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Managing Director’s Report 
For the year ended 31 December 2019 
 
We are pleased to present the audited final results of the Company for the twelve months ended 31 December 
2019. 
 
Financial markets tend to explore the boundaries of an asset’s value, spiking upwards to test highs, and 
capitulating downwards at moments of deep uncertainty. These last few years in the crypto markets have seen 
both ends of the spectrum in full force. The one constant has been the ever-expanding number of credible and 
exciting startup projects launching new disruptive systems using blockchain and decentralised technologies. 
KR1 has been continuously investing in these new projects through this market volatility cycle. We continued 
to add new investments to the portfolio knowing full well that with the increased number of decentralised 
platforms finding real product market fit, the markets would soon return to a more favorable outlook. 
Currently we are seeing many of our earliest investments in the decentralised finance (DeFi) space gaining 
huge traction and recognition as the market catches up with the leap forward that the technology has made.  
 
The last year saw a major step change for KR1 as we became income generating and we are pleased to report 
£241,633 in income from the Company’s staking activities, mainly resulting from our participation in the 
Cosmos Network during the 2019 financial year. Going into 2020 and beyond, staking activities are becoming 
an evermore important area, as further promising portfolio projects such as Polkadot, Dfinity and Ethereum 
turn on their Proof-of-Stake blockchains. On top of our staking success, we undertook active advisory work 
with one of our portfolio companies, Vega Protocol, resulting in revenues of £180,748 in their native token. 
All of these activities combined with our successful track record of investing, have made 2019 another 
successful year for KR1, resulting in an unrealised profit of £2,053,608 reflecting the gain in fair value on 
our digital assets investments with a realised profit on disposal of digital assets of £693,665 for the Company. 
 
Since December 2019 we’ve entered some very turbulent and uncertain times in the global economy, the 
catalyst being the recent Covid19 pandemic outbreak. Yet even before the virus swept across the globe, there 
was an ever-growing unease at the weaknesses within the global financial system, the unfairness and 
inequality the system creates, and the staggering size of the debt that burdens the world’s largest economies. 
Bitcoin’s growth is in direct correlation to these now critical and unsustainable weaknesses, and is seen as a 
hedge against the untrammeled fiat currency printing by the world’s central banks. Respected investor and 
fund manager Paul Tudor Jones of the Tudor Investment Company recently allocated a portion of his fund 
into Bitcoin, joining a long list of influential traders and investors in this momentum shift to Bitcoin and the 
crypto markets. 
 
In March 2020, Bitcoin and all crypto assets saw massive volatility, mirroring the wider market panic on the 
expected economic damage from Covid19, but subsequently weathered the storm. KR1 experienced no 
operational or structural portfolio issues in these challenging times, as the Company is not exposed to 
unnecessary risks and has a modest cost-basis. The fear and uncertainty in the global economy has set a new 
backdrop on which Bitcoin is poised to take its place next to gold as a safe haven asset with Bitcoin acting as 
the ‘bellwether’ or ‘blue chip’ asset in the crypto markets. This is potentially very positive for KR1 which 
holds a solid position in both leading cryptocurrencies, Bitcoin (“BTC”) and Ethereum (“ETH”), in its 
portfolio. 
 
KR1 specialises in seed and early stage investments into projects that use decentralised technologies to create 
innovative products and services to disrupt current systems. More recently, it is DeFi that has come into the 
spotlight with billions of funds flowing into that ecosystem. KR1 was one of the earliest investors in the DeFi 
movement, investing into Melon Protocol in 2017, which was when we first realised the potential for 
programmable money to upend the financial system. Since then we have continued to add more DeFi projects 
to the portfolio including Acala, Argent, Nexus Mutual, Vega Protocol and Union to name a few. Each project 
aims to solve a different aspect of the DeFi puzzle, from uncollateralized lending through to stablecoins, 
decentralised exchanges and insurance. We have further balanced the portfolio with meaningful stakes in 
important infrastructure blockchains, including Polkadot, Cosmos and Dfinity as well as a wide range of 
disruptive projects in other areas such as privacy, scalability and staking. 
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Managing Director’s Report 
For the year ended 31 December 2019 
 
The big bang of decentralised money and applications continues to expand at an ever increasing speed and at 
every corner of the blockchain ecosystem we are seeing increased adoption; from the amount of transactions 
on-chain through to hash rates, active wallet addresses, billions of value locked up in DeFi and more. At KR1 
we are fully involved in experimenting and using these new DeFi platforms in our day to day operations, all 
of which is being built on the Ethereum protocol. The fly in the ointment for Ethereum is its creaking under 
the weight of its own success resulting in high transaction fees and network congestion. These issues will be 
addressed by the long-awaited release of Ethereum 2.0 but the road to launch of a fully featured version remains 
unclear. In the meantime, newer, more advanced layer one protocols will seek to take advantage of these pain 
points in the coming years, opening the door to Ethereum competitors. While we are huge proponents of 
everything Ethereum has delivered to drive this space forward and believe it will dominate the decentralised 
space for years to come, we have major positions in relevant Ethereum competitors, who will drive forward 
experimentation and innovation and promise a universe of many blockchains. 
 
One of these innovative blockchain projects is the Cosmos Network, which has become a major position in 
KR1’s portfolio since Cosmos’ launch in March 2019. Cosmos is positioned as a critical hub that will route 
transactions between different blockchains, analogous to the TCP/IP messaging protocol on the World Wide 
Web. KR1 participated in the first Cosmos funding round in 2017 and, as mentioned above, staking revenue 
from our Cosmos staking activities started to flow into KR1’s balance sheet ever since the network’s launch 
in March 2019. To blow our own trumpets for a moment, KR1 was one of the first institutions to recognise the 
compelling potential of ‘Proof-of-Stake’ blockchain networks, where the early investments are not only seeing 
great appreciation in the crypto markets, but are also proving to be profitable yield bearing crypto assets. 
 
Similar to the above, two other highly anticipated yet-to-launch ‘Proof-of-Stake’ blockchain networks in the 
Company’s portfolio are Polkadot and Dfinity, which are the largest investments that KR1 has made to date. 
Polkadot is in the middle of its launch process as we write and Dfinity recently unveiled the first parts of its 
project, which they executed in stealth, gearing up for a launch process starting as early as later this year. 
 
Since the Initial Coin Offering (ICO) fervour diminished in early 2018, KR1 has been at the forefront of 
participating in newer token distribution methods and models. The need for crypto networks and protocols to 
distribute tokens to active participants who add value in order to be fully decentralised in nature has not 
disappeared, rather it became more important than ever. One of the most compelling new token distribution 
mechanisms, called a ‘Lockdrop’, was pioneered by the Commonwealth Labs and Edgeware team, which saw 
a huge influx of funds. Buoyed by this success, KR1 is participating in more lockdrops and distribution 
mechanisms, prime example being the Plasm Network and aforementioned Edgeware lockdrop, but there are 
many more projects in the pipeline. 
 
For much of 2020, Bitcoin has been sitting ‘still’ under the $10k resistance level with low volatility, however 
this has changed recently with a major break to the upside. Ethereum has also seen a strong price surge, which, 
given the massive success of DeFi projects in generating economic activity on Ethereum, was an expected 
move. These are all very encouraging developments and we are in an excellent position to take full advantage 
of this.  
 
While maximising staking yields and the utilization of our portfolio assets has become an important area for 
us, our focus has always been and continues to be researching the bleeding edge of this transformative 
ecosystem, backing the brightest and best teams to help build out the new decentralised world of Web 3.0 and 
beyond. 
 
George McDonaugh and Keld Van Schreven, KR1 
Managing Directors 
 
 
 
Date: 31 July 2020 

 

Type text here
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Strategic Report 
For the year ended 31 December 2019 
 
The directors present their strategic report for the year ended 31 December 2019.  
 
Review of business 
The results for the year and financial position of the company are as shown in the annexed financial 
statements. 
 
Given the detailed review of the business is given in the Managing Director’s Report, the company's directors 
are of the opinion that a further analysis using Key Performance Indicators is necessary for an understanding 
of the development, performance or position of the business. 
 
