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Final Results

 
A transformational year and primed to scale

 
C loudCoCo (AI M: C LCO ), a  leading UK  provider of Managed I T services  and communica�ons solu�ons to private and publ ic
sector organisations, i s  pleased announce i ts  ful l  year results  for the year ended 30 September 2022 ("FY 2022").
 
Financial highlights:
 

·   Revenue increased by 198% to £24.2 mi l l ion (2021: £8.1 mi l l ion), of which 67% was generated from
recurring contracts  (2021: 62%)

·   Gross  profi t increased by 147% to £7.9 mi l l ion (2021: £3.2 mi l l ion), a  margin of 33% (2021: 40%)
·   Trading Group EBITDA1 increased by 129% to £1.6 mi l l ion (2021: £0.7 mi l l ion)
·   Adjusted Trading Group EBITDA2 of £1.1 mi l l ion (2021:£0.7 mi l l ion) a>er the impact of £0.5 mi l l ion of

data centre contracts  in the acquired Connect bus iness  as  IFRS 16 right of use assets
·   P re-tax loss  of £2.6 mi l l ion (2021: loss  of £2.0 mi l l ion) a>er combined amor�sa�on and deprecia�on

costs  of £2.0 mi l l ion (2021: 1.1 mi l l ion)
·   Cash at bank of £1.5 mi l l ion at 30 September 2022 (2021: £1.2 mi l l ion)
·   Net assets  of £3.0 mi l l ion at 30 September 2022 (2021: £5.2 mi l l ion)

 
Operational highlights:
 

·   Record submiEed sales  performance for the Group, del ivering a  Total  Contract Value3 of £15.7
mi l l ion (2021: £5.2 mi l l ion)

·   39 new customers  added in the year (2021: 34)
·   New mul�-year customer wins  including Wal l  Street Docs, Healthcare Q ual i ty I mprovement

Partnership, St. John Ambulance and Abbott Laboratories
·   Successful  integration of the four acquired bus inesses
·   Key senior appointments  across  the Group including Head of People and, post-period, Group

Commercial  Director and Vendor Al l iance Manager.
·   MoreComputers  rebranded to MoreCoCo and consumer and B2B ecommerce website launched
·   CloudCoCo Sales  Academy launched to cultivate homegrown talent and support revenue growth
·   Launch of Project IGNITE, a  programme to accelerate pipel ine bui ld and organic growth

1 profit or loss before net finance costs, tax, depreciation, amortisation, plc costs, exceptional costs and share-based payments                
2 Trading Group EBITDA1 adjusted following deduction of the IFRS 16 data centre depreciation charge  
3 TCV measures the total revenue that we expect to generate from new customer contracts signed in the year over their contractual term.

Mark Halpin, CEO of CloudCoCo, commented:

 
"O ur central focus during the year centred around the swi� and effec�ve integra�on of the four acquisi�ons made in the second
half of 2021, while also making sure the group was advancing as a single, unified unit.
 
Through this process, we have taken important steps to rationalise our cost base and uncovered the significant potential we saw
in these acquisi�ons. I am delighted to see the results of the hard work of all our teams in achieving this transforma�on and
would like to thank all our colleagues for their vital support during the period.
 
Now a stronger and leaner ou'it, we remain excited by the trajectory ahead for the business. O ur market opportunity remains
vast, underpinned by the significant capabili�es and synergies unlocked through acquisi�on and integra�on and our
investments into our sales func�ons. O n this basis, we remain focused on driving our organic growth alongside iden�fying and
executing on strategic M&A opportunities to accelerate our growth and deliver shareholder value."
 
The Company's  Annual  Report wi l l  be avai lable on the Company's  website by 17 March 2023 and wi l l  be posted to
shareholders  a long with notice of the Annual  General  Meeting to be held on 6 Apri l  2023.
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About CloudCoCo
 
Supported by a  team of industry experts  and harness ing a  diverse ecosystem of partnerships  with blue-chip technology
vendors , C loudCoCo makes  i t easy for private and publ ic sector organisa�ons to work smarter, faster and more securely by
providing a  s ingle point of purchase for their Connec�vity, Mul�-Cloud, Col labora�on, Cyber Securi ty, I T Hardware,
Licencing, Support and Profess ional  Services .
 
CloudCoCo has  headquarters  in Leeds  and regional  offices  in Warrington, Sheffield and Bournemouth.
www.cloudcoco.co.uk

 

Chairman's statement

I  am pleased to report our annual  results  for the year ended 30 September 2022.

We approached the year with a  focus  on three key areas:

·    to accelerate sales ;
·    to maintain excel lent support levels ; and
·    to drive efficiencies  and strengthen financial  pos ition.

An addi�onal  priori ty was  the accelerated 'Get Wel l ' programme for the Group's  newly acquired bus inesses , with a
particular emphasis  on managing costs , driving efficiencies  and real is ing the synergy benefi ts  across  these bus inesses. We
undertook this  strategy with a  view to supporting long-term, sustainable and profi table growth across  the bus iness .     

I  am therefore del ighted to report an increase in Trading Group EBITDA1 to £1.6 mi l l ion (2021: £0.7 mi l l ion).

People

Through the major steps  taken to grow the bus iness  in the last two years , C loudCoCo now comprises  over 125 talented
people. I  am del ighted that a l l  parts  of the bus iness  worked col labora�vely through the necessary ini�a�ves  to operate as
a s ingle, cohes ive bus iness  and I would l ike to thank al l  col leagues  for their efforts .

O ne of the s ignificant mi lestones  during the year was  the acquis i�on of C loudCoCo Connect Limited ("the Connect
bus iness"), acquired as  I D E Group Connect Limited in O ctober 2021 and the subsequent and successful  execu�on of the
internal  project known as  "P roject 150", a  strategy des igned to generate £150k per month of addi�onal  benefit from sales
and cost savings  for the enlarged bus iness . This  was  a  col labora�ve effort from everyone involved where al l  ideas  were
welcome and I'm del ighted with the outcome.

I n view of the s ignificantly expanded team and proposi�on as  a  result of our acquis i�ons, the Group also made key
appointments  to oversee the continued expansion of the bus iness . 

Post-period end, in O ctober 2022, we promoted internal ly to create a  new role of Group Commercial  D irector (a  non-board
posi�on) to consol idate our vendor and partnership rela�onships  and ensure we obtain best price and cons istent del ivery
of service from our third-party suppl iers . This  has  progressed wel l  with the additional  hire of a  Vendor Al l iance Manager to
concentrate on sol idi fying our strategic relationships  with key providers  within our ecosystem. 

We also appointed a Head of People (a  non-board pos ition) to ensure the right people systems and practices  are in place to
support growth and to promote our col laborative, inclus ive and high-performance culture.        

W ith a  view to cul�va�ng homegrown talent and to contribute to the accelera�on of our organic revenue growth, in July
2022 we launched our CloudCoCo sales  academy. Ini tia l ly compris ing five entry-level  sales  staff, the academy has  proven a
great success  and I look forward to seeing the expansion of this  project to incorporate new col leagues  in FY 2023.

Ambitions for the financial year

Through organic growth and acquis i�on, C loudCoCo has  for�fied i ts  pos i�on within the Managed Services  and Value
Added Resel ler space.

W ith the necessary correc�ve ac�ons taken to ensure pos i�ve Trading Group EB I TDA1 across  the bus iness  during F Y 2022,
the Group is  now posi�oned as  a  larger and s ignificantly more efficient plaQorm from which i t can scale and capture the
considerable market opportunity avai lable to i t.

W hi le our teams are focused on driving new bus iness  development in the new year, we wi l l  con�nue to appraise further
acquis i tion opportunities , only progress ing those that have exceptional  potentia l  and are a  good strategic fi t.

Simon Duckworth

Chairman
15 March 2023

 

1 earnings before net finance costs, tax, depreciation, amortisation, plc costs, exceptional costs and share-based payments
 

 

Chief Executive's Review

Introduction

I  am pleased to have overseen another year of s igni ficant strategic and commercial  progress  for CloudCoCo.

http://www.cloudcoco.co.uk


I  am pleased to have overseen another year of s igni ficant strategic and commercial  progress  for CloudCoCo.

The acquis i�on of four bus inesses  over the last 18 months  has  brought about a  step-change in the Group's  capabi l i�es.
The addi�on of data centre loca�ons, private managed core dark fibre network services  and e-commerce capabi l i�es , for
example, have opened up a wealth of new revenue opportunities .

Whi le we recognised the mass ive potentia l  across  each of these bus inesses , we knew i t would take a tremendous amount of
hard work and dedica�on through intens ive integra�on and op�misa�on phases  before we began to see the commercial
benefits  fil ter through. Those ini�al  phases  are now complete and, with a l l  parts  of the Group now opera�ng profitably at
the Trading Group EBITDA1 level , I  am proud of what our teams have been able to achieve in such a short space of time.

W ith the steps  taken to stabi l i se the acquired bus inesses , in the second hal f of the year, we launched a comprehensive
programme to grow our sales  pipel ine. Referred to internal ly as  P roject I GNI TE, this  was  a  mul�-channel  marke�ng project
focused on lead genera�on, compris ing the implementa�on of addi�onal  sales  systems and the introduc�on of new talent
in our new bus iness , mobi le, a l l iances, sa les  academy, retention, and ecommerce teams.

The new systems implemented in the second hal f have enabled us  to iden�fy sales  opportuni�es  more intel l igently and
efficiently. This , combined with the pos i�ve impact of our recently establ ished sales  academy, saw our pipel ine gain some
further momentum post-period. 

As  we move through the new financial  year, C loudCoCo now operates  as  a  s ingle, cohes ive unit. We have bui l t a  plaQorm
ripe for scal ing and, with our col leagues, old and new, a l l  pul l ing in the same direction.

Our strategy      

Having spent the last few years  bui lding a  strong, scalable platform, we can now plot a  path towards  our long-term goal  of
becoming one of the larger UK Managed Services  bus inesses  with revenues of over £100m. This  wi l l  be achieved through a
combination of careful ly selected acquis i tions  in our chosen markets , a  s ingle-minded focus  on attracting and del ighting
new customers, and increased spend from existing customers.                

