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
. we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained moare fully in the directors' responsibilities staternent, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material misstaterment, whether
due to fraud or error. In preparing the financial statements, the directors are responsible for assessing the parent company's
ability to continue as a going concern, disclosing, as applicable, matiers related to going concern and using the going concern
basis of accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our ohjectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due te fraud or error, and to issue an auditor's report that includes cur opinion. Reasonable assurance
is a high level of assurance but is not a guarantee that an audit conducted in agcordance 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 decisicons 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, oullined above, to detect material misstatements in respect of irregularities, including fraud. The extent to
which aur procedures are capable of detecting irregularities, including fraud, is detailed below;

- Enquiring of management and those charged with governance around actual and potential litigation and claims;
- Enguiring of entity staff to identify any instances of non-compliance with laws and regulations;
- Reviewing minutes of meetings of those charged with governance;

- We performed testing on the financial statement disclosures to supporting documentation, perfarming substantive testing on
account balances which were considered 10 be a greater risk of susceptibility to fraud and to assess compliance with
applicable laws and regulations.

- Performing audil work over the risk of management override of controls, including testing of journal entries and other
adjustments for appropriateness, evaluating the business rationale of significant transactions outside the normal course of
business and reviewing accounting estimates for bias.

Because of the inherent limitations of an audit, there is a risk that we will not detect all irregularities, including those leading to
a material misstatement in the financial statements or non-compliance with regulation. This risk increases the more that
compliance with a law or regulation is removed from the events and transactions reflected in the financial statements, as we
will be less likely to become aware of instances of non-compliance. The risk is also greater regarding irregularities occurring
due to fraud rather than error, as fraud involves intentional concealment, forgery, callusion, omission or misrepresentation.

A further description of our respansibilities is available on the Financial Reporting Council's website at:
https:/www fre.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

-5-




CAPPFINITY LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS GF CAPPFINITY LIMITED

Use of our report

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

Susan Thomas-Walls BSc BFP FCA {Senior Statutory Auditor)
For and on behalf of Spencer Gardner Dickins Audit LLP 27 September 2022

Chartered Accountants

Statutory Auditor 3 Coventry Innovation Village
Cheetah Road
Coventry
Cv12TL




CAPPFINITY LIMITED

GROUP STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

2021
Notes £
Turnover 3 13,559,428
Administrative expenses {13,247,235)
Other operating income 12
Operating loss 4 (387,799)
Interest receivable and similar income 8 1,992
Interest payable and similar expenses 9 -
Loss before taxation (385,803)
Tax on loss 10 -
Loss for the financial year 22 (385,803)
Other comprehensive income
Currancy translation differences 1,216
Total comprehensive income for the year (384,587}

Loss for the financial year is all attributable to the owners of the parent company.

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

2020

£

10,530,656
{11,564,707)

113,909
(920,142)

16,711
{33)

(903.,464)
275,376

(628,088)

28,132

(599,956)




CAPPFINITY LIMITED

GROUP BALANCE SHEET
AS AT 31 DECEMBER 2021

Fixed assets
Goodwill
Tangible assets

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Net assets

Capital and reserves
Called up share capital
Share premium account
Other reserves

Prafit and loss reserves

Total equity

Notes

12
13

16

17

21
22
22
22

2021
£ £
109,937
574,288
684,225
2,272,370
11,183,599
13,455,969
(6,354,843)
7,101,126
7,785,351
860
9,849,698
(449,925)
(1,615,282)
7,785,351

2020

2,163,397

10,898,653

13,062,050

(5,551,489)

168,572
586,805

795,377

7,510,561

8,265,938

860
9,849,608
(449,925)

{1,134,695)

8,265,938

The financial statements were appraved by the board of directors and authorised for issue on 22 September 2022 and are

signed on its behalf by:

P A Linley
Director




CAPPFINITY LIMITED

COMPANY BALANCE SHEET
AS AT 31 DECEMBER 2021

Fixed assets
Goodwill
Tangible assets
Invesiments

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Net assets

Capital and reserves
Called up share capital
Share premium account
Other reserves