Principal risks and uncertainties 
KR1 plc's strategy is to purchase digital assets and private equities in decentralised technology companies. 
This is a new and rapidly changing sector with a significant degree of risk. The company relies heavily on the 
expertise of the directors in the sector and aims to diversify its portfolio to minimise overall risks. 
 
We refer to our financial risk management objectives and policies in note 10 to the accounts. 
 
On behalf of the board: 
 
 
 
 
 
George McDonaugh 

 
 
 
 
 Date: 31 July 2020
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 Report of the Directors 
For the year ended 31 December 2019 
 
The directors present their report with the financial statements of the company for the year ended 
31 December 2019.  
 
Principal activity 
The principal activity of the company in the year under review was that of an investment company trading in 
the blockchain technology sector. 
 
Dividends 
No dividends will be distributed for the year ended 31 December 2019 (2018: £nil).  
 
Future developments 
These are discussed fully in the Managing Director’s Report. 
 
Events since the end of the year 
Information relating to events since the end of the year is given in the notes to the financial statements.  
 
Directors 
The directors shown below have held office during the period from 1 January 2019 to the date of this report.  
 
S Corran (resigned 1 October 2019) 
G McDonaugh   
J Woodgate (resigned 4 June 2019)   
R Williams (resigned 4 June 2019)   
K Van Schreven  
S Nicol (appointed 1 October 2019) 
 
Corporate governance 
The directors recognise the importance of sound corporate governance and intend to observe the requirements 
of the Code of Best Practice, as published by the Committee on Corporate Governance (commonly known as 
the "Combined Code") to the extent they consider appropriate in light of the Company's size, stage of 
development and resources. At present, due to the size of the Company, audit, remuneration and risk 
management issues will be addressed by the Board supported by the Company’s independent advisors. As 
the Company grows the Board will consider establishing an audit and management committee and will 
consider developing further policies and procedures which reflect the principles of good governance and the 
Combined Code. 
 
Strategic Report 
A separate Strategic Report has been prepared (page 4) and which contains information regarding the 
Company’s exposure to risk and its risk management policies and objectives. 
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Report of the Directors 
For the year ended 31 December 2019 
 
Substantial interests 
On 31 December 2019, the following were registered as being interested in 3% or more of the Company's 
ordinary share capital: 
 

  31 December 
2019 Ordinary 

Shares of 
0.19p each 

 
Percentage of 
Issued Share 

Capital 
Vidacos Nominees Limited 33,289,473 25.47% 
Hargreaves Lansdown (Nominees) Limited 11,122,919 8.51% 
Adam Powell 8,806,675 6.74% 
R B Rowan 6,209,649 4.75% 
Hargreaves Lansdown (Nominees) Limited 4,598,643 3.52% 
Pershing Nominees Limited 4,532,893 3.47% 
The Bank of New York (Nominees) Limited 4,000,000 3.06% 

 
Statement of directors' responsibilities 
The directors are responsible 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 elected to prepare the financial statements in accordance with FRS 102: The Financial 
Reporting Standard applicable in the UK and Republic of Ireland as applicable to an Isle of Man Company. 
Under company law the directors must not approve the financial statements unless they are satisfied that they 
give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that 
period.  In preparing these financial statements, the directors are required to:  
 
• select suitable accounting policies and then apply them consistently; 

  
• make judgements and estimates that are reasonable and prudent;  

 
• state whether they have been prepared in accordance with Financial Reporting Standards; and 

  
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the 

Company will continue in business. 
 
The directors are responsible for keeping adequate accounting records that are sufficient to show and explain 
the company's transactions and disclose with reasonable accuracy at any time the financial position of the 
company and enable them to ensure that the financial statements comply with the Companies Act 2006. They 
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the 
prevention and detection of fraud and other irregularities.  
 
Statement as to disclosure of information to the auditors 
So far as the directors are aware, there is no relevant audit information of which the company's auditors are 
unaware, and each director has taken all the steps that he ought to have taken as a director in order to make 
himself aware of any relevant audit information and to establish that the company's auditors are aware of that 
information.  
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Report of the Directors 
For the year ended 31 December 2019 
 
Auditors 
Greystone LLC, being eligible, will be proposed for appointment at the forthcoming Annual General Meeting. 
 
On behalf of the board: 
 
 
 
 
 
G McDonaugh - Director  
 
 
Date: 31 July 2020 
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 REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF 
 KR1 PLC  
 
Opinion 
 
We have audited the financial statements of KR1 Plc (the ‘company’) for the year ended 31 December 2019 
which comprise the statement of comprehensive income, the statement of financial position, the statement of 
changes in equity, the statement of cash flows and the related notes 1 to 17, including a summary of significant 
accounting policies.  The financial reporting framework that has been applied in their preparation is applicable 
law and United Kingdom Accounting Standards, including Financial Reporting Standard 102 The Financial 
Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted 
Accounting Practice). 
 
In our opinion, the financial statements: 
 
• give a true and fair view of the state of the company’s affairs as at 31 December 2019 and of its result for 

the year then ended; and 
• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 

Practice;  
 
Basis for opinion 
 
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and 
applicable law. Our responsibilities under those standards are further described in the Auditor’s 
responsibilities for the audit of the financial statements section of our report. We are independent of the 
company in accordance with the ethical requirements that are relevant to our audit of the financial statements 
in the UK, including the FRC’s Ethical Standard, 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 going concern 
 
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us 
to report to you where: 
 
• the directors’ use of the going concern basis of accounting in the preparation of the financial 
• statements is not appropriate; or 
• the directors have not disclosed in the financial statements any identified material uncertainties that may 

cast significant doubt about the company’s ability to continue to adopt the going concern basis of 
accounting for a period of at least twelve months from the date when the financial statements are 
authorised for issue. 
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF 
 KR1 PLC  
 
Key audit matters 
 
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit 
of the financial statements of the current period and include the most significant assessed risks of material 
misstatement (whether or not due to fraud) we identified, including those which had the greatest effect on: 
the overall audit strategy, the allocation of resources in the audit; and directing the efforts of the engagement 
team. These matters were addressed in the context of our audit of the financial statements as a whole, and in 
forming our opinion thereon, and we do not provide a separate opinion on these matters. 
 
Key audit matter How our audit addressed the key audit matter 
Valuation of digital assets  
At 31 December 2019 the company had digital 
assets valued at £4.6m as disclosed in note 8. As the 
carrying value of these digital assets represents a 
significant asset of the company, it was necessary to 
assess whether the carrying value of the assets 
exceed their fair value. Additionally, the inherent 
volatility of digital assets present additional risks of 
material misstatement, with values changing 
significantly within a single day. In addition, the 
valuation of these investments involve significant 
management judgement as disclosed in note 9. 

We assessed the valuation of digital assets, using 
CoinMarketCap.com to re-calculate the valuation as 
at the year end, using the closing rates for the 31 
December 2019. 
 
We assessed the company’s holding of digital assets 
against market capitalisation and token in circulation 
using data from CoinMarketCap.com to determine 
the company holding as a percentage of the market as 
at 31 December 2019 and 27 July 2020. 
 
Having completed our work in this area, we did not 
identify any material misstatements regarding the 
carrying value of the digital assets. 

  
Key audit matter How our audit addressed the key audit matter 
Existence of digital assets  
As noted above, at 31 December 2019 the company 
had digital assets valued at £4.6m. We considered 
the existence of and rights attached to digital assets 
as an area at risk of material misstatement due to 
their carrying value as well as their intangible 
nature. 

We traced the digital assets using the company’s 
unique private keys to the addresses in which the 
digital assets are held to confirm their existence and 
rights attached to them. 
 
Having completed our work in this area, we did not 
identify any discrepancies with regards to existence 
of digital assets. 

  
Key audit matter How our audit addressed the key audit matter 
Valuation of equity and other investments   
At 31 December 2019 the company had equity and 
other investments of £2.8m as disclosed in note 8. 
As the carrying value of these investment assets 
represents a significant asset of the company, it was 
necessary to assess whether the carrying value of 
the assets exceed its fair value. In addition, the 
valuation of these investments involve significant 
management judgement as disclosed in note 9.  

We critically assessed management’s assumptions 
and techniques used in their valuation of equity and 
other investments for reasonableness and having 
confirmed the reasonableness of management’s 
assumptions and techniques applied.  
 