Our proposition wi l l  be bui l t around four principal  areas: Connectivi ty, Multi -Cloud, Col laboration and Cyber Securi ty.

Connectivity: fol lowing the acquis i�ons, we have an extraordinary set of network assets  at our disposal  that are
not being used to their ful lest poten�al . I t i s  our inten�on to rebrand these and leverage them to create new
revenue streams and win contracts  with much larger, mul�s ite organisa�ons where speed and secure access  to
data centres  around the UK are essentia l .           

Multi-Cloud: we are commiEed to bui lding C loudCoCo into a  northern, mul�-cloud powerhouse; a  truly agnos�c
partner able to offer customers  the solu�on that best suits  their bus iness  needs. This  wi l l  be a  key area of
investment.

Collaboration: telephony is  in C loudCoCo's  D NA. We have most of the bui lding blocks  to accelerate growth in this
area and are actively exploring strategic partnerships  that wi l l  take us  to the next level .

Cyber Security: C loudCoCo has  bui l t a  reputa�on for i ts  cyber securi ty offering, centred around our rela�onships
with industry giants  such as  For�net. I t i s  our inten�on to con�nue in a  s imi lar vein, bolstering our capabi l i�es
and accreditations  through new and extended partnerships .              

Integration of our acquisitions

This  year saw the ful l  impact of the value-added resel ler ("VAR") acquis i�ons of Systems Assurance and More Computers ,
having been acquired on 6 September 2021. The acquis i�ons s ignal led the start of the Company's  "Get Bigger" phase to
provide scale to the bus iness . This  fol lowed the successful  comple�on of the "Get Wel l" and "Get F i t" phases  leading up to
that point. More Computers  introduced a proven and scalable hardware engine into C loudCoCo's  bus iness  which helped
increase opera�onal  efficiency and drive margins  which ass isted the Group in driving VAR revenues by 190% during the
year.     

As  reported at the interim results , we were del ighted to see the I D E Connect bus iness  acquired in O ctober 2021 reach
monthly EB I TDA breakeven (before excep�onal  costs) in March 2022, ahead of our ini�al  �mel ine, as  a  result of the
correc�ve ac�ons taken in the first hal f of the financial  year ("H1"). The first phase of the "Get Wel l" ac�ons are largely
complete, with some suppl ier rational isation and contract negotiations  sti l l  to complete.

This  was  achieved through the execu�on of "P roject 150", referring to the c. £150k of addi�onal  benefit from sales
ini�a�ves  and monthly savings  we sought to achieve to del iver a  swi> turnaround of the Connect bus iness  from del ivering
£800k of losses  per annum. This  was  achieved through the implementa�on of careful  cost-savings  and an improvement of
the bus iness 's  sales  function, which is  now able to provide a wider portfol io and greater support to customers.

As  part of the Connect acquis i�on, we inheri ted 83,000 I P v4 addresses  which are in short-supply global ly and present the
Group with an opportunity to add value. We are currently carrying out a  comprehensive audit to inform a decis ion to ei ther
dispose of excess  addresses  or manage the assets  on behalf of cl ients . Sales  of I P  addresses  generated £0.1 mi l l ion of
revenue in the year.

The acquis i�on of Connect added a core fibre network and 32 data centre loca�ons to the Group. The rela�vely low
acquis i�on price paid for Connect in part reflected the fact that an element of this  core fibre network was discon�nued
prior to acquis i�on but remained in long-term contract with the underlying dark-fibre suppl ier. This  onerous  contract
l iabi l i ty has  been recorded in the acquired Balance Sheet of Connect (see note 15).

Now that the ra�onal isa�on of many elements  of the core network and data-centre estate obtained through the Connect
acquis i�on has  been achieved, we intend to bring those assets  to the fore of our offering. The high speed and secure
connec�vity they provide to data centres  in the UK  is  impress ive and enables  us  to pursue larger, mul�-s i te customers  with
conviction.

To modernise our web-offering and improve the customer buying experience, we successful ly completed the rebrand of our
VAR bus iness  More Computers , which we acquired in September 2021. Now rebranded as  MoreCoCo, the bus iness
comprises  a  consumer-facing website, with a  comprehensive range of consumer and personal  electronics , as  wel l  as  a
dedicated al terna�ve website for bus inesses , both launched in the second hal f of the year. We are a lready seeing how
incorpora�ng the automated ecommerce engine is  benefiSng the exis�ng C loudCoCo customer base with an improved
choice of goods and streaml ined buying experience.

I  am pleased to report a l l  acquis i�ons are now opera�ng profitably and on track to fulfil  their poten�al . W ith the
integra�on process  of the four acquis i�ons made s ince September 2021 now complete, we move forward with a  proven



integra�on process  of the four acquis i�ons made s ince September 2021 now complete, we move forward with a  proven
blueprint for expanding the Group through adding complementary bus inesses.

Progress against FY 2022 objectives

Accelerate sales                
The bus iness  achieved revenues of £24.2 mi l l ion in the 12 months  to 30 September 2022 compared with £8.1 mi l l ion in the
prior year.          

2022
£'000

2021
£'000

Managed IT Services 17,056 5,648

Value added resale 7,137 2,459

Total  Revenue 24,193 8,107

The results  were impacted pos itively by the acquis i tions  made in late 2021 as  fol lows:   

2022
£'000

2021
£'000

CloudCoCo Limited 6,928 8,107

Systems Assurance Limited 3,695 -

More Computers  Limited 1,963 -

CloudCoCo Connect Limited (formerly IDE Group Connect Limited) and i ts
subs idiary

11,607 -

Total  Revenue 24,193 8,107

Total  Contract Value, the measure used to reflect the total  revenue that we can expect to generate from new customer
contracts  s igned in the year over their contractual  term, increased to £15.7 mi l l ion (2021: £5.2 mi l l ion).

Managed I T services  represented 70% of revenues (2021: 70%) of which 95% related to recurring contracted services , a  key
focus  for the Group. We con�nue to see demand for the Group's  services , including customers  inves�ng in solu�ons to
protect their sens itive data and improve their cyber securi ty provis ions.

W hi lst the most recent industry trend is  to help bus iness  customers  to make the most of their exis�ng digi ta l  investments
by "doing more with less", we were also able to increase value added resale revenues during the year by 184% from £2.5m
in F Y 2021 to £7.1m in F Y 2022 as  a  result of the larger customer base and broader service offering as  a  result of the
acquis i tions  made in late 2021, which accounted for the majori ty of the increase in the year.

A con�nued focus  for the Group during the year was  to secure new and larger, mul�-year contracts . The increased
capabi l i�es  and scale derived from our newly acquired bus inesses  put us  in a  strong pos i�on to achieve this  ambi�on,
and our mul�-year agreements  with Wal l  Street Docs, Healthcare Q ual i ty I mprovement Partnership, St John Ambulance and
The I D Register are evidence of del ivery. We added 39 new logo customers  in the year (2021: 35) and remain focussed on
increas ing our reach into new sectors  through organic growth. I ndeed, we have already seen the number of new logo
customers  won in the fi rst hal f of FY 2023 surpass  those won in the fi rst hal f of FY 2022 by 33% .

I n addi�on to increas ing new sales  opportuni�es, we were able to extend the number of the exis�ng recurring customers
into new term-based contracts  during the year. A large percentage of the exis�ng customer base have recurring contracts
that wi l l  auto-renew, but o>en we wi l l  s i t with the customer, redes ign their solu�on, and agree a new roadmap to op�mise
their managed services  solu�on in a  new mul�-year term agreement. We s igned key renewals  during the year with leading
UK property consultants  Al lsop and the American multi -national  medical  bus iness  Abbott Laboratories .

The four acquis i�ons made in late 2021 and the combined focus  on developing our sales  engine whi lst con�nuing to look
for opportuni�es  to improve our cost-base efficiencies , helped us  to del iver Trading Group EB I TDA1 growth during the year
of 129% to £1.6 mi l l ion (2021: £0.7 mi l l ion). There remain further opportuni�es  for us  to consol idate our buying power as
we look to rational ise the number of key partners  we use for the £16.2 mi l l ion of third-party cost of sales .          

W ith our expanded capabi l i�es  derived through acquis i�on, we have ac�vely pursued cross-sel l ing across  different parts
of the Group and are beginning to see early s igns  of success .

Maintain excel lent support levels

Despite the introduc�on of 79 new col leagues  and inheri�ng a drama�cal ly larger service offering, we remain as
commiEed as  ever to del ivering best-in-class  customer service. Culture is  vi ta l  to the success  of any bus iness  and i t has
been heartening to see our new joiners  buy into our service-orientated approach so quickly.

Response �mes to support requests  con�nued to improve in the period, with customer sa�sfac�on levels  remaining high.
More than 90% of support events  during the year were rated "good" or beEer, and we are exploring ways  to use ar�ficial
intel l igence to increase the speed and qual i ty of del ivery for repe��ve service requests . Addi�onal ly, �me to close �ckets
and cal l  answer times al l  improved in the year.

Drive efficiencies  and strengthen financial  pos ition

During the year we establ ished a formal  commercial  procurement team to bui ld on the excel lent work carried out so far to
ensure the Group continues  to rational ise i ts  suppl iers  and contracts  and find cost savings  where poss ible.

We have made s ignificant progress  in this  respect, but there is  further work required. We aim to have completed a ful l  l ine-
by-l ine analys is  by the end of H1 FY 2023 which wi l l  form the bas is  for any further action. 

To further strengthen our pos i�on, as  previous ly announced we are currently working towards  address ing the onerous
contracts  we acquired from the I D E acquis i�on (see note 11) by swapping disconnected ci rcuits  out for new connec�ons
into our core fibre network. Good progress  has  been made to date and we are op�mis�c about achieving a  sa�sfactory



into our core fibre network. Good progress  has  been made to date and we are op�mis�c about achieving a  sa�sfactory
outcome. Data centre locations  that have excess  capacity are a lso being marketed to increase uti l i sation.