Prafit and loss reserves

Total equity

Notes

12
13
14

16

17

21
22
22
22

2021

109,937
564,469

89
674,495

4,180,513

10,469,018

14,649,531

(5,607,520)

9,042,011

9,716,508

860
9,849,698
(449 925)
315,873

9,716,506

2020

4,190,702

10,024,938

14,215,640

(5,194,430)

168,572
583,623
89

752,284

9,021,210

9,773,494

860

9,549,698
(449,925)

372,861

9,773,494

As permitted by s408 Companies Act 2006, the company has not presented its own profit and loss account and related notes.
The company's profit for the year was £39,012 (2020 - £241,983 loss).

The financial statements were appraved by the board of directors and authorised for issue on 22 September 2022 and are

signed on its behalf by:

P A Linley
Director

Company Registration No. 06802155

-10 -




CAPPFINITY LIMITED

GROUP STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

Share capital Share OtheProfit and loss Total
premium reserves reserves
account
Notes £ £ £ £ £
Balance at 1 January 2020 860 9,849,698 {449,925) 113,261 9,513,894
Year ended 31 December 2020:
Loss for the year - - - {628,088) (628,088)
Other comprehensive income:
Currency translation differences - - - 28,132 28,132
Total comprehensive income for the year - {599,956) (599,956)
Dividends 11 - - - (648,000) (648,000)
Balance at 31 December 2020 860 9,849,698 (449,925) (1,134,695) 8,265,938
Year ended 31 December 2021:
Loss for the year - - - (385,803) (385,803)
Other comprehensive income:
Currency translation differences - - - 1,216 1,216
Total comprehensive income for the vear - - - (384,587) (384,587)
Dividends 1" - - - (96,000) (96,000)
Balance at 31 December 2021 860 9,849,698 (449,925) (1.615,282) 7,785351

11 -




CAPPFINITY LIMITED

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

Balance at 1 January 2020

Year ended 31 December 2020:

Loss and tolal comprehensive income for
the year

Dividends

Balance at 31 December 2020
Year ended 31 December 2021:
Profit and total comprehensive income for

the year
Dividends

Balance at 31 December 2021

Share capital Share OtheProfit and loss Total
premium reserves reserves
account

Notes £ £ £ £ £
860 9,849,698 (449,925) 1,262,844 10,663.477

- - - (241.983) (241,983)

11 - - - (648,000) (648,000)
8680 9,849,698 {449,925) 372,861 9,773,494
- - - 39,012 39,012

1 - - - (96,000) (96,000)
860 9,849,698 (449,925) 315,873 9,716,506

12 -




CAPPFINITY LIMITED

GROUP STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2021

Cash flows from operating activities
Cash generated from operations

Interest paic

Income taxes (paid)refunded

Net cash inflow from operating activities
Investing activities

Purchase of tangible fixed assels

Interest received

Net cash used in investing activities

Financing activities
Dividends paid to equity shareholders

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Notes

28

2021

£ £
490,756
490,756

(111,802)

1,992
(109,810}

[95,000)
(98,000}
284,946
10,898,653
11,183,509

2020

811,614
(33)
897,351
1,708,932
(59,522)

16,711

(42,811)

(464,000)
(464,000)

1,202,121

9,696,532

10,898,653

-13 -




CAPPFINITY LIMITED

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

1 Accounting policies

Company information
Cappfinity Limited (“the company”} is a private limited company domiciled and incorporated in England and Wales. The
registered office is 2230 - 2235 Ragents Court, The Crescent, Birmingham Business Park, Birmingham, B37 7YE.

The group consists of Cappfinity Limited and all of its subsidiaries.

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

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

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

The company has taken advantage of the exemption from the requirements of Section 7 Statement of Cash Flows and
Section 3 Financial Statement Presentation paragraph 3.17 on the basis that it is a qualifying entity and that the resulis
of the company are included in the group statement of cash flows.