Having completed our work in this area, we did not 
identify any material misstatements regarding the 
carrying value of the equity and other investments. 
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF 
 KR1 PLC  
 
Our application of materiality 
 
The scope and focus of our audit was influenced by our assessment and application of materiality. We define 
materiality as the magnitude of misstatement that could reasonably be expected to influence the readers and 
the economic decisions of the users of the financial statements. We use materiality to determine the scope of 
our audit and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, 
both individually and on the financial statements as a whole. 
 
Due to the nature of the company we considered digital asset investments and related gains/(losses) along 
with equity and other investments to be the main focus for the readers of the financial statements, accordingly 
this consideration influenced our judgement of materiality. Based on our professional judgement, we 
determined materiality for the company to be £60,000, based on 4.5% of profit for the year. 
 
On the basis of our risk assessments, together with our assessment of the overall control environment, our 
judgement was that performance materiality (i.e. our tolerance for misstatement in an individual account or 
balance) for the company ranged from £40,000 (67% of materiality) for higher risk areas to 46,000 (77% of 
materiality) for lower risk areas. 
 
We agreed to report to those charged with governance all audit differences in excess of £3,000, as well as 
differences below that threshold that, in our view, warranted reporting on qualitative grounds. We also 
reported to those charged with governance on disclosure matters that we identified when assessing the overall 
presentation of the financial statements. 
 
An overview of the scope of our audit 
 
As KR1 Plc is a standalone entity based in the Isle of Man the scope of our work was an audit of the financial 
statements of the company. The scope of the audit and audit strategy was tailored by obtaining an 
understanding of the company, its activities and its control environment. Our planned audit testing was 
directed accordingly and was focused on areas where we assessed there to be the highest risks of material 
misstatement. 
 
We obtained an understanding of how the company uses service organisations in its operations and evaluated 
the design and implementation of relevant controls at the company that relate to the services provided by 
service organisations. We visited the service organisation engaged by KR1 that provides administration and 
director services. 
 
We undertook an interim visit to evaluate the internal controls over those risk areas we identified as being 
relevant to our audit. During the final audit we performed specifically designed audit tests on significant 
transactions, balances and disclosures. 
 
In order to maintain and reinforce our knowledge of KR1 Plc and the risks it faces the engagement partner 
and audit manager met with the Isle of Man based director. This dialogue continued throughout the audit 
process, as we reassessed and re-evaluated audit risks where necessary and tailored our approach accordingly. 
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF 
 KR1 PLC  
 
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. Our 
opinion on the financial statements does not cover the other information and, except to the extent otherwise 
explicitly stated in our report, we do not express any form of assurance conclusion thereon. In connection 
with our audit of the financial statements, our responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the financial statements or our 
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material 
inconsistencies or apparent material misstatements, we are required to determine whether there is a material 
misstatement in the financial statements or a material misstatement of the other information. If, based on the 
work we have performed, we conclude that there is a material misstatement of this other information, we are 
required to report that fact. 
 
We have nothing to report in this regard. 
 
Opinions on other matters 
 
In our opinion, based on the work undertaken in the course of the audit: 
 
• the information given in 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 has been prepared in accordance with applicable legal 

requirements. 
 
Matters on which we report by exception 
 
In the light of the knowledge and understanding of the company and its environment obtained in the course 
of the audit, we have not identified material misstatements in the directors’ report. We have nothing to report 
in respect of the following matters if, in our opinion: 
 
• adequate accounting records have not been kept, or returns adequate for our audit have not been received 

from branches not visited by us; or 
• the 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; or 
• the directors were not entitled to prepare the financial statements in accordance with the small companies 

regime and take advantage of the small companies’ exemptions in preparing the directors’ report and 
from the requirement to prepare a strategic report. 

 
Responsibilities of directors 
 
As explained more fully in the directors’ responsibilities statement set out on page 6, 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 misstatement, whether due to fraud or error. In preparing the financial 
statements, the directors are responsible for assessing the company’s ability to continue as a going concern, 
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting 
unless the directors either intend to liquidate the company or to cease operations, or have no realistic 
alternative but to do so. 
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF 
 KR1 PLC 
 
Auditor’s responsibilities for the audit of the financial statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can 
arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of users taken on the basis of these financial statements. A 
further description of our responsibilities for the audit of the financial statements is located on the Financial 
Reporting Council’s website at:  
https://www.frc.org.uk/Our-Work/Audit/Audit-and-assurance/Standards-and-guidance/Standards-and-
guidance-for-auditors/Auditors-responsibilities-for-audit/Description-of-auditors-responsibilities-for-
audit.aspx  This description forms part of our auditor’s report. 

 
Use of our report 
 
This report is made solely to the company’s members, as a body.  Our audit work has been undertaken so that 
we might state to the company’s members those matters we are required to state in an auditor’s report and for 
no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone 
other than the company and the company’s members, as a body, for our audit work, for this report, or for the 
opinion we have formed. 

 
 

  
 
 

Greystone LLC  
Chartered Accountants & Registered Auditors  
Douglas, Isle of Man 
 

 
31 July 2020 
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Statement of Comprehensive Income 
For the year ended 31 December 2019 
  

   
2019 

 

 Restated 
2018 

(Note 13) 
 Note £  £ 
Income     
Realised gain on disposal of digital investments  693,665  2,354,118 
Staking yields  241,633  - 
Advisory fees  180,748  - 
Unrealised (loss)/gain on investments  (1,080,599)  636,693 
Unrealised gain/(loss) on digital investments  2,053,608  (12,714,187) 
Unrealised (loss)/gain on loan issued  (8,088)  1,665 
  2,080,967  (9,721,711) 
Expenses     
Administration expenses  (117,364)  (102,794) 
Advisory fees  (37,397)  (136,947) 
Audit fees  (14,706)  (19,800) 
Bank charges and trading commissions  (11,122)  (57,188) 
Branding and promotional expenses  (81,300)  (107,675) 
Commission  -  (15,850) 
Escrow fees  (2,500)  - 
Foreign exchange loss  (2,233)  (6,842) 
Insurance  (6,798)  (1,129) 
Legal and professional  (36,313)  (89,703) 
Loss on share buy back  (6,000)  - 
Office rental  (13,671)  (39,317) 
Provision against receivable  (32,466)  - 
Staff costs 3 (268,584)  (455,997) 
Other expenses  (8,711)  - 
Travel expenses  (84,136)  (102,959) 
  (723,301)  (1,136,201) 
     
Taxation 5 (23,778)  2,519,393 
     
Profit/(loss) for the year  1,333,888  (8,338,519) 
     
Other comprehensive income  -  - 
     
Total comprehensive income/(loss) for the year  1,333,888  (8,338,519) 
     
     
Earnings per share expressed in pence per share:     
Basic and diluted 6 1.02  (6.95) 
     

 
The notes on pages 17 to 33 form part of these financial statements.
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Statement of Financial Position 
For the year ended 31 December 2019 
  

   
2019 

 

 Restated 
2018 

(Note 13) 
 Note £  £ 
Assets     
Fixed asset investments 8 7,403,708  5,100,393 
Cash at bank  179,243  87,387 
Cash held on trading platforms  100,130  618,150 
Debtors 7 28,607  819,247 
  7,711,688  6,625,177 
     
Creditors     
Amounts falling due within one year 11 (237,865)  (508,172) 
Net current assets  7,473,823  6,117,005 

     
     
Capital and reserves     
Called up share capital 12 720,076  718,843 
Share premium  3,056,443  3,034,746 
Profit and loss account  3,697,304  2,363,416 
     
Shareholders’ funds  7,473,823  6,117,005 

 
The notes on pages 17 to 33 form part of these financial statements. 
 