We have also reviewed and consol idated col league roles  where poss ible, iden�fied synergies , and maintained our
discipl ined approach to reducing cost of sales  and overheads without compromis ing qual i ty of service.

We con�nue to priori�se improving our financial  s trength and l iquidity and are exploring ways  to bolster our pos i�on.
This  includes  improving speed of invoicing by offering discounts  to customers  with mul�-year contracts  for paying in
advance and enhancing our due di l igence in the credit control  process .

The market

As organisa�ons both large and smal l  experience an impact on their boEom l ine due to the infla�onary environment, many
businesses  across  our four areas  of focus  are now looking for good-value, customer-oriented partners  to help them
manage their IT solutions  and spend.

This  i s  promp�ng an evolu�on in the market, with many of these organisa�ons now looking to move away from the larger
and typical ly less  agi le Managed Services  P roviders . We are seeing par�cular trac�on in Microso> related ski l l s  such as
SharePoint and Azure Migrations, as  wel l  as  the refresh of IT hardware.

Addi�onal ly, an increase in remote working has  seen demand for laptops, monitors  and remote telephony solu�ons grow
as companies  ensure that remote staff are provided with modern, company-owned hardware that can be securely managed
and protected central ly. As  an agi le, customer-driven Managed Services  P rovider and VAR, C loudCoCo is  wel l -pos i�oned to
capital ise on these trends.              

Current trading and outlook

I n F Y 2023, with a l l  four acquis i�ons2 now integrated and increas ingly sol id founda�ons on which to bui ld, we wi l l  again
look to drive organic growth. At the same �me, we wi l l  look to scale through selec�ve acquis i�ons where they are a  good
strategic fit, par�cularly those that can enhance the network and cloud technology infrastructure acquired through the
Connect bus iness , which we see as  forming an important part of our future.

The Group, as  expected, has  experienced some impact from increased costs  rela�ng to power and energy, par�cularly in
rela�on to i ts  data centre s i tes , which have resulted in price increases  to our customers. We con�nue to monitor the
s itua�on careful ly and are working closely with customers  to ensure that they understand their energy consump�on and
are making recommendations  to improve efficiency where poss ible.

O ur sales  pipel ine is  increas ing at a  healthy rate, par�cularly with larger and mul�-year deals . There has  been an up�ck in
this  s ince the end of F Y 2022, together with the s igning of mul�ple longer-term new logo contracts  which is  testament to the
strategy and investments  made.

Despite the economic chal lenges, we are confident in our abi l i ty to del iver improved revenues and profitabi l i ty in
FY23.               

Mark Halpin       
Chief Executive Officer                                                                                                                                  15 March 2023

1 profi t or l os s  be fore  ne t fi na nce  cos ts , ta x, de pre ci a ti on, a morti s a ti on, pl c cos ts , e xce pti ona l  i te ms  a nd s ha re -ba s e d
pa yme nts .
2 a cqui s i ti ons  of Sys te ms  As s ura nce  Li mi te d a nd More  Compute rs  Li mi te d i n Se pte mbe r 2021 a nd IDE Group Conne ct Li mi te d
a nd Ni move ri  Li mi te d i n Octobe r 2021.

Financial review

Acquisition of IDE Group Connect Limited and Nimoveri Limited

O n 19 O ctober 2021, the Company acquired I D E Group Connect Limited ("Connect") and Nimoveri  Limited ("Nimoveri")
(together, the "Acquis i tions") from IDE Group Holdings  PLC ("IDE") for a  deferred cons ideration of £250,000.

The Acquis i�ons provided the Group with ci rca 660 addi�onal  cl ients  and a s ignificant opportunity to upsel l  and cross
sel l  services  across  the Group. The Acquis i�ons were acquired from I D E for a  cons idera�on of £250,000, funded via  a  loan
note from I D E for £250,000 to be repaid over five years  with an annual  interest rate of Bank of England base rate +3% with
no payments  due in the first s ix months. The net l iabi l i�es  acquired under the transac�on included a cash balance of
£497,000.

I D E agreed to provide the Group with a  working capital  faci l i ty of up to £500,000 on request for the first twelve months  of
acquis i�on, should i t have been required to help fund the ini�al  restructure of the Connect bus iness . No amounts  were
drawn under this  faci l i ty.

Revenue and gross margin

Group revenue for the year to 30 September 2022 grew by 198% to £24.2 million (FY21 £8.1million) assisted by
the acquisi�ons at the end of 2021, which perfectly complimented the exis�ng service porQolio as well as
adding new revenue streams which enhanced our proposition during the year.

These revenues produced a total gross profit of £7.9 million (FY21: £3.2 million) represen�ng a gross margin of
32.8% (FY21: 39.6%) reflec�ng the fact that a large percentage of our revenues are derived from third-party
vendors to allow the Group to remain asset-light.    

The analysis of revenue from each of our operating segments is shown in note 3 to the accounts.

 
Managed IT Services
 
Managed IT Services, which comprises recurring services and ongoing IT support o>en u�lising the data
centre loca�ons, core network or technical skills at our disposal, con�nues to dominate the profile of our



centre loca�ons, core network or technical skills at our disposal, con�nues to dominate the profile of our
revenues, represen�ng 70% (2021: 70%) of group revenues during the year, adding significant value to our
customers providing specialist IT skills on-demand, so that they can focus on their core business ac�vi�es.
This grew to £17.1 million in FY 2022, from £5.6 million in FY 2021, underpinning the need for best of breed IT
Managed services from UK business customers.

In line with our objec�ve to grow the recurring contracted revenue base, it was pleasing to note that 95%
(2021: 90%) of all Managed IT Services revenues were provided under recurring contacts. On average, new
customer contracts sold are for an ini�al period of just under 2 years, although recurring contracts allows
customers to auto-renew on similar terms at each anniversary.      

The key to providing a one-stop solu�on for our customers is being able to deliver technical skills, project
management and the hardware they require to undertake numerous IT projects that transform the way that
they do business. During FY 2022, we saw professional services revenues which u�lise our technical skills
increase by 49% over FY 2021 to £0.9 million, as customers took the opportunity, post-COV ID-19, to invest in
core technologies to allow them to optimise efficiencies in new hybrid working era.

Value added resale
 
VAR is the resale of one-�me solu�ons (hardware and so>ware) from our leading technology partners,
including revenues from the More Computers e-commerce platform.

Revenues from VAR were £4.6 million higher in FY22 than the prior year at £7.1 million (FY21: £2.5 million),
due to the acquisi�ons of Systems Assurance and More Computers in September 2021, who specialise in
sourcing a diverse range of hardware from major vendors at cost-effective price.

VAR generated a gross profit of £1.4 million (FY21: £0.6 million) and gross margin of 20% (FY21: 25%), although
the majority of VAR orders were delivered direct to site by our chosen hardware partners using our unique
ERP links and therefore carrying a much lower overall cost to fulfil orders.            

Operating costs and performance

Excluding plc costs of £0.8 million (FY21: £0.5 million), our trading overheads2 increased to £6.4 million (FY21:
2.5 million) following the acquisi�ons completed in late 2021. Driving efficiencies in our overheads was a key
priority during the year as the Connect business we acquired from IDE Group in October 2021 had been trading
at an annual reported loss of £0.8 million per annum, prior to joining our Group.   

As an employee led business, 93% of our opera�onal trading overheads relate to staff costs. Ensuring that we
have the right mix of talent and skills available to support our customers is key, without leaving talent on the
bench. We con�nue to look for ways to maximise value from our overheads through strategic partnerships
and automation.    

Whilst revenue, gross profit and cash balances remain the primary measures, one of our main financial key
performance indicators is our Trading Group EBITDA1 - our opera�onal trading performance before plc costs,
deprecia�on and amor�sa�on, share based payments and excep�onal items. This is a key industry measure,
reflec�ng the underlying trading profits before the costs of assets and liabili�es. Our Trading Group EBITDA1

increased by £0.9 million to £1.6 million in the year (2021: £0.7 million, 2020: £0.3 million).

The acquisi�on of Connect added 32 data centre loca�ons to the Group. A number of these data centre
contracts meet the IFRS 16 defini�on of right of use assets (see note 10). Thus, rather than recognising an
opera�ng expense in respect of the cost of these data centres, they are instead recognised as assets, with an
associated lease liability, impac�ng profit or loss as deprecia�on and interest expenses and are therefore not
recognised in Trading Group EBITDA. To provide transparency in respect of these costs, we have introduced a
second non-statutory measure, being Adjusted Trading Group EBITDA. This gives the Trading Group EBITDA1

a>er deduc�on of the IFRS 16 data centre deprecia�on charge, and best equates to the cash profitability of
the Group before plc costs, excep�onal items and net finance expenses. Adjusted Trading Group EBITDA for
the year was £1.1 million (2021: £0.7 million) as follows:          

2022
£'000

2021
£'000

Trading Group EBITDA1 1,594 745

Deprecation of IFRS 16 data centre right of use assets (530) -

Adjusted Trading Group EBITDA 1,064 745

 

Plc costs              

Plc costs  in the year increased by £0.3 mi l l ion to £0.8 mi l l ion (FY21: £0.5 mi l l ion). These are non-trading costs , relating to
the Board of Directors  of the parent company, the costs  of being l i s ted on the AIM Market of the London Stock Exchange and
its  associated profess ional  advisors . Whi lst this  year includes  a  ful l -year of cost for the Executive Directors , we have also
seen increases  in costs  relating to insurances, audit and advisory fees.