1.2 Basis of consolidation
The consolidated financial statements incorporate those of Cappfinity Limited and all of its subsidiaries (ie entities that
the group controls through its power to govern the financial and operating policies sc as to obtain economic benefits).
Subsidiaries acquired during the year are consolidated using the purchase method. Their results are incomorated from
the date that control passes.

All financial statements are made up to 31 December 2021.

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

1.3 Going concern
The group has been able to adapt to changing client circumstances which has meant the group has not only been able
to continue to generate sales during the pandemic but also to increase turnover when compared to the prior year.
Furthermore the level of losses have reduced and the group has been able to generate cash of £285k resulting in a
healthy cash balance of £11.2m at the year end. The directors are therefore confident that the group has adequate
resources and working capital to continue in operational existence for the foreseeable future. Thus the directors
continue to adopt the going concern basis of accounting in preparing the financial statements.

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

Revenue from the sale of goeds is recognised when the significant risks and rewards of ownership of the geeds have
passed to the buyar (usually on dispatch of the goods), the amount of revenus can be measured reliably, it is probable
that the econemic benefits associated with the transaction wil flow to the enlity and the costs incurred or to be incurred
in respect of the transaction can be measured reliably.

14 -




CAPPFINITY LIMITED

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

15

1.6

1.7

18

19

Accounting policies (Continued)

Revenue from contracts for the provision of professicnal services is recognised by reference to the stage of completion
when the stage of completion, costs incurred and costs to complete can be astimated reliably. The stage of completion
is calculated by comparing costs incurrad, mainly in relation te contractual hourly staff rates and materials, as a
proportion of total costs and also with reference to management estimates of work completed but not billed and work
billed but not completed. Where the outcome cannot be estimated reliably, revenue is recognised only to the extent of
the expenses recagnised that it is probable will he recoverad.

Research and development expenditure
Research expenditure is written off against profits in the year in which it is incurred.

Intangible fixed assets - goodwill

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

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

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

Freehold land and buildings 2% straight line
Leasehold improvements 20% straight line
Computer equipment and website costs 50% straight line

The gain or loss arising on the disposal of an asset is determined as the difference hetween the sale proceeds and the
carrying value of the asset, and is recognised in the profit anc loss account.

Fixed asset investments
In the parent company financial statements, investments in subsidiaries are initially measured at cost and
subsequenily measured at cost less any accumulated impairment losses.

A subsidiary is an entity controlled by the group. Control is the power to govern the financial and operating policies of
the entity so as to obtain benefits from its activities.

Impairment of fixed assets

At each reperting period end date, the group reviews the carrying amounts of its tangikle and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment lass (if
any).

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

Cash at bank and in hand
Cash at bank and in hand are basic financial assets and include cash in hand, deposits held at call with banks and
bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

-15 -




CAPPFINITY LIMITED

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

1.13

1.14

Accounting policies (Continued)

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

Financial instruments are recognised in the group’s balance sheet when the group becomes party to the contractual
provisions of the instrument.

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

Debtors and creditors with no stated interest rate and receivable or payable within one year are recorded at transaction
price. Any losses arising from impairment are recognised in the profit and loss account in other administrative
expenses.

Equity instruments
Equity instruments issued by the group are recorded at the proceeds received, net of transaction costs. Dividends
payable on equity instruments are recognised as liabilities once they are no longer at the discretion of the group.

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

Current tax

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

Deferred fax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are recognised to the
extent that it is prchable that they will be recovered against the reversal of deferred tax liabilities or other future taxable
profits. Such assets and liabilities are not recognised if the timing difference arises from goodwill or from the initial
recognition of other assets and liahilities in a transaction that affects neither the tax prefit nar the accounting profit.

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

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense.

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

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

1.15

Accounting policies (Continued)

The company cperates an employee benefit trust (EBT) and has de facto centrol of the shares held by the trust and
bears their benefits and risks. The group and company records assets and liabilities of the trust as its own.
Consideration paid by the EBT scheme for shares of the company is deducted from equity. Finance costs and
administrative expenses incurred by the campany in relation to the EBT are recognised on an accruals basis.