The financial statements were approved by the Board of Directors on 31 July 2020 and were signed on its 
behalf by:  
 
 
     
 
 
 
George McDonaugh    Simon Nicol 
         
 
 
 
 
Director        Director  
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Statement of Changes in Equity 
For the year ended 31 December 2019 
 

 
 
The notes on pages 17 to 33 form part of these financial statements. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

 Called up 
Share Capital 

 Share 
Premium 

 Profit and 
Loss Account 

 

 Total Equity 

 £  £  £  £ 
        
Balance at 1 January 
2018 

685,993  2,163,649  10,701,935  13,551,577 

Shares issued 32,850  871,097  -  903,947 
Loss for the year -  -  (8,338,519)  (8,338,519) 
        
Balance at 31 
December 2018 718,843  3,034,746  2,363,416  6,117,005 
        
        
Balance at 1 January 
2019 

718,843  3,034,746  2,363,416  6,117,005 

Exercise of warrant 7,233  21,697  -  28,930 
Buy back of deferred 
shares 

 
(6,000) 

  
- 

  
- 

  
(6,000) 

Profit for the year -  -  1,333,888  1,333,888 
        
Balance at 31 
December 2019 720,076  3,056,443  3,697,304  7,473,823 
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Statement of Cash Flows 
For the year ended 31 December 2019 
 

 
2019 

 

 Restated 
2018 

(Note 13) 
 £  £ 
Cash flows from operating activities    
Profit/(loss) for the year 1,333,888  (8,338,519) 
Realised gain on disposal of digital investments (693,665)  (2,354,118) 
Expenses settled with digital assets (36,249)  - 
Income received in digital assets (422,381)  - 
Foreign exchange loss 2,233  6,842 
Unrealised (gain)/loss on digital investments (2,053,608)  12,714,187 
Unrealised loss/(gain) on other investments 1,088,687  (638,358) 
    
 (781,095)  1,390,034 
    
    
Decrease/(increase) in debtors 790,640  (3,700,304) 
(Decrease) in creditors (270,307)  (816,443) 
 520,333  (4,516,747) 
    
Net cash outflow from operating activities (260,762)  (3,126,713) 
    
Cashflows from investing activities    
Net purchases of investments (186,099)  (607,819) 
Net cash inflow from investing activities (186,099)  (607,819) 
    
Cashflows from financing activities    
Proceeds from issue of ordinary shares 22,930  903,947 
Net cash generated by financing activities 22,930  903,947 
    
    
Net decrease in cash  (423,931)  (2,830,585) 
    
Cash and at the beginning of the year 705,537  3,542,964 
Effect of exchange fluctuations on cash (2,233)  (6,842) 
    
Cash and at 31 December  279,373  705,537 
    
Represented by:    
Cash at bank 179,243  87,387 
Cash held on trading platforms 100,130  618,150 
 279,373  705,537 
    

 
 
    The notes on pages 17 to 33 form part of these financial statements. 
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Notes to the financial statements 
For the year ended 31 December 2019 
 
1. The Company  
 
KR1 PLC (“the Company”) was incorporated in the Isle of Man. Its registered office is 4th Floor, Queen 
Victoria House, 41-43 Victoria Street, Douglas, Isle of Man, IM1 2LF. On 5 February 2018 the Company 
changed its name from Kryptonite 1 PLC to KR1 PLC. The principal activity of the Company is that of an 
investment company trading in the blockchain technology sector. 
 
2. Accounting policies 
 
Basis of preparation 
 
The financial statements are prepared in accordance with Financial Reporting Standard 102 – ‘The Financial 
Reporting Standard applicable in the United Kingdom and Republic of Ireland’ (‘FRS 102’). The financial 
statements have been prepared on the historical cost basis except for the modification to a fair value basis for 
certain financial instruments as specified in the accounting policies below. 
 
The financial statements are presented in GBP. The Company’s functional currency is also GBP and has been 
assessed by the Directors based on consideration of the currency and economic factors that mainly influence 
the Company’s digital investments, investments, operating costs, financing and related transactions. Changes 
to these factors may have an impact on the judgement applied in the determination of the Company’s 
functional currency. 
 
 (a) Measurement convention 
The financial statements have been prepared under the historical cost convention except for investments and 
digital investments which are carried at fair value. 
 
(b) Income 
Income is measured at the fair value of the consideration received or receivable. Income represents amounts 
receivable from digital investments and investment sales, staking yields and advisory fees. Income from 
investment trades is recognised on the date of the sale and income from staking yields and advisory fees is 
recognised on an accruals basis.  
 
(c) Foreign currencies 
Assets and liabilities in foreign currencies are translated into sterling at the rate of exchange ruling at the 
balance sheet date. Transactions in foreign currencies are translated into sterling at the rate of exchange ruling 
at the date of transaction. Foreign exchange differences arising on translation are recognised in profit or loss. 
 
(d) Consolidation 
The subsidiary was incorporated during 2018. Consolidated financial statements have not been prepared as 
they are not required under the Isle of Man Companies Act 2006. 
 
(e) Expenses 
Expenses are accounted for on an accruals basis. 
 
(f) Fixed asset investments 
Investments comprise shares, monetary loan stock, pre Initial Coin Offering (ICO) investments in future 
tokens or equity and investments in digital investments. 
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Notes to the financial statements 
For the year ended 31 December 2019 (continued) 
 
2. Accounting policies (continued) 
 
(f) Fixed asset investments (continued) 
Investments are measured initially at fair value, which is normally the transaction price. Transaction costs are 
excluded if the investments are subsequently measured at fair value through profit and loss. Subsequent to 
initial recognition investments that can be measured reliably are measured at fair value with changes 
recognised in profit or loss.  For those investments listed on a recognised market, net realisable value is taken 
as mid-market price. Where the directors consider the market price of a company is likely to irreversibly fall, 
additional write downs in valuation to below mid-market price are made. The net realisable value of certain 
investments is not readily determinable by reference to a quoted market price. The directors have therefore 
made their own assessment of the net realisable value and adjusted the carrying value of the investment where 
it is considered less than cost. This estimate requires estimation techniques, which are reliant upon their 
experience and expertise. 
 
 Investments in equity instruments that are not publicly traded and whose fair value cannot otherwise be 
measured reliably and contracts linked to such instruments that, if exercised, will result in delivery of such 
instruments, shall be measured at cost less impairment. 
 
(g) Digital investments 
The Company accounts for digital investments at their initial cost and subsequently revalues the carrying 
amounts of the digital investments held at each reporting date based on their current fair value. The changes 
in fair value are recognised in the Company’s Statement of Comprehensive Income. 
 
The Company obtains the equivalency rate of digital currencies, which are held as investments, to GBP from 
various exchanges including Coinmarket and Oanda. The rate obtained from these sources represents a 
generally well recognised quote price in an active market, which market and database is accessible to the 
Company on an ongoing basis. 
 
(h) Convertible loans  
Loans which may be converted into ordinary shares are given a split accounting treatment. The conventional 
debt element is recognised as an asset and is calculated as the present value of future cash flows of that asset 
as discounted at the rate of interest applied to comparable assets without the right to convert. The remaining 
balance is accounted for as equity being the fair value attaching to the option to convert and shown within 
other reserves. 
 
(i) Cash  
Cash includes cash at bank and cash held on trading platforms.   
 
(j) Financial instruments 
 The company 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 company's statement of financial position when the company 
becomes party to the contractual provisions of the instrument. 
 
Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when 
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net 
basis or to realise the asset and settle the liability simultaneously. 
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Notes to the financial statements 
For the year ended 31 December 2019 (continued) 
 
2. Accounting policies (continued) 
 
(j) Financial instruments (continued) 
 
(i) Basic financial assets 
Basic financial assets, which include trade and other receivables and cash and bank balances, are initially 
measured at transaction price including transaction costs and are subsequently carried at amortised cost using 
the effective interest method unless the arrangement constitutes a financing transaction, where the transaction 
is measured at the present value of the future receipts discounted at a market rate of interest. 

 
(ii) Other financial assets 
Other financial assets, including investments in equity instruments which are not subsidiaries, associates or 
joint ventures, are initially measured at lower of cost and NRV. 

 
(iii) Impairment of financial assets 
Financial assets, other than those held at fair value through profit or loss, are assessed for indicators of 
impairment at each reporting end date. 
 
Financial assets are impaired where there is objective evidence that, as a result of one or more events that 
occurred after the initial recognition of the financial asset, the estimated future cash flows have been affected. 
If an asset is impaired, the impairment loss is the difference between the carrying amount and the present 
value of the estimated cash flows discounted at the asset’s original effective interest rate. The impairment loss 
is recognised in profit or loss.  
 
If there is a decrease in the impairment loss arising from an event occurring after the impairment was 
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not exceed 
what the carrying amount would have been, had the impairment not previously been recognised. The 
impairment reversal is recognised in profit or loss. 
 
