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Longsand lelted

Strategic report
The directors present their strategic report on the _Company for the year ended 31 October 2020.

Review of the business

The Company’s prlncrpal activity is the deve|opment of the Autonomy intellectual property and licensing
the related- software rights predominantly to Autonomy Systems Limited (“ASL"). The Company funds
research and -development performed on owned intelfectual property and collects royalties earned on
the underlying trade.

The loss for the year after taxatlon amounted to $3,771,000 (year ended 31 October 2019 - loss of
$19,956,000). The loss. includes’ amortlsatlon of |ntellectual property rights totalling $20, 682 000 (31
October 2019 — $22, 562,000).

- The Company pald no dividend during the year (year ended 31 October 2019.— $ Nil).

The Company has several key performance measures used mternally to monitor performance andto -
assist investment decisions. The key performance indicators are: ' :

. Revenue '
. Research and development expenditure;
e Earnings before interest, taxes, depreciation; impairment, amortisation (“EBITDA"); and"

¢  Netassets.

" Performance and financial position in the current and prior year is summarized as follows:
' ‘ ' ‘Year Year -

. ended ended .

31 October .31 October .
2020, . 2019
$000 $000
Revenue - : 104,191 100,032
Research and development expenditure . 51,740 . 61,619
EBITDA - . ' - 16,793 . 4,502

- Net assets ) : ' o 33,653 37,424 .

Revenue has increased as a- result of ﬂuctuatlons in the apphcable revenues of fellow sub5|d|ar|es
within the group from which the Company received royalties.

The total amount charged to the prof it and loss account for research and development expenditure
during the year has decreased to $51,740,000 (year ended 31 October 2019 — $61,619,000). The .
Company funds the development of new software products and continues to invest in further product
developments.

. The Company recorded EB|TDA of $16 793,000 (31 October 2019 - earnings of $4,502,000). EBITDA
-has- increased primarily due to the significant decrease in research and development expenditure
recorded in the year due to decreased funding in development of new software products

At the balance sheet date, the ‘Company- had net assets of $33,653,000 (31 October 2019 —
$37,424,000). The reduction is primarily attrlbutable to amortisation of intellectual property rights
totalling $20,682, 000 ' . )




Longsand: Limited

Strategic r_eport (continued)

Financial risk management

The Company s activities expose it to a number of fi nancral risks rncludlng credit nsk forergn exchange
nsk and ||qu1drty nsk . .

Foreign exchange risk .

The Company's activities expose it primarily to the fi nancral rrsks of changes in foreign currency
_exchange rates as the ultimate parent company manages forelgn exchange risk pnmanly ata group
level rather than the subsrdlary level. -

" Credit risk , .
The Company’s prmcnpal financial assets are bank balances and cash intercompany recervables and
investments. - -

The credit risk on Irqwd funds is limited because the counterpartles are banks wrth hrgh credlt-ratlngs
assigned by international credit-rating agencres

The credit risk on intercompany receivables is not deemed significant as the Company s exposure is
with fellow group members which have significant-financial reserves.

Liquidity risk : .
In order to maintain liquidity to ensure that suffcrent funds are avallable for ongoing operatlons and
future developments, the Company uses funds from related group undertakings which have sufficient
cash balances for this purpose, . .

Principal risks and uncertamtles

The Company is exposed to business risks, prmcrpally belng ﬂuctuatrons in the revenues and operatlng
results of subsidiary undertakings within the group, adversely |mpact|ng the carrying value of the
- Company'’s intellectual property rights (see note 11).