The whole industry has seen an upward trend in insurance premiums and policy costs over the past few years
due to a greater number of claims against directors together with the expansion of regula�ons governing
corporate behaviour. The backdrop of general rising insurance costs in the country has also been impacted by



corporate behaviour. The backdrop of general rising insurance costs in the country has also been impacted by
the uncertainty and vola�lity of the insurance market following COV ID-19 and an increase in cyber-security
incidents across the globe, further driving up costs. The Company takes proac�ve steps to minimise its
exposure to risk, such as implemen�ng strong governance prac�ces and having robust risk management
processes in place. Insurance costs increased by £70,000 during the year.           
In addi�on, the costs rela�ng to audit increased during the year following the enhanced scope as a result of
the sizeable acquisi�ons made and the fact that the trade of the business is spread over a number of separate
en��es. The cost of financial audits in the United Kingdom has increased in recent years due to a number of
factors, including the increasing complexity of financial repor�ng and regulatory requirements, which has
increased the overall scope and workload for auditors. Audit costs increased by £40,000 during the year.         

 
Exceptional Items
 
During the year we incurred certain non-recurring costs which were not directly related to the genera�on of
revenue and trading profits. Given their size and nature, they have been classified as excep�onal items
within the Consolidated Income Statement. These items totalled £0.6 million (2021: £0.5 million), of which
£0.5 million (2021: £0.3 million) relates the acquisi�ons made in 2021 and their associated restructure costs as
we right-sized the business during the year. Further details of the exceptional items are shown in note 4.

Net finance expenses, depreciation, amortisation and financial results for the full year
 
During the year the Group incurred net finance costs of £0.7 million (FY21: £0.5 million). £0.6 million (2021:
£0.5 million) of this was accrued interest on loan notes payable at the end of the loan notes' term in October
2024. The remaining £0.1 million (2021: nil) in this financial year relates to interest resul�ng from lease
liabilities.

The Group incurred other costs including total amor�sa�on and deprecia�on charges of £2.0 million (FY21:
£1.1 million) and share-based payments charge of £119,000 (FY21: £217,000). Deprecia�on includes £0.5
million rela�ng to IFRS16 data centre right of use assets and £0.2 million rela�ng to tangible assets. A>er
accoun�ng for a deferred tax credit of £0.3 million (FY21: £0.1 million charge) arising as part of business, the
reported loss for the year a>er tax was £2.3 million compared to a loss a>er tax for the year to 30 September
2021 of £2.1 million.
 
Statement of Financial Position and cash

The Group had posi�ve net assets at 30 September 2022 totalling £3.0 million (FY21: £5.2 million) and the cash
posi�on improved by £0.3 million to £1.5 million (FY21: £1.2 million). The four now cash genera�ve
businesses acquired in 2021, provide the business with a solid platform for growth.
 
The Group had a net cash inflow during the year of £0.3 million (FY21: £0.6 million), the main components
being:
 

·    Cash inflow generated from opera�ng ac�vi�es excluding the costs of acquisi�on of £1.0 million
(FY21: cash outflow of £0.3 million);

·    Net cash inflow of £0.5 million (net of cash acquired) to acquire the Connect business;

·    Payments of deferred considera�on for the acquisi�on of Systems Assurance Limited of £155,000 and
for the Connect business of £25,000 during the period; and

·    Payments of lease liabilities of £0.8 million (FY21: £0.1 million)

Current assets increased by £2.8 million to £7.0 million as a result of the acquisi�ons, although 76% of these
relate to Trade and other receivables. We con�nue to operate an asset-light business and hold very liEle
stock and work in progress rela�ve to our revenues, preferring to ship-to-order direct from our vendor
partners. £0.8 million of the increase during the year relates to prepayments as vendor contracts require us to
pay for data centre rentals and leased line in advance. This prac�ce is also mirrored in our end-user customer
contracts, reflected in the increase in contract liabilities below.

Contract liabili�es increased by £1.2 million to £2.5 million (FY21: £1.3 million) reflec�ng the acquisi�on of
mul�-year recurring customers contracts with the Connect business, coupled with the con�nued success that
the Group had during the year, signing customers onto new longer term recurring revenue contracts, billed in
advance.

In so far as possible, management look to balance movements in trade receivables and trade payables
throughout the year to maintain a consistent bank balance.  

Overall Net debt increased by £1.0 million to £4.1 million during the year. Net debt comprises cash balances
of £1.5 million less the loan notes and rolled up interest of £4.4 million, together with £0.2 million deferred
consideration owed for the acquisition of Connect and shown at fair value (see note 15). A further £0.9 million
is owed in lease liabili�es and COV ID-19 bounce back loans. The Trading Group EBITDA1 of the business
exceeded the loan note interest in the year by £1.1 million (FY21: £0.3 million).

Tangible assets at year-end remained stable as £0.2 million (FY21: £0.2 million) and the costs of addi�onal
capex in the year of £115k (FY21: £31k), the majority of which were acquired to generate Managed IT services
revenues to customers.    



The acquisi�on of the Connect business delivered with it a core fibre network and 32 data centre loca�ons.
The majority of data centres are leased from third-party suppliers on renewable contract terms of up to 5
years in dura�on. Many of these data centre leases can be auto-renewed, resized or terminated in the
months leading up to the end of the term, crea�ng a new or modified leases in excess of twelve months,
which then fall under IFRS16 as a right of use asset with associated lease. During the year, the Group entered
into new or modified IFRS16 right of use leases of £1.1 million (see note 10). These leases, which had less
than 12 months remaining on the date of acquisi�on, were treated as short-term leases up un�l the point at
which they were renewed or modified. The acquisi�on also contained onerous contracts of £1.2 million over
various terms up until November 2032 (see note 11).

1 profit or l os s  be fore  ne t fina nce  cos ts , ta x, de pre ci a �on, a mor�s a �on, pl c cos ts , e xce p�ona l  i te ms  a nd s ha re -ba s e d
pa yme nts .
 
2 tra di ng ove rhe a ds  a re  the  group's  a dmi ni s tra ti ve  cos ts  e xcl udi ng de pre ci a ti on a nd a morti s a ti on, pl c cos ts , e xce pti ona l
i te ms  a nd s ha re -ba s e d pa yme nts

 

Consolidated income statement

for the year ended 30 September 2022

 

Note 2022
£'000

2021
£'000

Continuing operations

Revenue 3 24,193 8,107

Cost of sales (16,246) (4,891)

Gross profit 7,947 3,216

Other income - 67

Administrative expenses (9,784) (4,794)

Trading Group EBITDA 1 1,594 745

Amortisation of intangible assets (1,286) (1,009)

Plc costs2 (770) (492)

Depreciation of IFRS16 data centre right of use assets 10 (530) -

Depreciation of tangible assets  and other right of use assets 10 (164) (97)

Exceptional  i tems 4 (562) (441)

Share-based payments (119) (217)

Operating loss 5 (1,837) (1,511)

Interest receivable 6 1 1

Interest payable 6 (772) (535)

Loss before taxation (2,608) (2,045)

Taxation 7 321 (83)

Loss and total comprehensive loss for the year attributable to owners of
the parent

(2,287) (2,128)

Loss per share

Basic and ful ly di luted 8 (0.32)p (0.42)p 

 

 

 

1 profit or loss before net finance costs, tax, depreciation, amortisation, plc costs, exceptional items and share-based payments.

2 Plc costs are non-trading costs relating to the Board of Directors of the Parent Company, the costs of being listed on the AIM
 Market of the London Stock Exchange and its associated professional advisors.

 
Consolidated statement of financial position
as  at 30 September 2022              

30 September
2022

30 September
2021

£'000 £'000



£'000 £'000

Non-current assets    

Intangible assets 9 12,580 10,393

Property, plant and equipment 10 128 52

Right of Use assets 10 814 97

Total  non-current assets 13,522 10,542

Current assets  

Inventories 165 86

Trade and other receivables 4,766 2,721

Contract assets 558 232

Cash and cash equivalents 1,516 1,183

Total  current assets 7,005 4,222

Total assets 20,527 14,764

Current liabilities  

Trade and other payables (6,890) (2,872)

Contract l iabi l i ties (1,891) (177)

Provis ion for onerous  contracts 11 (148) -

Borrowings (69) (172)

Lease l iabi l i ty 12 (733) (86)

Total  current l iabi l i ties (9,731) (3,307)

Non-current liabilities  

Contract l iabi l i ties (601) (1,092)

Provis ion for onerous  contracts 11 (927) -

Borrowings (4,723) (3,991)

Lease l iabi l i ty 12 (112) (11)

Deferred tax l iabi l i ty (1,426) (1,188)

 Total  non-current l iabi l i ties (7,789) (6,282)

Total liabilities (17,520) (9,589)

Net assets 3,007 5,175

Equity  

Share capital 7,062 7,062

Share premium account 17,630 17,630

Capital  redemption reserve 6,489 6,489

Merger reserve 1,997 1,997

Other reserve 458 339

Retained earnings (30,629) (28,342)

Total equity  3,007 5,175

 

 
Consolidated statement of changes in equity
for the year ended 30 September 2022 

 

Sha re
ca pi ta l

£'000

Sha re
pre mi um

£'000

Ca pi ta l
re de mpti on

re s e rve
£'000

Me rge r
re s e rve

£'000

Othe r
re s e rve

£'000

Re ta i ne d
e a rni ngs

£'000
Tota l
£'000

At 1 October 2020 4,952 17,630 6,489 1,997 122 (26,214) 4,976

Loss  and total  comprehensive loss  for the period - - - - - (2,128) (2,128)

Transactions with owners in their capacity of owners  

Issue of 210,990,000 shares  at 1p per share via  a 2,110 - - - - - 2,110



Issue of 210,990,000 shares  at 1p per share via  a
Placing 2,110 - - - - - 2,110

Share-based payments - - - - 217 - 217

Total  transactions  with owners 2,110 - - - 217 - 2,327

Total  movements 2,110 - - - 217 (2,128) 199

Equity at 30 September 2021 7,062 17,630 6,489 1,997 339 (28,342) 5,175

 

 

Sha re
ca pi ta l

£'000

Sha re
pre mi um

£'000

Ca pi ta l
re de mpti on

re s e rve
£'000

Me rge r
re s e rve

£'000

Othe r
re s e rve

£'000

Re ta i ne d
e a rni ngs

£'000
Tota l
£'000

At 1 October 2021 7,062 17,630 6,489 1,997 339 (28,342) 5,175

Loss  and total  comprehensive loss  for the period - - - - - (2,287) (2,287)