(iv) Derecognition of financial assets 
Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire or 
are settled, or when the company transfers the financial asset and substantially all the risks and rewards of 
ownership to another entity, or if some significant risks and rewards of ownership are retained but control of 
the asset has transferred to another party that is able to sell the asset in its entirety to an unrelated third party. 

 
(v) Classification of financial liabilities 
Financial liabilities and equity instruments are classified according to the substance of the contractual 
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets 
of the company after deducting all of its liabilities. 
 
Basic financial liabilities, including trade and other payables, bank loans, and preference shares that are 
classified as debt, are initially recognised at transaction price unless the arrangement constitutes a financing 
transaction, where the debt instrument is measured at the present value of the future receipts discounted at a 
market rate of interest. 
 
Debt instruments are subsequently carried at amortised cost, using the effective interest rate method. 
 
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of 
business from suppliers. Accounts payable are classified as current liabilities if payment is due within one 
year or less. If not, they are presented as non-current liabilities. Trade payables are recognised initially at 
transaction price and subsequently measured at amortised cost using the effective interest method. 
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Notes to the financial statements 
For the year ended 31 December 2019 (continued) 
 
2. Accounting policies (continued) 
 
(j) Financial instruments (continued) 
 
(vi) Derecognition of financial liabilities 
Financial liabilities are derecognised when the company’s contractual obligations expire or are discharged or 
cancelled. 
 
(l) Judgements and key sources of estimation uncertainty 
In the application of the company’s accounting policies, the directors are required to make judgements, 
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent 
from other sources. The estimates and associated assumptions are based on historical experience and other 
factors that are considered to be relevant. Actual results may differ from these estimates. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimate is revised where the revision affects only that 
period, or in the period of the revision and future periods where the revision affects both current and future 
periods. 
 
The most significant estimates applied in these financial statements include valuation of investments and 
digital currencies. 
 
(m) Taxation 
Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in profit or loss 
except to the extent that it relates to items recognised directly in equity or other comprehensive income, in 
which case it is recognised directly in equity or other comprehensive income. Current tax is the expected tax 
payable or receivable on the taxable income or loss for the year, using tax rates enacted or substantively 
enacted at the reporting date, and any adjustment to tax payable in respect of previous years. 
 
Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax 
assessments in periods different from those in which they are recognised in the financial statements. Deferred 
tax is not recognised on permanent differences arising because certain types of income or expense are non-
taxable or are disallowable for tax or because certain tax charges or allowances are greater or smaller than the 
corresponding income or expense. Deferred tax is measured at the tax rate that is expected to apply to the 
reversal of the related difference, using tax rates enacted or substantively enacted at the reporting date. 
Deferred tax balances are not discounted. Unrelieved tax losses and other deferred tax assets are recognised 
only to the extent that is it probable that they will be recovered against the reversal of deferred tax liabilities 
or other future taxable profits. 
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Notes to the financial statements 
For the year ended 31 December 2019 (continued) 
 
3. Staff costs 
 

   
2019 

  
2018 

  £  £ 
Directors’ salaries  132,546  147,978 
Staff salaries  39,469  46,056 
Social security costs  96,569  261,963 
     
Wages and salaries  268,584  455,997 
     
The average monthly number of employees during the year was as follows: 
   

2019 
  

2018 
Directors  3  4 
   

2019 
  

2018 
Employees  1  1 

 
The Company operates a Director’s and Analyst bonus scheme whereby a bonus pool is created equal to 15% 
(2018: 15%) of the portfolio appreciation for the relevant period.  
 
The portfolio appreciation is calculated with reference to the Company’s audited financial statements as: 
Current Audited Net Assets prior to any company bonus scheme  
Less:  
• the previous years Audited Net Assets, where a bonus was due (31 December 2017) 
• any capital injections in the period between the above two Audit Net Asset positions 
 
A participant may elect to receive an amount of bonus in unlisted digital tokens, however the percentage paid 
to all participants must not exceed 20% of that particular investment. Such tokens if chosen by the participant 
will be held on trust by the Company until such time as they are traded on a public exchange.  
 
Bonus amounts paid in cash will be paid net of social security costs by the Company. Should the participant 
elect to receive an amount of bonus in unlisted digital tokens, the participant shall be liable for all tax plus all 
or any other deductions required by law. 
 
At the year end an accrual for the bonus pool relevant to the year has been calculated at £nil (2018: £nil). 



KR1 PLC  
 

 
 22  

Notes to the financial statements 
For the year ended 31 December 2019 (continued) 
 
4. Operating profit/(loss) 
 
The operating profit/(loss) is stated after charging: 
 

   
2019 

 Restated 
2018 

  £  £ 
Auditors’ remuneration  14,706  19,800 
Foreign exchange loss  2,233  6,842 
Unrealised (gain)/loss on digital investments  (2,053,608)  12,714,187 
Unrealised loss/(gain) on loan issued  8,088  (1,665) 
Unrealised loss/(gain) on investments  1,080,599  (636,519) 
Directors’ remuneration  96,569  261,963 

  
 5. Tax on profit on ordinary activities  
 
The company is subject to tax in the Isle of Man at a rate of 0% (2018: 0%). 
The company has a UK permanent establishment which is subject to income tax in the UK at a rate of 19% 
(2018: 19%).  
 

 a) Analysis of charge in period   
 Current tax:   
  2019 2018 
  £ £ 
 UK corporation tax on profits in the period 23,778 115,634 
    
 Deferred tax:   
    
 Origination and reversal of timing difference - (2,635,027) 
  ___________ ___________ 
 Tax on profit of ordinary activities  23,778 (2,519,393) 
  ___________ ___________ 
    
 b) Factors affecting tax charge for the period   
    
 The tax assessed for the period on the UK Permanent establishment is lower than the standard rate 

of tax for an open ended investment company in the UK (19%) 
    
 The differences are explained below:   
  2019 2018 
  £ £ 
 Profit on ordinary activities before tax 125,149 608,601 
    
 Profit on ordinary activities multiplied by the 

standard rate of tax 
23,778 115,634 

    
 Effects of:   
 Write back of deferred tax  - (2,635,027) 
  ___________ ___________ 
 Tax charge for the period 23,778 (2,519,393) 
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Notes to the financial statements 
For the year ended 31 December 2019 (continued) 
 
6. Earnings per share 
 
The basic profit/(loss) per share is calculated by dividing the profit/loss for the year attributable to ordinary 
shareholders by the weighted average number of shares in issue. 
 
Profit/(loss) for the year - £ 1,333,888 (2018: £ (8,338,519)). 
Weighted average number of Ordinary 0.19p Shares in issue – 130,695,850 (2018: 120,063,148). 
Profit/(loss) per share - basic – 1.02p (2018: (6.95p)). 
 
The conversion rights attaching to the Deferred Shares are not dilutive for the year. 
 
Weighted average number of Ordinary 0.19p Shares in issue for dilutive purposes – 130,695,850 (2018: 
126,889,175). 
 
Profit/(loss) per share - dilutive – 1.02p (2018: (6.95p)). 
 
7. Debtors: amounts falling due within one year 
 

   2019  2018 
  £  £ 
Staff advances  -  42,958 
Due from Subsidiary  32,466  1,534 
Provision against loan from subsidiary  (32,466)  - 
Prepayments  26,107  10,977 
Due from escrow  2,500  763,778 
     
  28,607  819,247 

 
The Company intends to dissolve its subsidiary, KRX Limited, and has provided fully against the receivable. 
This amount due from KRX Limited is unsecured, interest free and repayable on demand. The amount due 
from escrow represents an overpayment of escrow fees which was refunded to the Company on 21 July 2020. 
 