The key risks to which the above business is exposed dre summarised as follows

. jOur business depends on our core technology, currently marketed under the brand IDOL Server,
and our strategy has been, and for the foreseeable future will contirue to be, to concentrate our
efforts on developing and marketing software based on our proprietary technology. Technology
which significantly competes with the Company's technology, or material legal claims against our

- technology, would present a matenal risk to the Company; .

e  Expenditures increasing without a commensurate increase in revenues and rapld changes ln
. market condmons could result in poor operating results;

e _ The average sellmg prices of our products could decrease raprdly, which may negatively lmpact
revenues and’ gross margms

. o Errorsor defects in our. products could negatlvely affect.our revenues and theé market acceptance
of our products and increase our costs;,

The nsks associated with Brexit remain due to there being no clarity on the long-term trading
relationship with the EU. The Group's cross-functional Brexit Working Group (BWG) continued
meeting thréughout the year and following analysis of the EU-UK Trade and Cooperation Agreement
agreed on 30 December 2020, the Group’s mitigations and preparatory activity continued, preparing
the Group for the transition. The -areas.reviewed for possible impacts included people, tax, transfer
pricing, commercial contracts.(buy and sell), privacy and data protection, inteliectual property and
regulatory matters. The BWG is phasing workstreams back into Group functions that will continue to
work through changes. We recognise that it is early in the implementation of new rules and
regulatlons and the position will continue to be monitored for any new or emerging risk areas.




’ Longsand Limited - . S o 4 ' o

Strategic repor't (continued)

COVID-19 Risk
. The Company, like all businesses, is navigating. through a period of disruption, as it has responded to
the practical and macroeconomic impacts of COVID-19. COVID-19still presents fast moving, and in
' some areas unpredictable, direct and indirect risks to the Company’s businessés. The Company may-
be subject to inherent risks arising from the continuation of the on-going COVID-19 pandemic. Furthér
deterioration of the macro environment could result in more conservatism and longer decision-making
cycles within the Company'’s customer base.

. Adverse economic conditions arising as a result of the continuation of the COVID 19 pandemic could
affect sales performance and busrness operatlons

- Key controls and mitigating factors

- The Company continues to closely monitor how matters develop and is taking prudent steps.to mrtrgate
any potential impacts to the healthand safety of employees, customers, partners, suppliers and other -
stakeholders, and to the successful operation of the business. The Company acted quickly at the
commencement of the COovID- 19 pandemic, reviewing the existing business continuity plan ("BCP”")
structures and enhancrng governance, through the establishment of a COVID-19 Steering Committee,
to provide a strategic platform to identify and address the emerging risks of COVID-19 across the
organisation. The status of key COVID-19 operational risks is monitored in real time through reporting-
provided daily to the COVID-19 Operational Response Team on lndrcators such as rates of rnfectlon
‘iliness and facility occupancy levels. - ,

The directors of the Company regularly review the overall performance of the Autonomy busmess asa
- proxy for monrtonng the financial | performance of Longsand Limited and Autonomy Systems Limited.

Future developments o

The Company expects’its pnncrpal activity to continue to be the funding of development of intellectual
property and licensing the related software rights to Autonomy Systems Limited. The underlying
business profits are forecast to grow which supports the recoverablllty of the material mtellectual

property rlghts held by the Company. )

On behalf of the Board

_ Richard Paul Rodgers R -
Dlrector % : o -
The Lawn Co : -

22-30 Old Bath Road ‘ : ,

Newbury
Berkshire RG14 1QN




: o Longsand Limited - - - o -

- Registered No. 04598955

Directors’ report

The directors present their report and audrted f nancial statements of the company for the year ended
31 October 2020

"Strateglc report t
In accordance with Section 414C(11) of’ the Companies Act 20086, the foliowing mformatlon has been
included ini the Company's strategic report which would otherwise be required by Schedule 7 -of the
“Large and Medium-sized Compames and Groups (Accounts and Reports) Regulatrons 2008" to be
contained-in the directors’ report:

' The financial risk management objectlves and polrcres of the company .and exposure of the company
to risk in relatlon to the use of financial instruments; and

Future developments of the company and actlvmes of the company in the fi eld of research and
‘ development

: Dlrectors

~ The drrectors who served the oompany durlng the year or have been appornted or resigned pnor to
signing, are as follows:

| Fraser (appointed 15 October 2018; Resrgned 8 Apr|| 2020)
S Murdoch
R Rodgers

The current Articles of Association of the Company provide for third party indemnification of directors,
‘which is in place for the current directors and was in place during financial year ended 31 October-2020.
A copy of the Company'’s Articles of Assaciation is avallable for inspection at the Company's office and
from Companies House .