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

Share-based payments

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

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

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

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

Government grants

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

A grant that specifies performance conditions is recognised in income when the performance conditions are met.
Where a grant does not specify performance conditions it is recognised in income when the proceeds are received or
receivable. A grant received before the recognition criteria are satisfied is recognised as a liability.

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the dates of
the transactions. At each reporting end date, monetary assets and liabiliies that are denominated in foreign currencies
are retranglated at the rates prevailing on the reporting end date. Gains and losses arising on tranglation in the period
are included in profit or loss.
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CAPPFINITY LIMITED

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

2 Judgements and key sources of estimation uncertainty

In the applicaticn of the group’s accounting policies, the directors are required to make judgemsants, estimates and
assumptions about the carrying amount of assets and liabilities that are not readily apparent frem other sources. The
estimates and associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

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

Critical judgements

The following judgements, estimates and assumptions which have had the most significant effect on amounts
recognised in the financial statements and which have a significant risk of causing a material adjustment to the carrying
amount of assets and liabiliies are as follows.

Operating lease commitments

As a lessee, lhe Group oblains the use of properly, plant and equipment. The classilicalion of such leases as operaling
or finance lease requires the Group to determine, based on an evaluation of the terms and conditions of the
arrangements, whether it retains or acquires the significant risks and rewards of ownership of these assets and
accordingly whether the lease requires an asset and liability to be recognised in the statement of financial position.

Useful economic life of non current assets

Management estimate the useful econemic life of non current assets based on the period over which the assetis
expected to be used and provide for depreciation accordingly. Where an indication of impairment is identified the
estimation of recoverable value requires estimation.

Deferred fax
Management estimation is required to determine the amount of deferred tax assets that can be recognised, based
upen likely timing and level of future taxable profits.

Accrued and deferred income

In recognising accrued income in the financial statements management estimate work completed but not billed to the
client. In recagnising deferred income in the financial statements management estimate work billed to the client but not
completed. These estimates are based on stage of completion of project contracts, project knowledge and professional
judgement.

3 Turnecver and other revenue

An analysis of the group’s turnover is as follows:

2021 2020
£ £

Turnover analysed by geographical market
United Kingdom 11,816,980 9,427,005
United States of America 769,877 368,388
Australia 805,178 697,098
Ireland 167,393 38,165

13,559,428 10,530,656
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CAPPFINITY LIMITED

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

3 Turnever and other revenue

Other significant revenue
Interest income

Royalty income

Grants received

Other sundry income

4 Operating loss

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

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

Research and development costs

Government grants

Depreciation of owned tangible fixed assets

(Profit)/loss on disposal of tangible fixed assets

Amorlisation of intangible assets

Operating lease charges

§ Auditor’s remuneration
Fees payable to the company's auditor and associates:
For audit services

Audit of the financial statements of the group and company
Audit of the financial statements of the company's subsidiaries

For other services
Taxation compliance services
All other non-audit services

(Continued)

2021 2020

£ £

1,992 16,711
12 16

- 113,150

- 743

2021 2020

£ £
19,302 36,778
267,301 1,235,890
- (113,150)
124,336 181,161
. 2,501
58,635 58,635
638,078 525,689
2021 2020

£ £
16,500 11,800
3,500 2,580
20,000 14,480
525 500
11,946 15,424
12471 15,944
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CAPPFINITY LIMITED

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

[} Employees

The average menthly number of persons {including directors) employed by the group and cempany during the year

was:

Their aggregate remuneration comprised:

Wages and salaries
Social security costs
Pansion cosis

7 Directors’ remuneration

Remuneration for qualifying services

Company pension contributions to defined contributicn schemes

Group Company
2021 2020 2021 2020
Number Number Number Number
238 210 226 204
Group Company
2021 2020 2021 2020
£ £ £ £
9,060,988 7,283,700 8,103,946 6,674,898
909,334 694,733 866,961 668,070
385,116 363,181 351,506 336,831
10,355,438 8,341,614 9,328,156 7,679,799
2021 2020
£ £
1,142,979 513,428
31,072 35,620
1,174,051 549,048

The number of directors for whom retirement benefits are accruing under defined contribution schemes amounted tc 4

(2020 - 4).