8. Fixed asset investments 
 

   
2019 

 Restated 
2018 

Financial instruments at fair value:  £  £ 
Subsidiary  100  100 
Listed investments  20,933  63,951 
Unlisted equity investments  540,497  1,381,107 
Pre ICO investments  1,948,286  2,060,271 
Digital investments  4,628,751  1,142,216 
Debt instrument at amortised cost:     
Loan issued  130,104  138,192 
Convertible loan notes  135,037  314,556 
  7,403,708  5,100,393 

 
The subsidiary, KRX Limited, was incorporated in Gibraltar 3 July 2018 with a view aiding token-based 
projects to list on the Gibraltar Blockchain Exchange (GBX). Some items of expenditure have been paid by 
the Company as detailed in note 14. During the year the subsidiary earned introductory fees of £19,036 which 
were transferred to the Company as partial repayment of the shareholder loan. Thereafter the subsidiary has 
ceased to trade and will be dissolved post year end.  
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Notes to the financial statements 
For the year ended 31 December 2019 (continued) 
 
8. Fixed asset investments (continued) 
 
The loan issued is an interest free EUR denominated loan which does not have fixed repayment terms. The 
movement on the loan relates wholly to an exchange gain arising in the period.  
 
The Company accounts for fixed asset investments at their initial cost and subsequently revalues the carrying 
amounts of the fixed asset investments held at each reporting date based on their current fair value. The 
changes in fair value are recognised in the Company’s Statement of Comprehensive Income. 
 

   2019  Restated 
2018 

(Note 13) 
  £  £ 
     
Balance at 1 January   5,100,393  16,719,430 
Acquisition of fixed asset investments  3,210,357  7,446,077 
Disposal of fixed asset investments  (1,871,963)  (6,788,503) 
Movement in net unrealised gain  964,921  (12,276,611) 
     
Balance at 31 December  7,403,708  5,100,393 

 
   

2019 
 

 Restated 
2018 

(Note 13) 
  £  £ 
Fixed asset investments  6,438,787  17,377,004 
Unrealised gain/(loss) fixed asset investments  964,921  (12,276,611) 
     
  7,403,708  5,100,393 

 
9.  Fair value estimation 
 
The fair value of financial assets and liabilities traded in active markets (such as publicly traded securities) 
are based on quoted market prices at the close of trading on the year end date. The Company holds listed 
investments with a value of £63,951 at the year end which are considered as a Level 1 in the fair value 
hierarchy.  
 
For instruments for which there is no active market, the Company may use internally developed models, 
which are usually based on valuation methods and techniques generally recognised as standard within the 
industry. Valuation models are used primarily to value unlisted equity and options, for which markets were 
or have been inactive during the financial year. Some of the inputs to these models may not be market 
observable and are therefore estimated based on assumptions. The output of a model is always an estimate or 
approximation of a value that cannot be determined with certainty, and valuation techniques employed may 
not fully reflect all factors relevant to the positions the Company holds. Valuations are therefore adjusted, 
where appropriate, to allow for additional factors including model risk, liquidity risk and counterparty risk. 
 
 The fair value hierarchy has the following levels: 
 
•     Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or   liabilities that 
the entity can access at the measurement date; 
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Notes to the financial statements 
For the year ended 31 December 2019 (continued) 
 
9.  Fair value estimation (continued) 
 
•     Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for 
the asset or liability, either directly or indirectly; and 
 
•     Level 3 inputs are unobservable inputs for the asset or liability. 
 
The other fixed asset investments are also valued at fair value through the profit or loss but are unlisted 
investments and are considered as level 3 in the fair value hierarchy.  
 
The Company obtains the equivalency rate of digital currencies, which are held as investments, to GBP from 
various exchanges including Coinmarket and Oanda. The rate obtained from these sources is considered to 
represent the best estimate of fair value available for digital currencies however these prices do not take into 
consideration the company’s holding as a percentage of market capitalisation and do not reflect an 
immediately obtainable price. They simply illustrate the best guidance for estimating each digital currency’s 
fair value. As a result of this and the volatility and other aspects detailed in note 10 they are therefore 
considered as a Level 3 in the fair value hierarchy. 
 
Whilst an argument could be made for Bitcoin and/or Ethereum to be considered at a higher level, they have 
been treated as Level 3 for consistency purposes and to view the aggregate portfolio holistically. 
 
The following table includes a roll forward of the amounts for the years ended 31 December 2019 and 31 
December 2018 for investments at fair value through profit or loss and classified within Level 3. The 
classification of a financial instrument within Level 3 is based upon the significance of the unobservable 
inputs to the overall fair value measurement. 
 

   2019  2018 
    (Note 13) 

  £  £ 
Level 3:     
Balance at 1 January   5,036,442  16,719,430 
Acquisition of investments  3,210,357  7,472,633 
Disposal of investments   (1,871,963)  (6,788,503) 
Movement in net unrealised gain/(loss)   1,007,939  (12,367,118) 
     
Balance at 31 December  7,382,775  5,036,442 

 
The table below shows the valuation techniques and key assumptions applied to the underlying unlisted 
investments. 
 

Valuation technique
  

Significant unobservable inputs Unlisted 
investment 

  £ 
Level 3:   
Subsidiary Cost 100 
Unlisted equity investments Cost less impairment 540,497 
Pre ICO investments Cost less impairment 1,948,286 
Digital investments Fair value 4,628,751 
Debt instrument Cost less impairment 130,104 
Convertible loan notes Cost plus interest accrued 135,037 
   
  7,382,775 
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Notes to the financial statements 
For the year ended 31 December 2019 (continued) 
 
10. Financial instruments and risk management 
 
 The Company is exposed, in varying degrees, to a variety of financial related risks including liquidity risk, 
credit risk and market risk. These risk arise through directly held investments and activities of the Company 
and are actively managed by the board of Directors on an ongoing basis. 
 
Liquidity risk 
Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with 
its financial liabilities that are settled by delivering cash or another financial asset. As at the year end the 
Company does not have significant financial liabilities. 
 
Credit risk 
Credit risk is the risk that an issuer or counterparty will be unable or unwilling to meet a commitment that it 
has entered into with the Company. The Company has advanced convertible loan notes to private companies 
which exposes the Company to credit risk. The loans are advanced to unquoted private companies, which 
have no credit risk rating. They are entered into as part of the investment strategy of the Company. The 
Company is also exposed to Credit risk through its cash and cash equivalents and digital currencies, at bank 
and on trading platforms. 
 
The Directors continually review all advanced loans and credit ratings of counterparty financial institutions 
on a regular basis. 
 
At the reporting date the financial assets exposed to credit risk amounted to the following: 
 

   2019   2018 
(Note 13) 

  £  £ 
     
Cash at bank  179,241  87,387 
Cash held on trading platforms  100,130  618,150 
Convertible loan notes  135,037  314,556 
     
  414,408  1,020,093 

 
Cash balances are placed with a creditworthy financial institution. Standard Bank Group Limited is rated, by 
Moody’s, (P)Ba2. A proportion of the Company’s cash is held on recognised trading platforms. 
 
Market risk 
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates, equity 
prices and digital asset prices will affect the Company’s income or the value of its holdings of financial 
instruments. The objective of market risk management is to manage and control market risk exposures within 
acceptable parameters, while optimising the return. 
 
Market price risk  
Market price risk is the risk that the fair value of the financial interests of the Company will fluctuate as a 
result of changes in market prices, other than those arising from interest rate and currency risks. The Company 
primarily obtains digital investments and interests in unquoted private enterprises through equity stakes and 
by providing seed funding. Due to the concentrated nature of these interests, the Company is exposed to 
inherent price risks. The Company’s investments at fair value represents a significant interest in digital 
investments and blockchain technology sector.  These market price risks are managed by the Company 
through ongoing monitoring and adjusting the investment strategy to better manage exposures to price risk. 
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Notes to the financial statements 
For the year ended 31 December 2019 (continued) 

 
10. Financial risk (continued) 
 
Sensitivity analysis for digital investments 
If the average fair values of the digital investments at fair value through profit or loss had increased/decreased 
by 10% during 2019 with all other variables held constant, the Company’s profit for the year would have 
moved by +/- £461,117 (2018: +/- £104,290). 
 
Sensitivity analysis for pre ICO investments 
If the average fair values of the pre ICO investments at fair value through profit or loss had 
increased/decreased by 10% during 2019 with all other variables held constant, the Company’s profit for the 
year would have moved by +/- £194,829 (2018: +/- £206,027). 
 
Sensitivity analysis for equity investments 
If the average fair values of the equity investments at fair value through profit or loss had increased/decreased 
by 10% during 2019 with all other variables held constant, the Company’s profit for the year would have 
moved by +/- £54,050 (2018: +/- £144,506). 
 