Going concern

The Company operates as an intellectual property owner entity in the Micro Focus Group. The company
meets its day-to-day capltal requrrements through its bank facilities and intra-group funding

arrangements ‘

The difectors believe that preparing the financial statements on the going concern baSIS is appropriate
as they consider that the Company has adequate resources to continue in operational existence for at.
. least one year from the date of these fi nancial statements.

The Company berng an intellectual property owner in the MICI’O Focus Group has not seen any
indicators of impairment of its intellectual property rights. The Company has-an indirect contribution to
the external cash flows of the group.. After making enquiries and considering the assessment included
in the Group annual financial statements for.the year ended 31 October 2020, the directors have a
reasonable expectation that the Group has adequate resources to continue in operatlonal existence for
at least one year from the date of these fi nancial statements.

In assessing going concern-the Group has estimated the financial impact of severe but plausible
scenarlos which take into account the Group's principal risks, impacting both revenue and adjusted

EBITDA | including a greater than forecast level of exceptional expenditure to complete the Group’s
IT |mplementatlon being incurred. The impact of COVID-19.on Gréup's cash flow in-the current year

has been limited however the severe but plausible scenarios reflect a. wider macro-economic impact

from.COVID-19 continuing for the entire 12 month going concern assessment period to July 2022. This

stress testing confirmed that existing projected cash flows and cash management activities- provided
the Group, and therefore the Company through its ownershlp of cash flows within the-Group, with

adequate headroom over the going concern assessment period. .




‘Longsand Limited

Directors’ repo'rt (continued)

Going concern (continued)
There is no intention to dissolve the company or cease trading. Despite recording a loss for the financial
. year, the company has net assets of $33,653,000 at the balance sheet date.. There is reasonable
" assurance that the company will be able to meet its: obligations as they fall due. As such these financial -
_ statements have been prepared .on a going concern basis. Further, the company expects to make -
" profits in future periods as the mtanglble asset is fully amortised as at 31 October 2020.

Disclosure of lnformatlon to the audltor

At the date of approving this report the directors are not aware of any relevant-audit mformatlon being
-information needed by the auditor in connection with preparing its report, of which the auditor is
unaware. The directors have taken all the steps that theéy ought to have taken as directors to make

""themselves aware of any relevant audit mformatlon and to establlsh that the Company s auditor is aware

_of that mformatnon

On behalf of the Board

" Richard Paul Rodgers

Director - : f zz <
The Lawn . :
22-30 Old Bath Road . T :

- Newbury , N o o
Berkshire RG14 1QN o . .




Longsand Limited - )

Statement of directors’ responsibiliﬁes in respect of the Strategic Report,
Directors’ Report and the financial statements

The directors are respon5|ble for preparing the Strategrc report Dlrectors -report and the fi nanC|aI
statements in accordance with applicable Iaw 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 applicable law

~ and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice),
including Financial Reporting Standard 102 The Financial Reporting Standard Applrcable rn the UK and
Republic of Ireland (FRS 102):

Under.company Iaw 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;
e make judgments and accounting estimates that are reasonable and prudent;

o  state whether applicable United Klngdom Accountmg Standards, mcludmg FRS 102, have been '
followed, subject to any material departures disclosed and explained in the financial statements;

~« notify the company's shareholders in wrmng about the use of disclosure exemptrons if any, of
FRS 102 used.in the preparation of financial statements, and

. ~prepare the financial statements on the going concern basis unless:it is mappropnate to presume
that the company will continue in business.

The directors are responsible for keeping adequate accounting records that are suff' cient 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 thé 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 irregu!aritiee. ) -




Independent auditor’s report

- ‘to the members of Longsand lelted

Opinion

We have audited the financial statements of Longsand Limited (“the company”) for the year ended
31 October 2020 WhICh comprise the Profit and Loss Account and Other Comprehensive income,

the Balance Sheet, the Statement of Changes in Equaty and related notes, mcludmg the accountmg‘
pollues in-note 1.