Remuneration disclosed abave includes the following amounts paid to the highest paid director:

Remuneration for qualifying services

Company pension contributions to defined contribution schemes

2021
£

281,347
9,302

2020
£

245,457
9,180
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

10

Interest receivable and similar income

Interest income
Interest on bank deposits
Cther interest income

Total income

Investment income includes the following:

Interest on financial assets not measured at fair value through profit or loss

Interest payable and similar expenses

Interest on financial liabilities measured at amoertised cost:
Interest on bank overdrafts and loans

Taxation

Current tax
UK corporation tax on profits for the current period

2021

1,723
269

1,992

1,723

2021

2021

2020
15,644
1,067

16,711

15,644

2020

33

2020

(275,376)

The actual charge/(credit) for the year can be recongciled 1o the expected credit for the year based on the profit or loss

and the standard rate of tax as follows:

Loss hefore taxation

Expected tax credit based on the standard rate of corporation tax in the UK of

19.00% (2020: 19.00%)

Tax effect of expenses that are not deductible in determining taxable profit
Unutilised tax losses carried forward

Research and development tax cradit

Super deduction

Losses not provided for

Deferred Tax PYA

Taxation charge/(credit)

2021
£

(385,803)

(73,303)
23,978
80.510

(4,752)
(2,416)

(24,017)

2020

(903,464)

(171,658)
92,019
24,017

(219,754)

(275,376)
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FOR THE YEAR ENDED 31 DECEMBER 2021

1"

12

Dividends

Recognised as distributions ta equity holders:

Dividends payahe
Intangible fixed assets
Group

Cost
At 1 January 2021 and 31 December 2021

Amortisation and impairment
At 1 January 2021
Amorlisation charged for the year

At 31 Decamber 2021

Carrying amount
At 31 December 2021

At 31 December 2020

Company

Cost
At 1 January 2021 and 31 December 2021

Amortisation and impairment
At 1 January 2021
Amoriisation charged for the year

At 31 December 2021

Carrylng amount
At 31 December 2021

At 31 December 2020

2021

96,000

2020

648,000

Goodwill
£

285,637

117,065
58,635

175,700

109,937

168,572

Goodwill
£

285,637

117,065
58,635

175,700

108,937

168,572
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13 Tangible fixed assets

Group Freehold land Leasehold Computer Total
and buildings improvements equipment and
website costs

£ £ £ £
Cost
At 1 January 2021 451,850 246,910 611,371 1,310,131
Additions - - 111,801 111,801
Exchange adjustments - - {34) (34)
At 31 December 2021 451,850 246,910 723,138 1,421,898
Depreciation and impairment
At 1 January 2021 30,123 146,768 546,435 723,326
Depreciation charged in the year 8,037 49,383 65,816 124,336
Exchange adjustments - - {52) (52)
At 31 December 2021 39,160 196,151 612,299 847.610
Carrying amount
At 31 December 2021 412,690 50,759 110,839 574,288
At 31 December 2020 421,727 100,142 64,936 586,805
Company Freeheld land Leasehaold Computer Total

and buildings improvements cquipment and
website costs

£ £ £ £
Cost
At 1 January 2021 451,850 246,210 603,505 1,302,265
Additions - - 100,624 100.694
At 31 December 2021 451,850 248,210 704,199 1,402,959
Depreciation and impairment
At 1 January 2021 30,123 146,768 541,751 718,642
Depreciation charged in the year 9,037 49,383 61,428 119,848
At 31 December 2021 39,180 196,151 603,179 838,490
Carrying amount
At 31 December 2021 412,690 50,759 101,020 564,469
At 31 December 2020 421,727 100,142 61,754 583,623
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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14  Fixed asset investments