Transactions with owners in their capacity of owners  

Share-based payments - - - - 119 - 119

Total  transactions  with owners - - - - 119 - 119

Total  movements - - - - 119 (2,287) (2,168)

Equity at 30 September 2022 7,062 17,630 6,489 1,997 458 (30,629) 3,007

 

 

 
Consolidated statement of cash flows

for the year ended 30 September 2022

2022
£'000

2021
£'000

Cash flows from operating activities
Loss before taxation (2,608) (2,045)

Adjustments for:  

Depreciation - IFRS data centre right of use assets 530 -

Depreciation - owned assets 50 29

Depreciation - right of use assets 114 68

Amortisation 1,286 1,009

Share-based payments 119 217

Net finance expense 771 534

Costs relating to acquisitions1 58 202

Movements in provisions (153) -

Costs relating to Placing of 210,990,000 shares - 171

Increase in trade and other receivables (1,064) (408)

Increase in inventories (79) (24)

Increase / (decrease) in trade payables, accruals and contract liabilities 2,014 (57)

Net cash inflow / (outflow) from operating activities before acquisition costs 1,038 (304)

Costs relating to acquisitions1 (58) (202)

Net cash inflow / (outflow) from operating activities 980 (506)
Cash flows from investing activities  
Purchase of property, plant and equipment (note 10) (115) (31)

Acquisitions net of cash acquired1 (note 15) 497 (563)

Payment of deferred consideration relating to acquisitions (note 15) (180) -

Interest received - 1

Net cash inflow / (outflow) from investing activities 202 (593)
Cash flows from financing activities  
Proceeds from Placing of 210,990,000 shares - 2,110

Less transaction fees relating to the Placing - (171)

Repayment of loan funds from MXCG - (100)

Repayment of COVD-19 bounce-back loan (18) -

Payment of lease liabilities (813) (120)

Interest paid (18) (25)

Net cash (outflow) / inflow from financing activities (849) 1,694
Net increase in cash 333 595
Cash at bank and in hand at beginning of period 1,183 588

Cash at bank and in hand at end of period 1,516 1,183

Comprising:  
Cash at bank and in hand 1,516 1,183



1 FY22 relates to the acquisition of CloudCoCo Connect Limited (formerly IDE Group Connect Limited) and Nimoveri Limited. 
  FY21 relates to the acquisition of Systems Assurance Limited and More Computers Limited. 

Notes to the consolidated financial statements
 

1. General information
CloudCoCo Group plc i s  a  publ ic l imited company incorporated in England and Wales  under the Companies  Act 2006. The
principal  ac�vity of the Group is  the provis ion of I T Services  to smal l  and medium-s ized enterprises  in the UK . The Board of
Directors  approved this  announcement on 15 March 2023.                

W hi lst the financial  informa�on included in this  announcement has  been prepared interna�onal  accoun�ng standards  in
accordance with UK-adopted I nterna�onal  Accoun�ng Standards  and appl icable law, this  announcement does  not i tsel f
contain sufficient informa�on to comply with a l l  the disclosure requirements  of I F RS and does  not cons�tute statutory
accounts  of the Company for the years  ended 30 September 2022 and 2021. The financial  s tatements  are presented in
pounds sterl ing because that i s  the currency of the primary economic environment in which each of the Group's
subs idiaries  operates .         

The financial  informa�on for the period ended 30 September 2021 is  derived from the statutory accounts  for that year
which have been del ivered to the Registrar of Companies . The statutory accounts  for the year ended 30 September 2022 wi l l
be del ivered to the Registrar of Companies  as  soon as  prac�cable fol lowing approval . The auditors  have reported on those
accounts; their reports  were unqual ified and did not contain a  statement under s498(2) or s498(3) of the Companies  Act
2006. The financial  s tatements  are presented in pounds sterl ing (rounded to the nearest thousand (£'000)) because that i s
the currency of the primary economic environment in which each of the Group's  subs idiaries  operates .

1.1 Basis of preparation
The consol idated financial  s tatements  have been prepared in accordance with UK-adopted interna�onal  accoun�ng
standards. The measurement bases  and principal  accoun�ng pol icies  of the Group are set out below. These pol icies  have
been cons istently appl ied to a l l  years  presented unless  otherwise stated.

Going concern
The Group had pos i�ve net assets  at 30 September 2022 total l ing £3.0 mi l l ion compared to £5.2 mi l l ion at the end of F Y21.
The acquis i�on of C loudCoCo Connect Limited (formerly I D E Group Connect Limited) ("Connect") contributed cash to the
Group and the net cash inflow from operating activi ties  exceeded lease payments .
 
The Group's  progress  towards  i ts  key objec�ves  of increas ing sales , reducing customer churn, reducing costs , and
returning to net cash genera�on is  described in the Strategic Report. Despite con�nued uncertainty and disrup�on as  a
result of the cost of l iving cris is  and the ini�al  losses  incurred when acquiring the original ly distressed Connect bus iness ,
the Group reported a 129% percent improvement in underlying profitabi l i ty as  measured by Trading Group EB I TDA1 (2022:
£1.6 mi l l ion; 2021: £0.7 mi l l ion). Cash inflow from opera�ng ac�vi�es  before acquis i�on costs  was  £1.0 mi l l ion (F Y21:
£0.3 mi l l ion cash outflow) and cash balances  increased by £0.3m overal l .
 
The risks  associated with the Group's  ac�vi�es  are reviewed by the Directors  on a regular bas is . The key opera�onal  risk
the Group faces  is  the general  economic outlook including the energy costs  cris is  and uncertainty caused by the cost of
l iving cris is . Al though COVI D-19 did not have a materia l  impact on the Group's  abi l i ty to operate in F Y22, i t did result in
some delays  in sales  cycles  for certain services  and delays  in project del ivery as  customers  con�nued to assess  the impact
of COVI D-19 on their own bus inesses. I n addi�on, there is  financial ,  opera�onal  and execu�onal  risk associated with the
business  combinations  completed in late 2021.
 
The Directors  have reviewed the forecast sales  growth, budgets  and cash projec�ons for the period to September 2024,
including sens i�vity analys is  on the key assump�ons such as  the poten�al  impact of reduced sales  or s lower cash
receipts , for the next twelve months  and the Directors  have reasonable expecta�ons that the Group and the Company have
adequate resources  to con�nue opera�ons for the period of at least one year from the date of approval  of these financial
statements . The Directors  have not iden�fied any materia l  uncertain�es  that may cast doubt over the abi l i ty of the Group
and Company to con�nue as  a  going concern and the Directors  con�nue to adopt the going concern bas is  in preparing
these financial  s tatements . 

1.2 New standards and interpretations of existing standards that have been adopted by the Group for the first time

New standards  or amendments  to exis�ng standards  and interpreta�ons that became effec�ve for the annual  period
commencing on 1 October 2021 were interest rate reforms - amendments  to IFRS 9.

None of the new standards  or interpreta�ons of exis�ng standards  above had a materia l  impact on the Group during the
year ended 30 September 2022.

1.3 New standards and interpretations of existing standards that are not yet effective and have not been adopted early by
the Group
The new standards  or amendments  that may be appl icable to the 2023 financial  s tatements  are as  fol lows:
 

·      Onerous Contracts  - Costs  of Ful fi l l ing a  Contract - Amendments  to IAS 37
·      Reference to the Conceptual  Framework - Amendments  to IFRS 3
·      Property, Plant and Equipment: Proceeds before Intended Use - Amendments  to IAS 16
·      Annual  improvements  to IFRS Standards  2018-2020.

None of these are expected to have a materia l  impact on the Group.
 
2. Principal accounting policies
a) Basis of consolidation
The Group financial  s tatements  incorporate the financial  s tatements  of the Company and en��es control led by the
Company (i ts  subs idiaries) prepared to 30 September each year. Control  i s  achieved where the Company is  exposed to, or
has  the rights  to, variable returns  from i ts  involvement with the en�ty and has  the abi l i ty to affect those returns  through i ts
power over the enti ty. The Group obtains  and exercises  control  through voting rights .

Unreal ised gains  on transac�ons between the Group and i ts  subs idiaries  are el iminated. Unreal ised losses  are a lso
el iminated unless  the transac�on provides  evidence of an impairment of the asset transferred. Amounts  reported in the
fina nc i a l  s tatements  of subs idiaries  have been adjusted where necessary to ensure cons istency with the accoun�ng
pol icies  adopted by the Group.

Acquis i�ons of subs idiaries  are dealt with us ing the acquis i�on method. The acquis i�on method involves  the recogni�on
at fa i r value of a l l  iden�fiable assets  and l iabi l i�es , including con�ngent l iabi l i�es  of the subs idiary, at the acquis i�on



at fa i r value of a l l  iden�fiable assets  and l iabi l i�es , including con�ngent l iabi l i�es  of the subs idiary, at the acquis i�on
date, regardless  of whether or not they were recorded in the financial  s tatements  of the subs idiary prior to acquis i�on. O n
ini�al  recogni�on, the assets  and l iabi l i�es  of the subs idiary are included in the Consol idated Statement of F inancial
Pos i�on at their fa i r values, which are a lso used as  the cost bases  for subsequent measurement in accordance with the
Group accounting pol icies .

Goodwi l l  i s  s tated a>er separa�ng out iden�fiable intangible assets . Goodwi l l  represents  the excess  of acquis i�on costs
over the fa ir value of the Group's  share of the identi fiable net assets  of the acquired subs idiary at the date of acquis i tion.

b) Goodwill
Goodwi l l  represen�ng the excess  of the cost of acquis i�on over the fa ir value of the Group's  share of the iden�fiable net
assets  acquired is  capital ised and reviewed annual ly for impairment. Goodwi l l  i s  carried at cost less  accumulated
impairment losses .

c) Revenue and revenue recognition
Revenue arises  from the sale of goods and the rendering of services  as  they are performed and the performance obl iga�ons
fulfil led. I t i s  measured by reference to the fa ir value of cons idera�on received or receivable, excluding valued added tax,
rebates , trade discounts  and other sales-related taxes.