In our opinion the financial statements

e . give atrue and fair view of the state of the company'’s affairs as at 31 October 2020 and of its
Joss for the year then ended,;

‘e _have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, including FRS 102 'The Financial Reporting Standard appllcable in UK
. and Republic oflreland and

. have been prepared in accordance.w'ith the require}ments of the Companies Act 20086.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)")
and applicable law. Our responsibilities are described below.” We have fulfilled our ethical
responsibilities Under, and are independent of the company in accordance -with, UK ethical
requirements including the FRC Ethical Standard. We believe that the audit evidence we have
obtained is a sufficient and approprlate ba5|s for our opinion. : .

Going concern

The directors have prepared the financial statements on the going concern basis as they do not
‘intend to Ilqmdate the company or to cease-its operations, and as they have concluded that the
company'’s financial position means that this is realistic. They have also-concluded that there are
no material uncertainties that could have cast significant doubt over its abilityto continue as a
going concern for at least a year from the date of approval of the financial statements (“the gomg
concern period”). : .

We are required to report to you if we have concluded that the use of the gomg concern basis of
- accounting is inappropriate or there is an undisclosed material uncertainty that may cast .-

. significant doubt over the use of that basis for a period of at least a year from the date of
approval of the financial statements. In our’'evaluation of the directors’ conclusions, we .
considered the inherent risks to the company’s business model and analysed how those risks
might affect thé company'’s financial resources or ability to continue operatlons over the gomg
concern period. We, have nothing to report in these respects. .

- However, as we cannot predict all future events or conditions and as subsequent events may
result in outcomes that-are inconsistent with judgements that were reasonable at the time they
were made, the absence of reference to a material uncertainty in this auditor's report is not a
guarantee that the company will continue in operation. -

" Strateglc report and dlrectors report

The directors are responS|ble for the strategic report and the dlrectors report Our opinion on the
financial statements does not cover those reports and we do not express ari audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider
whether, based on our financial statements audit work, the information therein is materially
misstated or |nconS|stent with the financial statements or our audit knowledge. Based solely on
that work . .




Independent auditor’s r_e'port-

to the members of Longsand Limited

.. we havé not identified matenal mlsstatements in the strateglc report and the directors’
‘ report; . . .
o in our opinion the mformatlon g|ven in those reports for the fi nanmal year is consnstent with

the financial statements; and

e in our oplnlon those reports have been prepared in accordance with the Companles Act
2006 :

Matters on which we are required to report by exception _
Under the Coempanies Act 2006 we are required to report to you |f in our opinion:

e adequate accounting records have not been kept or returns adequate for our audit have not
been received from branches not visited by us;or-

o 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

We have nothing to report in-these respects.v:

- Directors’ responsibilities

* As explained more fully in their statement set out on page 8, the dlrectors are responsuble for: the
. preparation of the financial statements and for being satisfied that they give a true and fair view;
such internal control as they ‘determine is necessary to enable the preparation of financial
statements_ that are free from material misstatement, whether due to fraud or error; 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 they either intend to
liquidate the company or to cease operatrons or have no realistic alternative but to do so

Auditor’s responsibilities

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 our opinion
in an auditor's report. Reasonable assurance is a high level of assurance, but does not guarantee
that an audit conducted in accordance with 1SAs (UK) wili always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, :
. individually or in aggregate, ‘they could reasonably be expected to influence the economic
decisions of users taken on the basis of the f nancial statements.

A fuller description of our responsibilities is’ provided on '-th.e‘ FRC's website at’
www.frc.org. uk/auditorsresponsibilities. '

10



Independent 'a4udi'tof’s"report'

‘to the members of Longsand Limited

The purpose of our audit work an,d to whom we.owe our respohsibilities

This report is made solely to the company’s members, as a body, in accordance with Chapter 3
of Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might
state to the company’s members those matters we are required to state to them in an auditor’s
report and for no other purpose. 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 oplmons we have formed v

Gareth Knight ('S-'eﬁior S‘ta'tutqry' Auditor) -

“for and on behalf of KPMG LLP, Statutory Auditor o L ‘
Chartered Accountants ‘ L '
15 Canada Square

- London.