Group Company
2021 2020 2021 2020
Notes £ £ £ £
Invesiments in subsidiaries 15 - - 89 89
- - 89 89

Movements in fixed asset investments
Company Shares in group
undertakings

£
Cost or valuation
At 1 January 2021 and 31 December 2021 89
Carrying amount
At 31 December 2021 89
At 31 December 2020 89
15  Subsidiaries
Details of the company's subsidiaries at 31 December 2021 are as follows:
Name of undertaking Address Class of % Held
shares held Direct
Cappfinity Inc. 1. Ordinary 100.00
Cappfinity PTY Ltd (Previously Capp Australia Pty Ltd) 2. Ordinary 100.00
Capp & Co (Psychology) Limited 3. Ordinary 100.00
Cappfinity Ireland Limited 4. COrdinary 100.00
Cappfinity (Shanghai) Technology Co.Ltd 5 Ordinary 100.00

Regislered oflice addresses:

450 Lexington Avenue, New York, NY 10017 USA

Level 2, 383 George Street, Sydney, NSV 2000, Australia

2230-2235 Regents Court The Crescent, Birmingham Business Park, Birmingham, B37 7YE, UK
Suite 508, The Capel Building, Mary's Abbey, Smithfield, Dublin, DO7 WD23, Ireland.

Room 501-7199, No.1566, Yan'an Wesi Road, Changning District Shanghai, P R China.

th I W R =
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

16  Debtors
Group Company
2021 2020 2021 2020
Amounts falling due within one year: £ £ £ £
Trade debtors 1,235,769 1,331,954 1,208,429 1,084,434
Corporation tax recoverable 275,376 275,376 275,376 275,376
Amounts owed by group undertakings - - 2,082,616 2,341,402
Other debtors 22,561 6,540 3,458 6,225
Prepayments and accrued income 738,664 549,527 610,634 483,265
2272370 2,163,397 4,180,513 4,190,702
17 Creditors: amounts falling due within one year
Group Company
2021 2020 2021 2020
Notes £ £ £ £
Trade crediters 187,878 132,510 183,093 111,583
Amounts owed to group undertakings - - 1 1
QOther taxation and social security 422,298 982,639 876,619 935,367
Deferred income 18 4,335,131 3,598,394 3,717,801 3,391,568
Other creditors 24,366 24,090 22,327 21,543
Accruals 885,170 813,856 807,679 734,368
6,354,843 5,551,489 5,607,520 5,194,430
18  Deferred income
Group Company
2021 2020 2021 2020
£ £ £ £
Other deferred income 4,335,131 3,598,394 3,717,801 3,391,568
19  Retirement benefit schemes
2021 2020
Defined contribution schemes £ £
Charge to profit or loss in respect of defined contribution schemes 385,116 363,181

A defined contributicn pension scheme is operated for all qualifying employees. The assets of the schame are held
separately from those of the group in an independently administered fund.
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20 Share-based payment transactions

Group and company Number of share options Weighted average exercise
price
2021 2020 201 2020
Number Number £ £
Outstanding at 1 January 2021 18,749 14,826 84.63 61.29
Granted 781 3,923 175.00 172.85
Cutstanding at 31 December 2021 19,530 18,749 84.63 84.63

Exercisable at 31 December 2021

Included in the options outstanding at 31 December 2021, are 9,969 share options with an exercise price of £5.89, and
a remaining contractual life of 5.5 years.

4,857 options have an exercise price of £175, and a remaining contractual life of 7.5 years.
2,604 options have an exercise price of £175, and a remaining contractual life of 8.5 years.
1,319 options have an exercise price of $227.50 (£168.80), and a remaining contractual life of 9 years.

781 options have an exercise price of £175 and a remaining contractual life of 8.75 years.

Shares granted

In July 2019, 6,000 share options were granted with a weighted average exercise price of £175, via an Enterprise
Management Incentive scheme.