Foreign currency risk 
The Company invests in financial instruments and enters into transactions that are denominated in currencies 
other than its function currency. Consequently, the Company is exposed to risk that the exchange rate of its 
currency relative to other foreign currencies may change in a manner that has an adverse effect on the fair 
value of future cash flows of that portion of the Companies financial assets or liabilities denominated in 
currencies other than British Pounds. 
 
The Company’s total net exposure to fluctuations in foreign currency exchange rate at the statement of 
financial position date and as at 31 December 2018 was as follows: 

 
31 December 2019     USD 
Cash £102,793    136,380 
    136,380 
     
Liabilities £ (3,769)    (5,000) 
    (5,000) 
     
31 December 2018     USD 
Cash £291,923    371,745 
    371,745 

 
31 December 2019     EUR 
Cash £nil    - 
    - 
     
31 December 2018     EUR 
Cash £329,001    366,040 
    366,040 

 
If the USD exchange rate had increased/decreased by 10% at 31 December 2019 with all other variables held 
constant, the Company’s profit for the year would have increased/decreased by £9,902.  
 
If the EUR exchange rate had increased/decreased by 10% at 31 December 2019 with all other variables held 
constant, the Company’s profit for the year would have increased/decreased by £nil. 
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Notes to the financial statements 
For the year ended 31 December 2019 (continued) 
 
10. Financial risk (continued) 
 
Interest rate risk 
Interest rate risk is the risk that changes in interest rates will affect the Company’s income or the value of 
financial instruments. The Company is not exposed to significant interest rate risk 
 
Capital risk management 
The Company’s capital structure comprises shareholders’ equity as required to fund asset acquisitions.  The 
Company’s objective when managing its capital structure is to finance internally generated growth and 
maintain financial flexibility including access to capital markets.  The capital of the Company is managed by 
the Directors. 
 
Concentration of risks 
The Company invests primarily in digital investments. These investments may involve certain risk 
management considerations including: 
 
Custody of Company assets 
The Company maintains custody of the digital investments, by generating the private keys that control 
movement of the digital asset. Digital asset exchanges may also require the Company to provide control of 
the private keys when an exchange is utilized by the Company. The Company is responsible for taking such 
steps as it determines, in its sole judgment, to be required to maintain access to these keys, and prevent their 
exposure from hacking, malware and general security threats. The Directors are not liable to the Company 
for the failure or penetration of the security system absent gross negligence, fraud or criminal behaviour on 
the part of the Company. To the extent that the security system is penetrated, any loss of the Company’s 
digital investments may adversely affect the Company’s investment, and could result in total loss of capital. 
The Company has a substantial portion of its assets in custody on various digital asset exchanges, financial 
institutions, or held in private wallets in connection with its trading of certain investments and its cash 
management activities. In the event of a party’s insolvency, recovery of the Company’s assets on deposit may 
be lost. As the Company custodies a substantial portion of its assets on various exchanges, financial 
institutions, and private wallets, the Company has group concentrations of credit risk with these parties. 
 
Risk of loss of private key 
Digital investments are controllable only by the possessor of unique private keys relating to the addresses in 
which the digital investments are held. The theft, loss or destructions of a private key required to access a 
digital asset is irreversible, and such private keys would not be capable of being restored by the Company. 
Any loss of private keys relating to digital wallets used to store the Company’s digital investments could 
result in the loss of the digital investments and the Company could incur substantial, or even total, loss of 
capital. 
 
Technology and security 
The Company must adapt to technological change in order to secure and safeguard digital investments. While 
the Company believes it has developed an appropriate proprietary security system reasonably designed to 
safeguard the Company’s digital investments from theft, loss, destruction or other issues relating to hackers 
and technological attack, such assessment is based upon known technology and threats. To the extent that the 
Company is unable to identify and mitigate or stop new security threats, the Company’s digital investments 
may be subject to theft, loss, destruction or other attack, which could have a negative impact on the 
performance of the Company or result in loss of the Company’s assets. 
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10. Financial risk (continued) 
 
Volatility and speculative 
Digital investments represent a speculative investment and involve a high degree of risk. As relatively new 
products and technologies, digital investments have not been widely adopted as a means of payment for goods 
and services by major retail and commercial outlets. Conversely, a significant portion of the demand for 
digital investments is generated by speculators and investors seeking to profit from the short or long term 
holding of digital investments. The relative lack of acceptance of digital investments in the retail and 
commercial marketplace limits the ability of end‐users to pay for goods and services with digital investments. 
A lack of expansion by digital investments into retail and commercial markets, or a contraction of such use, 
may result in increased volatility. 
 
Counterparty risk 
Some of the markets in which the Company may affect its transactions are “over the counter” or “interdealer” 
markets. The participants in such markets are typically not subject to credit evaluation and regulatory 
oversight as are members of “exchange–based” markets. This exposes the Company to the risk that a 
counterparty will not settle a transaction in accordance with its terms and conditions because of a dispute over 
the terms of the contract (whether or not bona fide) or because of a credit or liquidity problem, thus causing 
the Company to suffer a loss. Such “counterparty risk” is accentuated for digital investments where the 
Company has concentrated its transactions with a small group of counterparties. The Company is not 
restricted from dealing with any particular counterparty or from concentrating any or all of its transactions 
with one counterparty. Moreover, the Company has no internal credit function that evaluates the 
creditworthiness of their counterparties. The ability of the Company to transact business with any one or 
number of counterparties, the lack of any meaningful and independent evaluation of such counterparty’s 
financial capabilities and the absence of a regulated market to facilitate settlement may increase the potential 
for losses by the Company. 
 
Digital investments exchanges 
The digital investments exchanges on which digital investments trade are relatively new and largely 
unregulated and may therefore be more exposed to theft, fraud and failure than established, regulated 
exchanges for other products. In general, digital asset exchanges are currently start-up businesses with no 
institutional backing, limited operating history and no publicly available financial information. Exchanges 
generally require cash to be deposited in advance in order to purchase digital investments, and no assurance 
can be given that those deposit funds can be recovered. Additionally, upon sale of digital investments, cash 
proceeds may not be received from the exchange for several business days. The participation in exchanges 
requires users to take on credit risk by transferring digital investments from a personal account to a third 
party's account. The Company will take credit risk of an exchange every time it transacts. Digital asset 
exchanges may impose daily, weekly, monthly or customer specific transaction or distribution limits or 
suspend withdrawals entirely, rendering the exchange of digital investments for fiat currency difficult or 
impossible. Additionally, digital asset prices and valuations on digital asset exchanges have been volatile and 
subject to influence by many factors including the levels of liquidity on exchanges and operational 
interruptions and disruptions. The prices and valuation of digital investments remain subject to any volatility 
experienced by digital asset exchanges, and any such volatility can adversely affect an investment in the 
Company. Digital asset exchanges are appealing targets for cybercrime, hackers and malware. It is possible 
that while engaging in transactions with various digital asset exchanges located throughout the world, any 
such exchange may cease operations due to theft, fraud, security breach, liquidity issues, or government 
investigation. In addition, banks may refuse to process wire transfers to or from exchanges.  
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10. Financial risk (continued) 
 
Digital investments exchanges (continued) 
 
Over the past several years, many exchanges have, indeed, closed due to fraud, theft, government or 
regulatory involvement, failure or security breaches, or banking issues. Any financial, security or operational 
difficulties experienced by such exchanges may result in an inability of the Company to recover money or 
digital investments being held by the exchange, or to pay investors upon redemption. Further, the Company 
may be unable to recover digital investments awaiting transmission into or out of the Company, all of which 
could adversely affect an investment in the Company. Additionally, to the extent that the digital asset 
exchanges representing a substantial portion of the volume in digital asset trading are involved in fraud or 
experience security failures or other operational issues, such digital asset exchanges' failures may result in 
loss or less favourable prices of digital investments, or may adversely affect the Company, its operations and 
investments. 
 