E14 5GL

Date: 22 July 2021

11



. Longsand Limited
Statement of comprehensive income
- For the year ended 31 October 2020 -

Year e_ndéd(31. October

Note = . 2020 2019
:$000 $000
" Turnover S o L L5 . 104191 100,032
Administrative expenses o D . (108,080) - (118,092)
Operating loss- - ' 6 S (3,889)  (18,060)
Interest receivable and similar income : L 8 45 179
Iﬁterest payable and similar expense's' ’ : 8 ' : :(89) : - (119) -
Net interest (expense) / _in>come‘ g S ' ’ L o 44) - - 60
Loss before taxation ‘ o ‘ : - ©(3,933) : .(,18,000).
Tax'credit/(expens‘e) for the yea'r B ' - 10 ‘ 162 - (1,956)
Loss for the financial year e ‘ (3,771) - . (19,956)

“All amounts’ relate to continuing activities..

3

The notes on pages 15 to 23 are an integral p,an. of these financial statements

- 12



Longsand Limited

. Ba_lancie sheet at 31 October 2020

. Fi)ied assets

Intangible éssets

Current assets
Debtors ' ‘
. Cash at bank and in hand

'Cfedito}s: amounts falling due within one year
Net current aSséts ‘

. Total assets less current Iiabiiitigs' '
Provisions for liabilities

Net assets

Capital.and'r‘eServes
'Called-ub share capital
Retained earnings

Total eduity :

The notes on pages 15 to 23 are an integral part of these financial statements °

Note '

11

12
13

10 - .

14

As at 31 October-

" 2020 2019
$000 $000 -

. 20,682

- - 20,682

- 95,247 66,850

138 37

195,385 66,987

(61,732) (50,207)

33,653 . 16,780°

33,653 37462

- (38)
. ' 33853 . 37,424

2 2

33,551 137,422

33,653

37,424

The ﬂnanciél statements on-pages 12 to 23 were _a'ppr'ovéd by the board of directors and signed on its behalf by:

Richard Paul Rodgers
Director :
- Company registrétion: 04598955
Date: 19th July 2021 -

13



Longsand leited
Statement of changes in equrty for the year ended 31 October 2020

Total

Called-up ' . Retained .
share capital earnings shareholders
L. 9 _ funds
$000, . $000 . $000
Balance as at 1 November 2018 2 57,378 57,380
Loss for the fnanaal penod ended 31 October 2019 - ) (19,956)“ (19,956)
Total comprehensnve expense for the perlod ended 31 October 2019 - .(19'956) . {19,956)
Balance as at 31 October 2019 ’ 2 37,422 37,424
Loss for the fnancxal period ended 31 October 2020 . - - @771) - {3,771)
Total comprehensrve expense for the perlod ended 31 October 2020 - (3,771) (3,771)
2 33,651 33,653

Balance as at 31 Octobér 2020 .

The notes on pages 15 to 23 are.an integ.ral part et these financial statements’



Longsand Limited

'. N otes to the financial statements
For the year ended 31 October 2020

1. General information

Longsand Limited is a private company Ilmlted by shares and is mcorporated and domiciled in. England.
The registered office is The Lawn, 22:30 Old Bath Road, New bury, Berkshire, RG14 1QN.

2. Statement of compliance -

The Company s financial statements have been prepared in compllance with Umted Kingdom
Accounting Standards, including Financial Reporting ‘Standard 102, “The Financial Reporting Standard.
" applicable in'the United ngdom and the Republic of Ireland” (“FRS 102") and the Companies Act
2006. ’ .

3. Summary of significant account policies

The principal accounting policies appliéd in the preparation of these financial statements are set out -
below. These p'olicies have been consistently applied to the years presented, unless otherwise stated.

a) Bas:s -of preparation

These financial statements are prepared on a going concern basis, under the historical cost convention,
as modified.by the revaluation of land and bmldmgs and certain fnanCIaI assets and liabilities measured
at fa|r value through proft and loss.

b) bG.oing concern

The Company operates as an intellectual property owner‘entity in thé Micro Focus Group. The company .
meets its day-to-day capital requurements through its bank facilities and intra- group fundmg o
" arrangements. .