The Group enters  into sales  transac�ons involving a  range of the Group's  products  and services; for example, for the
del ivery of hardware, so>ware, support services , managed services , data centre loca�ons, network connec�vity and
profess ional  services . At the incep�on of each contract the Group assesses  the goods or services  that have been promised
to the customer. Goods or services  can be class ified as  ei ther i ) dis�nct or i i ) substan�al ly the same, having the same
paEern of transfer to the customer as  part of a  series . Us ing this  analys is , the Company iden�fies the separately
iden�fiable performance obl iga�ons over the term of the contract. A contract l iabi l i ty i s  recognised when bi l l ing occurs
ahead of revenue recogni�on. A contract asset i s  recognised when the revenue recogni�on cri teria  were met but in
accordance with the underlying contract the sales  invoice had not been issued.

Goods and services  are class ified as  dis�nct i f the customer can benefit from the goods or services  on their own or in
conjunc�on with other readi ly avai lable resources. A series  of goods or services , such as  Recurring Services , would be an
example of a  performance obl iga�on that i s  transferred to the customer evenly over �me. The Group appl ies  the revenue
recogni�on cri teria  set out below to each separately iden�fiable performance obl iga�on of the sale transac�on. The
considera�on received from mul�ple-component transac�ons is  a l located to each separately iden�fiable performance
obl igation in proportion to i ts  relative fa ir value.

Sale of goods (hardware and software)

Sale of goods is  recognised at the point in �me when the customer obtains  control  of the goods. Revenue from the sale of

so>ware with no s ignificant service obl iga�on is  recognised on del ivery at a  point in �me as  this  i s  when the customer

takes  possess ion and is  able to use the software.

Rendering of services

The Group generates  revenues from managed services , data centre services , support services , maintenance, resale of

telecommunica�ons and profess ional  services  ("Managed I T Services"). Cons idera�on received for these services  is

ini�al ly deferred (when invoiced in advance), included in accruals  and contract l iabi l i�es  and recognised as  revenue in

the period when the service is  performed and the performance obl igation ful fi l led.

Revenue from the del ivery of profess ional  services  is  recognised over the period of the project and measured on a �me-
based method us ing hourly rates .               

Contracts  for managed I T services  are usual ly 12 months  in dura�on and are automa�cal ly renewed unless  termina�on
rights  are exercised. Revenue is  recognised equal ly over the term of the contract as  this  fa i rly reflects  the del ivery of
services  to the customer.

Sales  commiss ion and third-party costs  (where relevant) rela�ng to these services  are shown within Contract Assets  and
are recognised equal ly over the dura�on of the contractual  term, in l ine with when the customer benefits  from the services .
I nternal  technical  resources  u�l ised in seSng up recurring Managed I T Services  over twelve months  in dura�on are
capital ised at the start of the contract within Contract Assets  and spread equal ly over the duration of the contractual  term.

d) Right of use assets
A right-of-use asset i s  recognised at the commencement date of a  lease. The right-of-use asset i s  measured at cost, which

comprises  the ini�al  amount of the lease l iabi l i ty, adjusted for, as  appl icable, any lease payments  made at or before the

commencement date net of any lease incentives  received and any ini tia l  di rect costs  incurred

Right-of-use assets  are depreciated on a straight-l ine bas is  over the unexpired period of the lease or the es�mated useful

l i fe of the asset, whichever is  the shorter. W here the Group expects  to obtain ownership of the leased asset at the end of the

lease term, the deprecia�on is  over i ts  es�mated useful  l i fe. Right-of use assets  are subject to impairment or adjusted for

any remeasurement of lease l iabi l i ties .

The Group has  elected not to recognise a  right-of-use asset and corresponding lease l iabi l i ty 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.      

e) Leases
A lease l iabi l i ty i s  recognised at the commencement date of a  lease. The lease l iabi l i ty i s  ini�al ly recognised at the present
value of the lease payments  to be made over the term of the lease, discounted us ing the interest rate impl ici t in the lease or,
i f that rate cannot be readi ly determined, the Group's  incremental  borrowing rate. Lease payments  comprise of fixed
payments  less  any lease incen�ves  receivable, variable lease payments  that depend on an index or a  rate, amounts
expected to be paid under res idual  value guarantees, exercise price of a  purchase op�on when the exercise of the op�on is
reasonably certain to occur, and any an�cipated termina�on penal�es. Any variable lease payments  that do not depend on
an index or a  rate are expensed in the period in which they are incurred.

Lease l iabi l i�es  are measured at amor�sed cost us ing the effec�ve interest method. The carrying amounts  are remeasured
if there is  a  change in the fol lowing: future lease payments  aris ing from a change in an index or a  rate used; res idual
guarantee; lease term; certainty of a  purchase op�on and termina�on penal�es. W hen a lease l iabi l i ty i s  remeasured, an
adjustment is  made to the corresponding right-of-use asset, or to profit or loss  i f the carrying amount of the right-of-use
asset i s  ful ly written down.  



asset i s  ful ly written down.  

f) Onerous contracts          
Provis ions  are recognised when the consol idated enti ty has  a  present (legal  or constructive) obl igation as  a  result of a  past
event, i t i s  probable the consol idated en�ty wi l l  be required to seEle the obl iga�on, and a rel iable es�mate can be made of
the amount of the obl iga�on. The amount recognised as  a  provis ion is  the best es�mate of the cons idera�on required to
seEle the present obl iga�on at the repor�ng date, taking into account the risks  and uncertain�es  surrounding the
obl iga�on. I f the �me value of money is  materia l , provis ions  are discounted us ing a  current pre-tax rate specific to the
l iabi l i ty. The increase in the provis ion resulting from the passage of time is  recognised as  a  finance cost.

The recogni�on of the onerous  contract l iabi l i ty i s  based on a rel iable es�mate of the expected costs  and benefits  of the
contract. This  es�mate takes  into account a l l  relevant informa�on, including the terms and condi�ons of the contract,
market conditions, and the Company's  own experience.

g) Exceptional items and Plc costs

Non-recurring i tems which are materia l  ei ther because of their s ize or their nature, are highl ighted separately on the face of
the Consol idated I ncome Statement. The separate repor�ng of these i tems helps  provide a beEer picture of the Group's
underlying performance. I tems which may be included within this  category include, but are not l imited to, acquis i�on
costs , spend on the integra�on of s ignificant acquis i�ons and other major restructuring or ra�onal isa�on programmes,
s igni ficant goodwi l l  or other asset impairments  and other particularly s igni ficant or unusual  i tems.

Excep�onal  i tems are excluded from the headl ine profit measures  used by the Group and are highl ighted separately in the
Consol idated I ncome Statement as  management bel ieve that they need to be cons idered separately to gain an
understanding of the underlying profi tabi l i ty of the trading bus inesses.

Note 4 contains  more detai l  on exceptional  i tems.

P lc costs  are non-trading costs , rela�ng to the Board of Directors  of the Parent Company, the costs  of being l i s ted on the
AIM Market of the London Stock Exchange and i ts  associated profess ional  advisors .

h) Critical accounting judgements and key sources of estimation uncertainty
Critical judgements in applying the Group's accounting policies
The al loca�on of fa i r values  to the tangible assets  and the iden�fica�on and valua�on of intangible assets  requires
judgement in the selec�on of appropriate valua�on techniques  and inputs  and affect the goodwi l l  and the ass ignment of
that to each cash generating unit, recognised in respect of the acquis i tions  (note 15).    

Judgement was a lso appl ied in determining whether contracts  for dark fibre connec�ons included the lease of iden�fiable
assets  for which a right of use asset and lease l iabi l i ty should be recognised. The directors  concluded that except for last
mi le connec�ons (i f any) between the suppl ier's  core network and the Company's  customer, the Company did not have
control  over the use of speci fic fibres  or uti l i se a  s igni ficant proportion of the suppl ier's  core network.                

Judgement has  been appl ied in the analys is  of agreements  relating to the lease of data centre assets  including the impact of
termina�on and extens ion op�ons on the lease term. Management have exercised judgement in assess ing the
recoverabi l i ty of right of use assets , or provis ion for onerous  opera�ng leases, for each of the lease arrangements  rela�ng
to data centre assets .   

Judgement has  a lso been appl ied in the measurement of the economic benefit to be received when tes�ng for impairment of
RO U assets  or onerous  contracts  and the selec�on of an appropriate discount rate with which to measure the provis ion
described in note 11.

I ntangible assets  are non-phys ical  assets  which have been obtained as  part of an acquis i�on and which have an
iden�fiable future economic benefit to the Group at the point of acquis i�on. Customer bases  are valued at acquis i�on by
measuring the es�mated future discounted cash flows over a  ten-year period from the date of acquis i�on, depending on
class  and date of acquis i�on and assuming a diminu�on for reten�on rate specific to each customer base, calculated
using the average actual  reten�on rate over the prior three or five-year period. Al l  future cash flows are discounted us ing a
discount rate, based on the internal  rate of return for each asset, calculated over i ts  useful  economic l i fe.

3. Segment reporting
The Chief Operating Decis ion Maker ("CODM") has  been identi fied as  the executive directors  of the Company and i ts
subs idiaries , who review the Group's  internal  reporting in order to assess  performance and to a l locate resources.

The CODM assess  profi t performance principal ly through adjusted profi t measures  cons istent with those disclosed in the
Annual  Report and Accounts . A reconci l iation between the non-statutory measure of Trading Group EBITDA1 and the
statutory operating loss  i s  shown in the Income Statement. A reconci l iation of Adjusted Trading Group EBITDA is  shown in
the Financial  Review. The Board bel ieves  that the Group comprises  a  s ingle reporting segment, being the provis ion of IT
managed services  to customers. Whi lst the CODM reviews the revenue streams and related gross  profi ts  of two categories
separately (Managed IT Services  and Value added resale), the operating costs  and operating asset base used to derive these
revenue streams are the same for both categories  and are presented as  such in the Group's  internal  reporting.