In April 2020, 2,604 share options were granted with a weighted average exercise price of £175, via an unapproved
share incentive scheme.

In December 2020, 1,319 share aptions were grarted with a weighted average exercise price of $227.50 (E168.60), via
a share incentive scheme far US amployees.

In September 2021, 781 share opticns were granted with a weighted average exercise price of 3175, via a share
incentive scheme for Australian employees.

Shares forfeited

In September 2019, 1,143 share options with a weighted average exercise price of £175 were forfeited.
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21 Share capital
Group and company

2021 2020
Ordinary share capital £ £
Issued and fully paid
188,572 Ordinary A shares of 0.1p each 188 188
600 Ordinary B shares of £1 each 600 600
2,571 Ordinary C shares of 0.1p each 3 3
68,571 Redeemable D preferred shares of 0.1p each 69 69
860 860

All of the company's shares carry equal rights to income. The company's Ordinary A, B and C shares carry equal voting
rights and rights to capital on winding up. The corrpany's Redeemable D preferred shares carry voting rights and rights
to capital as specified in the company's Articles of Association.

The Redeemable D preferred shares are redeemable after 6 March 2024 at the discretion of the holder of the majority
of D preferred shares.

22 Reserves

The share premium reserve represents the excess of consideration received for the company's share capital over and
above their nominal value less any costs of issuing those shares.

Retained Earnings represents the retained profit of the group since its inception.

Other reserves represents shares that the Capp & Co Employee Benefit Trust holds in Cappfinity Limited.

23  Operating lease commitments

Lessee

At the reporting end date the group had outstanding commitments for fulure minimum lease payments under
non-cancellable operating leases, which fall due as follows:

Group Company
2021 2020 2021 2020
£ £ £ £
Within one year 354,718 108,490 329,800 107,613
Between two and five years 348,000 81,900 348,000 81,800

702,718 191,390 677,900 189,513
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24  Related party transactions

Remuneration of key management personnel
The remuneration of key management personnel is as follows.

Aggregate compensation

Transactions with related parties

During the year the group entered into the following transactions with related parties:

Rentals payable

2021
£
Group
Other related parties 98,280
Company
Other related parties 98,280

2020
£

98,280

98,230

2021 2020
£ £

452,735 374,320

Consultancy Services

2021 2020
£ £
- 18,900

- 18,900

Other information

The company has taken advantage of the exemption under the terms of FRS102 nct to disclose related party

transactions with wholly owned subsidiaries within the group.
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25

26

27

28

Intermediary

The parent company of the group is a spensoring entity for the intermediary CAPP & Co Limited Employee Benefit

Trust. The assets and liabilities of the intermediary are presented within the results of the sponsoring entity and any
transactions hetween both entities have heen voided for the purpese of the financial statements.
The inclusion of the intermediary has resulted in the fellowing adjustments to the group and company figures:

- £4 978 decreasa in profit and loss raserves
- £449,925 decrease in other reserves

- £817,772 increase in cash

-£13,092 loss for the year

Cash generated from group operations

Loss for the year after tax

Adjustments for:

Taxation charged/{credited)

Finance costs

Invesiment income

(Gain}loss on disposal of tangible fixed assets
Amoriisation and impairment of intangible assets
Depreciation and impairment of tangible fixed assets
Currency translation differences on consolidation

Movements in working capital:
Increase in debtors
Increase in creditors

Cash generated from operations

Analysis of changes in net funds - group

Cash at bank and in hand

Analysis of changes in net funds - company

Cash at bank and in hand

2021 2020

£ £
{402,545) (628,088)
- (275,376)

- 33
{1,002) {(16,711)

- 2,501

58,635 58,635

124,336 181,161

1,198 27,976

(92,230) 899,558

803,354 561,925

490,756 811,614

1 January 2021 Cash flows 31 December
2021

£ £ £
10,898,653 284,946 11,183,599
1 January 2021 Cash flows 31 December
2021

£ £ £
10,024,938 444,080 10,469,018
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