The directors believe that preparing the financial statements on the going concern basis is appropriate
as they consider that the Company has adequate resources to continue in operatlonal existence for at
least one year from the date of these financial statements

The Company being-an intellectual property owner in the Micro Focus Group 'has not seen any
indicators of impairment of its intellectual property rights. The Company has an indirect contribution to
the external cash flows of the group. After making enquiries and considering the assessment included
in the: Group annual financial statements for the year ended 31 October 2020, the directors have a
reasonable expectation that the Group has adequate resources to continue in operational existence for
at least one year from the date of these financial statements. .

In assessing golng concern the Group has estimated ‘the ‘financial impact of severe but plausible
scenarios, which take into ‘account the Group’s principal risks,.impacting both revenue and adjusted
EBITDA, including a greater than forecast level of exceptional expenditure to complete the Group’s IT
implementation being incurred. The impact of COVID-19 on Group's cash flow in the current year has
been limited however the severe but plausible scenarios reflect-a wider macro-economic impact from
COVID-19 continuing for the entire 12 month going concern assessment period to July 2022. This stress
testing confirmed that existing projected cash flows and cash management activities provided the
Group, and therefore the Company through its ownership of cash flows within the Group, with adequate .
headroom over the going concern assessment period. ' .

There is no intention to dissolve the company or cease trading. Despite recording a loss for the fnanmal
year, the company has net assets of $33,653,000 at the balance sheet date. There is reasonable

_-assurance that the company will be able to meet its obligations as they fall due. As such these financial
statements have been prepared on a going concern basis. Further, the company expects. to make
profits in future periods as-the intangible asset is- fuI|y amortised as at 31 October 2020.

'

15’



._Lo’n’g'sand L_imi_ted

Notes to the financial statements
‘For the year ended 31 October 2020

, Summary of signiticant account'policies (continued)

c) Exemptlons for qualrfymg entities under FRS 102

" FRS 102 allows a qualifying entity certain disclosure exemptlons On the basis that the company isa
qualifying entity and its ultimate parent company, Micro Focus International plc, includes the company’s
- cash flows and related rotes in its own consolidated financial statements, the company has taken

advantage of the followmg exemptrons

s.  The requirement to prepare a statement of cash flows FRS 102 para 1.12(b);

. Certain financial instrument disclosures FRS.102 para 11 39— 11.48A, 12.26 — 12.29;

¢ The non disclosure of key management personnel compensatlon in total. FRS 102 para 33.7;
- and ‘

o Related party drsclosures FRS102 para 33.1A

d) Foreign currency -
The company’s functional. and presentatlon currency is the United States Dollar ( USD)

Foreign currency transactions are translated into functional currency usmg the spot rates at the dates -
of the transactions. . . . .

At each period end foreign currency monetary items are tranislated using the closing rate. Non monetary
items measured at historical-cost are translated using the exchange rate at the date of the transaction
" . and non-monetary items measured at fair value are measured usmg the exchange rate when fair value
was determined.

" Foreign exchange gains and losses resulting from the settlement of transactions and from the.
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the profit and loss account except when deferred in other comprehensrve
income as qualifying cash ﬂow hedges.

in evaluating the functional currency of the Company, management ¢onsider the primary actrvrty of the
company to be research and development activities and generatron of royalties, all of which are

denominated in USD.

e) Turnoveér

‘Turnover represents royalty and sub- Ilcensrng income for use of the Company's intellectual property '
" and is recognised net of trade discounts, VAT and other sales-related taxes. Turnover is recognrsed on
an accruals basis in accordance with the substance of the relevant agreement. :

f) ' Taxation
The tax expense for the’ penod comprises current and deferred tax. Tax is recognised in the reporting '
period. Tax is recognised in the profit and- loss account, except to the extent that it relates to.items
recognised in other comprehensive income or directly in equity. In this case, the tax is also recognised
in other comprehensive income or dlrectly in equrty respectively. .