11. Creditors: amounts falling due within one year 
 

   2019  2018 
  £  £ 
Trade creditors  34,892  112,618 
Tax accrual  135,232  348,993 
Accrued expenses  67,741  46,561 
  237,865  508,172 

 
12. Called up share capital 
 
Allotted, issued and fully paid 
Number: 
 

 Class 
 
 

   Nominal value 
 
 

2019 
£ 
 

2018 
£ 
 

130,695,850 (2018: 126,889,175)  New Ordinary 0.19p 248,323 241,090 
3,000,000  Deferred A 0.1p - 3,000 
3,000,000  Deferred B 0.1p - 3,000 
31,411,002  Deferred C 0.9p 282,699 282,699 
210,061,001  Deferred D 0.09p 189,054 189,054 
    720,076 718,843 
      

 
On 8 July 2019, the Company completed a Buy Back of all deferred A and deferred B shares in issue and 
subsequently cancelled the acquired shares. 
 
On 26 February 2019, the Company issued 3,806,675 new ordinary shares of 0.19 pence following the 
exercise of 3,806,675 warrants. 
 
On 31 May 2018, the Company issued 789,473 ordinary shares of 0.19 pence each at a price of 10 pence per 
share, to a consultant as payment in kind for services rendered to the Company.  
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12. Called up share capital (continued) 

 
On 19 December 2018, the Company raised £785,000 through the issue of 15,700,000 ordinary 
shares of 0.19 pence each at a price of 5 pence per share. As at 31 December 2018 a share debtor 
of £763,778 is due to the Company as detailed in note 7. The amount constitutes the fundraise of 
£785,000 less expenses deducted.  
 
On 19 December 2018, the Company issued 800,000 ordinary shares of 0.19 pence each at a price 
of 5 pence per share, to two consultants as payment in kind for services rendered to the Company.  
 
Special rights/constraints attaching to the deferred A and B shares are as follows: 
 
The deferred A shareholders have one vote at general meetings of the company. Until such time as 
the ordinary shares of the company have traded on the AQSE markets or any other facility 
recognised as a medium for trading shares at a mid-market price of no less than 6p per share for a 
continuous period of 28 days, these shares carry no rights to dividends or to participation in the 
assets of the company other than the right to repayment at par on a winding up, such payment to be 
deferred to repayment at par of the ordinary shares. After the mid-market price has achieved 6p for 
a continuous period of 28 days each deferred A share will have rights equivalent to ordinary shares. 
 
In the event that on a winding up there is no surplus of assets of the company over the paid-up 
capital of the company the right to repayment of the ordinary shares will take priority over the 
repayment of the deferred A Shares. 
 
The deferred B Shareholders have one vote at general meetings of the company. Until such time as 
the ordinary shares of the company have traded on the AQSE markets or any other facility 
recognised as a medium for trading shares at a mid-market price of no less than 7.5p per share for 
a continuous period of 28 days, these shares carry no rights to dividends or participation in the 
assets of the company other than a right to repayment at par on a winding up, such repayment to be 
deferred to repayment at par of the ordinary shares and deferred A shares. After the mid-market 
price has achieved 7.5p for a continuous period of 28 days each deferred B share will have rights 
equivalent to an ordinary share. In the event that on a winding up there is no surplus of assets of 
the company over the paid-up capital of the company the right to repayment of the ordinary shares 
and the deferred A shares will take priority over the repayment of the deferred B shares. 
 
On 7 April 2010, the ordinary shares were sub-divided into one ordinary share 0.1 pence per share 
and one deferred C share of 0.9 pence per share. 
 
Special rights/constraints attaching to the ordinary shares and deferred C shares are as follows: 
 
The ordinary shares will entitle the holders to receive notice of, attend and vote at general meetings 
of the company. The ordinary shares will carry the right to participate in dividends declared by the 
company. On a winding up, the ordinary shares will carry the right to repayment at par (£0.001 per 
share) in priority to deferred A shares, deferred B shares and deferred C shares and the right to 
participate in any surplus assets of the company. 
 
The deferred C shares do not carry the right to participate in any surplus assets of the Company. 
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12. Called up share capital (continued) 
 
The deferred C shares have very limited rights and will not entitle the holder to receive notice of, attend or 
vote at general meetings of the company. The deferred C shares will carry no rights to participate in dividends 
declared by the company. On a winding up, the deferred C shares will carry the right to repayment at par 
(£0.009 per share), deferred to repayment at par of the ordinary shares, deferred A shares and deferred B 
shares. 
 
The deferred D shares shall not entitle the holder to receive notice of, attend or vote at general meetings of 
the Company. Each deferred D share shall carry no rights to dividends or to participation in the assets of the 
Company other than a right to repayment at par on a winding up, such repayment to be deferred to repayment 
at par of the ordinary shares, deferred A shares and deferred B shares. 
 
In the event of any sub division of any part of the shares of the company or in the event of a takeover, 
amalgamation or any form of reconstruction of the company the price specified above for the deferred A and 
B shares shall be amended as may be just and equitable in the circumstances in a manner to be determined by 
the auditors. 
 
13. Prior year restatement 
In the prior year Bitcoin cash, Bitcoin and Ethereum were treated as cash equivalents. In line with current 
guidance these have now been treated as Digital Investments and have been accounted for in accordance with 
the accounting polies set out in note 2(g). The prior year accounts have been restated to reflect this change in 
accounting treatment. The nature of this restatement is presentational, therefore, there has been no change to 
the underlying result for the year ended 31 December 2018 nor has it had any effect of on the overall financial 
position of the company for the year ended then. 
 
14. Related party disclosures 
 
Bridgewater (IOM) Limited provides administrative services to the company. Administration charges for 
these services amounted to £101,436 (2018: £84,000). S Corran is a director of Bridgewater (IOM) Limited. 
S Nicol is an employee of Bridgewater (IOM) Limited. As at the year end the amount owed to Bridgewater 
(IOM) Limited was £43,200 (2018: £63,840). 
 
During the year the Company paid advisory fees of £13,125 (2018; £nil) and office rental of £nil (2018; 
£27,648) to Smaller Company Capital Limited. R Williams and J Woodgate are also directors of Smaller 
Company Capital Limited. Both R Williams and J Woodgate resigned as directors of the Company on 4 June 
2019. 
 
During the year the Company paid administration expenses of £ 49,968 (2018; £1,554) on behalf of its 
subsidiary and received tokens to the value of £19,036 as part repayment. As detailed in note 7, the remaining 
receivable of £32,466 has been provided against in full because the Company intends to dissolve the 
subsidiary. 
 
15. Post balance sheet events 

  
Since the start of January 2020, the outbreak of coronavirus, which is a rapidly evolving situation, has 
adversely impacted global financial markets. The rapid development and fluidity of this situation precludes 
any prediction as its ultimate impact, which may have a continued adverse impact on economic and market 
conditions and trigger a period of global economic slowdown. The Directors do not believe there is any 
significant financial impact to the financial statements as at 31 December 2019, as a result of this subsequent 
event. The Directors continue to monitor this situation closely. 
              
On 7 February 2020, the Company invested $65,000 in the Acala Network seed round and will receive a total 
of 866,666.67 Acala (ACA) cryptographic tokens. 
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15. Post balance sheet events (continued) 
 
Further to the year end the Company has participated a Plasm lockdrop on Ethereum whereby 232, 500 and 
500 ETH are time-locked from 24 March 2020, 13 April 2020 and 13 April 2020 for 1000, 300 and 100 days 
respectively. In return the Company will receive 66,285,652.28 Plasm (PLM) tokens. 
  
Further to the year end the Company has gradually sold 50% of its Rocketpool (RPL) tokens with a cost of 
£33,135 generating proceeds of £265,777.  
  
Further to the year end the Company has gradually sold 24% of its Nexus Mutual (NXM) tokens with a cost 
of £58,107 generating proceeds of £371,578. 
  
On 19 May 2020 a Convertible Loan Note held in Vo1t Ltd to the value of £250,000 was converted into 
equity increasing the Companies equity in Vo1t to £450,000 and the Company signed an agreement for the 
full disposal of all Vo1t shares for a base consideration equivalent to £183,691. 
 
There have been no events subsequent to the year-end which require adjustment of or disclosure in the 
financial statements or notes thereto. 
 
16. Ultimate controlling party 
 
There is not deemed to be an ultimate controlling party. 
 
 17. Net asset value per share 
 
The company has a net asset value per Ordinary Share of 5.72p (2018: 4.82p). 
 
The net asset value per Ordinary Share is at 5.72p (2018: 4.82p) if the market value of the current asset 
investments is included within the assessment of the net assets. 

 