The segmental  analys is  below is  shown at a  revenue level  in l ine with the CODM's  internal  assessment based on the
fol lowing reportable operating categories :

Managed IT Services -      This  category comprises  the provis ion of recurring IT services  which
either have an ongoing bi l l ing and support element or uti l i se the
technical  expertise of our people.

Value added resale -      This  category comprises  the resale of one-time solutions  (hardware and
software) from our leading technology partners , including revenues from
the More Computers  e-commerce platform.

Al l  revenues are derived from customers  within the UK and no customer accounts  for more than 10% of external  revenues in
both financial  years . Inter-category transactions  are accounted for us ing an arm's  length commercial  bas is .

3.1 Analysis of continuing results
Al l  revenues from continuing operations  are derived from customers  within the UK. In order to s impl i fy our reporting of
revenue, we condense our reporting segments  into two categories  - Managed IT Services  and Value Added Resale. This
analys is  i s  cons istent with that used internal ly by the CODM and, in the opinion of the Board, reflects  the nature of the
revenue. Trading EBITDA1 i s  reported as  a  s ingle segment.               

3.1.1 Revenue

2022
£'000

2021
£'000

Managed IT Services 17,056 5,648

Value added resale 7,137 2,459



Total  Revenue 24,193 8,107

 
3.1.2 Revenue

2022
£'000

2021
£'000

Recognised over time 16,187 5,066

Recognised at a  point in time 8,006 3,041

Total  Revenue 24,193 8,107

 
4. Exceptional Items
Items which are materia l  and non-routine in nature are presented as  exceptional  i tems in the Consol idated Income
Statement.

2022
£'000

2021
£'000

Costs  relating to the acquis i tion of CloudCoCo Connect Limited (formerly IDE Group
Connect Limited) (58) -

Di lapidations  costs (46) -
Run-off costs  relating to discontinued data centre services (138) -
Costs  relating to the acquis i tion of Systems Assurance Limited and More Computers
Limited - (202)

Costs  relating to the Placing - (171)
Integration and restructure costs (320) (68)
Exceptional  i tems (562) (441)

Integration and restructure costs  relate to notice period, redundancy, hol iday pay and severance payments  made to staff
whose roles  were dupl icate or whose employment was terminated during the year as  part of integrating the acquis i tions
made in late 2021.

Run-off costs  relating to discontinued data centre services  contain unrecoverable operating expenses  incurred during the
year for data centre racks  that were empty on acquis i tion.

5. Operating loss
2022

£'000
2021

£'000

Operating loss  i s  s tated after charging:

Depreciation of owned assets 50 29

Depreciation of right of use assets 644 68

Short l i fe lease expense: IFRS16 data centre short-l i fe leases 1,538 34

Amortisation of intangibles 1,286 1,009

Auditor's  remuneration:

- Audit of parent company 53 27

- Audit of subs idiary companies 106 53

Government grants  were received in the year of £ni l   (2021: £67,000) as  part of the Coronavirus  Job Retention Scheme
("furlough") and recorded as  Other Income in the income statement.

6. Finance income and finance costs
Finance cost includes  a l l  interest-related income and expenses. The fol lowing amounts  have been included in the
Consol idated Income Statement l ine for the reporting periods  presented:

2022
£'000

2021
£'000

Interest income resulting from short-term bank deposits 1 1
Finance income 1 1
Interest expense resulting from:  
Lease l iabi l i ties 75 12
Interest on borrowings 17 12
Loan note interest 651 505
Interest on Government related COVID19 VAT deferral  scheme - 6
Unwinding of the discount on provis ions 29 -
Finance costs 772 535
Loan note interest includes  £526,000 (2021: £420,000) which is  accrued and is  only payable when the loan notes  are
repaid in October 2024 or earl ier i f the Group chooses.

7. Income tax
2022

£'000
2021

£'000
Current tax
UK corporation tax for the period at 19% (2021: 19%) - -
Deferred tax  
Deferred tax credit/ (charge) on intangible assets 321 (83)
Total  tax credit / (charge) for the year 321 (83)
The relationship between expected tax (credit) / expense based on the standard rate of tax in the UK of 19% (2021: 19%).

The tax expense actual ly recognised in the Consol idated Income Statement can be reconci led as  fol lows:



2022
£'000

2021
£'000

Loss  for the year before tax: (2,608) (2,045)
Tax rate 19% 19%
Expected tax credit (496) (389)
Adjusted for:  
Non-deductible expenses 57 59
Change in tax rates - 334
Differences  in tax rates (1) (60)
Movement in unprovided deferred tax relating to losses 150 135
Short-term timing di fferences (31) 4
Total  tax (credit) / charge for the year (321) 83
The Group has  unrecognised deferred tax assets  in respect of tax losses  carried forward total l ing £2,824,000 (2021:
£2,196,000). There are no restric�ons in the use of tax losses . Deferred tax assets  remain unrecognised un�l  i t becomes
probable that the underlying deduc�ble temporary differences  wi l l  be able to be u�l ised against future taxable income.
During F Y21, the substan�vely enacted tax rate increased from 19% to 25% with effect from 1 Apri l  2023, and is  appl ied in
the measurement of deferred tax as  reflected in the table above.

 
8. Loss per share 2022

£'000
2021

£'000
Loss  attributable to ordinary shareholders (2,287) (2,128)
 

 
Weighted average number of Ordinary Shares  in issue, bas ic and di luted 706,215,686 510,759,930
Basic and di luted loss  per share (0.32)p (0.42)p

The weighted average number of ordinary shares  for the purpose of calculating the bas ic and di luted measures  is  the same.

9. Intangible assets
I ntangible assets  are non-phys ical  assets  which have been obtained as  part of an acquis i�on or research and development

ac�vi�es, such as  innova�ons, introduc�on and improvement of products  and procedures  to improve exis�ng or new

products . Al l  intangible assets  have an iden�fiable future economic benefit to the Group at the point the costs  are incurred.

The amortisation expense is  recorded in administrative expenses  in the Consol idated Income Statement              

Intangible assets
Goodwill

£'000

IT, billing and
website
systems

£'000
Brand
£'000

Customer
lists

£'000
Total
£'000

Cost
At 1 October 2020 9,835 182 1,657 9,280 20,954
Business  combinations        253 179 470 141 1,043
At 30 September 2021 10,088 361 2,127 9,421 21,997
Business  combinations  (note 15)  1,193 - 256 2,024 3,473
At 30 September 2022 11,281 361 2,383 11,445 25,470
 
Accumulated amortisation
At 1 October 2020 - (158) (978) (3,594) (4,730)
Charge for the year - (26) (54) (929) (1,009)
At 1 October 2021  - (184) (1,032) (4,523) (5,739)
Charge for the year - (18) (123) (1,145) (1,286)
At 30 September 2022 - (202) (1,155) (5,668) (7,025)
 
Impairment

At 1 October 2020 (4,447) - (225) (1,193) (5,865)
Charge in the year - - - - -

At 1 October 2021 (4,447) - (225) (1,193) (5,865)
Charge in the year - - - - -

At 30 September 2022 (4,447) - (225) (1,193) (5,865)
 

 

Carrying amount

At 30 September 2022  
6,834 159 1,003 4,584 12,580

At 30 September 2021  5,641 177 870 3,705 10,393
Average remaining amortisation period  8.8 years 8.2 years 4.0 years 4.5 years

For the purposes  of assess ing impairment, assets  are grouped at the lowest levels  for which there are independent cash
inflows (cash genera�ng units ). Goodwi l l  i s  a l located to those assets  that are expected to benefit from synergies  of the
related bus iness  combina�on and represent the lowest level  within the Group at which management monitors  the related
cash inflows. The directors  concluded that at 30 September 2022, there were four CGUs being C loudCoCo Limited,
C loudCoCo Connect Limited (formerly I D E Group Connect Limited), Systems Assurance Limited and More Computers  Limited.
       

Each year, management prepares  the resul�ng cash flow projec�ons us ing a  value in use approach to compare the
recoverable amount of the CGU to the carrying value of goodwi l l  and al located assets  and l iabi l i�es. Any materia l  variance
in this  calculation results  in an impairment charge to the Consol idated Income Statement.

The calcula�ons used to compute cash flows for the CGU level  are based on the Group's  Board approved budget for the next
twelve months, and bus iness  plan, growth rates  for the next five years , weighted average cost of capital  ("WAC C") and other



twelve months, and bus iness  plan, growth rates  for the next five years , weighted average cost of capital  ("WAC C") and other
known variables . The calcula�ons are sens i�ve to movements  in both WAC C and the revenue growth projec�ons. The
impairment calcula�ons were performed us ing post-tax cash flows at post-tax WAC C of 13.25% (F Y21: 11.25%) for each
CGU. The pre-tax discount rate (weighted average cost of capital ) was  calculated at 18% per annum (F Y21:15%) and the
revenue growth rate is  5% per annum (F Y21: 5%) for each CGU for 5 years  and a terminal  growth rate of 2% (F Y21:
2%).               

10. Property, plant and equipment

Right of Use Assets
£'000

IT equipment
£'000

Fixtures,
 fittings and

leasehold
improvements

£'000
Total
£'000

Cost of assets
At 1 October 2020 336 243 41 620
Additions - 24 7 31
Disposals (58) - - (58)
Bus iness  combinations - - 1 1
At 30 September 2021 278 267 49 594
Additions 680 115 - 795
Modifications 378 - - 378
Disposals - (190) (20) (210)
Business  combinations  (note 15) 303 9 2 314
At 30 September 2022 1,639 201 31 1,871

Depreciation
 

At 1 October 2020 164 194 41 399 

Charge for the year 68 27 2 97 

Disposals (51) - - (51) 

At 30 September 2021 181 221 43 445 

Charge for the year 644 42 8 694 

Disposals - (190) (20) (210) 

At 30 September 2022 825 73 31 929 

Net book value
     

At 30 September 2022 814 128 - 942 

At 30 September 2021 97 46 6 149 

The net book value of right of use assets  at 30 September 2022 comprised:

Land &
buildings

£'000

Data Centre
Assets

£'000
Motor Vehicles

£'000
Total
£'000

At 30 September 2022 55 756 3 814
At 30 September 2021 85 - 12 97
The deprecia�on charge in respect of right of use assets  comprises  £530k in respect of data centre assets  and £114k in
respect of property and other assets . Data centre assets  are described in more detai l  in Note 12.

11. Provision for onerous contracts
 2022

£'000
2021

£'000
Provis ions  for onerous  contracts  - short-term element 148 -
Provis ions  for onerous  contracts  - long-term element 927 -
Provis ions  for onerous  contracts 1,075 -
 
As part of the acquis i�on of C loudCoCo Connect Limited (formerly I D E Group Connect Limited) the Group become party to a
number of onerous  contracts  for redundant dark-fibre ci rcuits  that remain under term contracts  which expire over
numerous accoun�ng periods  up un�l  November 2032. The total  amount payable over the term in rela�on to onerous
contracts  i s  £1.3 mi l l ion and was reflected in the lower acquis i tion price paid for the bus iness  in October 2021.

 2022
£'000

2021
£'000

Opening balance - -
Bus iness  combinations  (see note 15) 1,199 -
Payments (153) -
Unwinding of discount 29 -
Clos ing balance 1,075 -

An onerous  contract i s  one where the cost of fulfil l ing the contract exceeds the economic benefits  that wi l l  be received. I n
other words, i t i s  a  contract that i s  expected to result in a  loss . Under IFRS, we are required to recognise the expected losses
from an onerous  contract as  a  l iabi l i ty in the financial  s tatements .

The recogni�on of the onerous  l iabi l i ty i s  based on a rel iable es�mate of the expected costs  and benefits  of the contract.
The l iabi l i ty has  been recognised in the opening balance sheet for Connect and has  been measured at the present value of
the expected future cash ouQlows, us ing a  discount rate equivalent to the current risk-free rate of government bonds over
the term of the onerous  contracts .  The provis ion for these contracts  at 30 September 2022 were £1.1 mi l l ion (2021: ni l ).

12. Lease Liabilities            

The acquis i�on of the Connect bus iness  del ivered with i t 32 data centre loca�ons. The majori ty of data centres  are leased
from third-party suppl iers  on renewable contract terms of up to 5 years  in dura�on. Many of these data centre leases  can
be auto-renewed, res ized or terminated in the months  leading up to the end of the term, creating a  new or modified leases  in
excess  of twelve months, which then fa l l  under IFRS16 as  a  right of use asset with associated lease.        

During the year, the Group entered into new or modified I F RS16 right of use leases  of £1.1 mi l l ion. Those leases, which had
less  than 12 months  remaining on the date of acquis i tion, were treated as  short-term leases  up unti l  the point at which they
were renewed or modified.

2022
£'000

2021
£'000



£'000 £'000
Opening balance 97 183
Additions 711 -
Modifications 378 -
Leases  acquired on the acquis i tion of CloudCoCo Connect Limited (formerly IDE Group
Connect Limited) 397 -

Leases  acquired on the acquis i tion of Systems Assurance Limited - 34
Related interest expense 75 8
Repayment of lease l iabi l i ties (813) (128)
Clos ing balance 845 97
 

2022
£'000

2021
£'000

Current 733 86
Non-current 112 11

845 97
The total  cash ouQlows from leases  (including lower value and short-l i fe leases) in the financial  year was  £2,351,000
(2021: £154,000) of which £1,538,000 relates  to short-l i fe leases  (2021: £34,000).

13. Financial instrument

As part of a  loan note consol ida�on on 21 O ctober 2019, the Company agreed to modify a  loan note original ly provided to
Business  Growth Fund ("BGF") on 26 May 2016. The original  loan note contained a provis ion for share op�ons which were
immediately exercised. The directors  cons idered this  to be in cons idera�on for the ex�nguishment of Loan Notes  with a
principal  amount of £1.5m and accrued interest of £0.1m. I n accordance with I AS 32, the carrying value of the Loan Notes
that were extinguished, £1.3m, was  derecognised and recorded in equity.

O n the same date, the remaining loan notes  with a  principal  amount of £3.5m were acquired by a  M XC Guernsey Limited, a
subs idiary of M XC Capital  (UK ) Limited. The terms of the loan notes  were revised by increas ing the coupon to 12% per
annum compound, rol led up and payable at maturi ty, and extending the term to O ctober 2024. W hen measured us ing the
loan notes ' original  effec�ve interest rate, the present value of the cash flows of the revised instrument were not
s ignificantly different to that of the instrument prior to the modifica�on. As  a  result, the Loan Notes  were not treated as  a
new instrument and continue to be measured at amortised cost.    

 

14. Net debt - net debt comprises:              
2022

£'000

Cash
 movements

£'000

Other
 movements

£'000
2021

£'000

Loan notes  (see note 13) 4,558 - 650 3,908
COVID-19 Bounce-back loans 82 (18) - 100
Deferred cons ideration 152 (180) 177 155
Lease l iabi l i ties 845 (814) 1,562 97
Cash and cash equivalents (1,516) (333) - (1,183)
Total 4,121 (1,345) 2,389 3,077
 
 

 

15. Acquisition of CloudCoCo Connect Limited (formerly IDE Group Connect Limited)
O n 19 O ctober 2021, the Company acquired I D E Group Connect Limited and i ts  subs idiary Nimoveri  Limited (together, the
"Acquis i�ons") from I D E Group Holdings  P LC ("I D E") for a  deferred cons idera�on of £250,000, funded via  a  loan note from
I D E for £250,000 to be repaid over five years  with an annual  interest rate of Bank of England base rate +3% with no
payments  due in the first s ix months. The fa ir value of the deferred cons idera�on, £143,000, was  measured us ing a  rate of
12% reflecting the Company's  cost of borrowing based on i ts  loan notes.

The acquis i�on of Connect and Nimoveri  was  a  related party transac�on pursuant to rule 13 of the AI M Rules  for
Companies , due to M XC Guernsey Limited owning 10.6%. of the Company's  i ssued share capital  and 34.8% of I D E's  i ssued
share capital . The Directors  of the Company (save for Ji l l  Col l ighan who was not deemed independent for this  purpose)
having consulted with the Company's  Nominated Adviser, agreed that the terms of the transac�on were fa ir and reasonable
insofar as  the Company's  shareholders  were concerned. The Group assessed the fa ir value of the acquis i�on of C loudCoCo
Connect Limited as  fol lows:               

Book Cost Fair Value
Adjustment Fair Value

£'000 £'000 £'000

Non-current assets   

Intangible assets  - brand - 256 256

Intangible assets  - customer l i s ts 15 2,009 2,024

Property, plant and equipment 11 - 11

Right of use assets - 303 303

Total  non-current assets 26 2,568 2,594

Current assets  

Trade and other receivables 1,382 (74) 1,308

Cash at bank 497 - 497

Total  current assets 1,879 (74) 1,805

Total assets 1,905  2,494 4,399

Current liabilities  



Current liabilities  

Lease l iabi l i ty (92) (258) (350)

Trade and other payables (1,838) 207 (1,631)

Other taxes  and socia l  securi ty costs (192) - (192)

Contract l iabi l i ties (1,063) - (1,063)

Provis ions  for onerous  contracts - (160) (160)

Accruals (382) - (382)

(3,567)  (211) (3,778)

Non-current liabilities  

Contract l iabi l i ties (15) - (15)

Lease l iabi l i ty (2) (45) (47)

Provis ions  for onerous  contracts - (1,039) (1,039)

Deferred tax l iabi l i ty - (570) (570)

Total liabilities (3,584)  (1,865) (5,449)

Net Liabilities (1,679)  629 (1,050)

Consideration in cash -

Fair value of deferred cons ideration loan 143

Fair value of cost of acquisition    143

Goodwill                                                                                  1,193

The goodwi l l  aris ing on this  acquis i�on was aEributable to the management team, technical  ski l l s  and product knowledge
and know-how, which wi l l  benefit the Group. Direct acquis i�on costs  amoun�ng to £58,000 were wriEen off to the income
statement within exceptional  i tems and included in cash flows from operating activi ties .

The acquis i tion of Connect added a core fibre network and 32 data centre locations  to the Group. The acquis i tion contained
a number of onerous  contracts  for redundant dark-fibre ci rcuits  that remain under term contracts  which expire over
numerous accoun�ng periods  up un�l  November 2032. The total  amount payable over the term in rela�on to onerous
contracts  i s  £1.3 mi l l ion and was reflected in the lower acquis i�on price paid for the bus iness  in O ctober 2021. This  was
recorded at fa i r value in the acquired balance sheet as  a  provis ion of £1.2 mi l l ion.    
 
The majori ty of data centres  are leased from third-party suppl iers  on renewable contract terms of up to 5 years  in duration.
Many of these data centre leases  can be modified in the months  leading up to renewal , crea�ng a new or modified leases  in
excess  of twelve months, which then fa l l  under I F RS16 as  a  right of use asset with associated lease. These new or modified
leases  are recorded at fa i r value in the acquired balance sheet at £0.3 mi l l ion as  right of use assets .
 
Gross  trade receivables  acquired were £1,653,000 before a  loss  a l lowance of £271,000. Further analys is  showed an
addi�onal  loss  a l lowance of £74,000 was required and was recognised on acquis i�on, giving a  net trade receivables
balance of £1,308,000.
 
The Group acquired over 300 bus iness  customers  as  part of the bus iness  combina�on with Connect. I ntangible assets  in

respect of customer l i s ts  reflect the contractual  recurring nature of the en�ty's  revenue base. The fa ir value of the customer

l ists  was  es�mated by discoun�ng the future cashflows that wi l l  be generated from the acquired customer base, including

an es�mate of customer aEri�on over �me. During the year, the Connect acquis i�on contributed £11.6 mi l l ion of revenues.

Due to the use of shared overheads i t i s  not poss ible to accurately calculate the impact that the acquis i�on had on

operating profi ts  during the year.      

16. Post Balance Sheet events

There are no post balance sheet events  to report.
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