Current or deferred taxatron assets and liabilities are_not discounted. Current tax is the income tax
payable or receivable on the taxable profit or loss for the year or prior years using tax rates enacted or
substantrvely enacted at the balance sheet date.

Wherever possrble the company utilises group relief benef ts as avarlable As a group pollcy the
company does not cash settle for any group relief benefits availed.

Deferred tax arises from timing differences that are differences between taxable profits ‘and total
comprehensive income as stated in the financial statements. These timing differences arise from the

16



Longsand Limited

‘Notes to the financial statements
For the year ended 31 October 2020 .

: SuAmmary of significant account policies (continued)

iinclusion of income and expenses in tax assessments in periods dlfferent from those in WhICh they are
recognised in the financial statements .

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions.
Unrelieved tax losses and other deferred tax assets are only recognised when it is probable that they '
will be recovered against the reversal of the deferred tax liabilities or other future taxable profits. -

Deferred tax is measured using tax rates and laws and laws that have been enacted or substantively
enacted by the period end and that are expected to apply to the reversal of the timing difference.

g) A ‘Research and dév'elopment

- Research and development expendlture is written off to the prof it and loss account in the year in which
~ itis incurred. .

h) Intanglbfe fixed assets

lntangtble assets acquired separately from a business are capltallsed at cost. Subsequent to mmal
recognition, intangible asset are stated at cost less accumulated amortisation and accumulated .
impairment. Intangible assets are amortised on a straight line basis over their estimated useful lives.

The carrying value of intangible assets.is reviewed from impairment if events or changes in
circumstances indicate the carrying value may not be recoverable. The useful economlc Ilfe of intangible
assets are as follows:

' Intellectual property rjghts — 9years

if there are indicators that the residual value or useful life of an-intangible asset has changed since the
most recent annual-reporting period previous estimates shall be reviewed and, if current expectations
differ the residual value, amortisation method or useful life shall be amended. Changes in the expected
useful life or the expected pattern.of consumptton of benef t shall be accounted for as a change in
accountlng estimate.

i) Impalrment of non-flnanclal assets

At each balance sheet date non-financial assets not carned at falr value are assessed to determine
whether there is an indication that the asset (or asset's cash generating unit) may be impaired. If there
is such an lndlcatton the recoverable amount of’ the asset is compared to the. carrymg amount of the -
asset.

The recoverable amount of the asset is the higher of the fair Va_lue less costs to sell and value in use.
Value in use'is defined as the present value of the future cash-flows before interest and tax obtainable
as a result of the asset’s continued use. These cash flows are discounted using a pre-tax discount rate
that represents the current market risk-free rate and the risks mherent in the asset. .

If the recoverable amount of the asset is estimated to be lower than the carrymg amount the carrying
amount is reduced to its recoverable amount. An impairment loss is recognised in the profit and loss-
account unless the asset has been revalued when the amount is recognised in other comprehensive’
income to the extent of any previously recognised valuation. Therefore any excess -is recognised in
profitorloss.

- If an impairment loss is subsequently reversed, the carrying amount of the asset is mcreased to the
_revised estimate of its recoverable amount, but only to the extent that the revised carrying amount does
not exceed the carrying amount that would have been determined (net of depreciation 6r amortisation)
-had no impairment loss been recognlsed in prlor penods Areversal of an impairment loss is recognised
in the profit and Ioss account
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‘Longsand Limited

Notes to the fiﬁanc‘ial stafements
For the year ended 31 October 2020 '

‘Sum'mary of significant accoun_t poliéies (eontinued)

- J) Cash and cash equivalents

Cash and cash equwalents includes cash in hand and deposns held at call W|th banks with original -.
‘maturities of three months or less and bank overdrafts. Bank overdrafts are: shown within borrowmgs
in current llabrlltles ’ .

k).  Financial instruments

The company has chosen to adopt Sections 11 of FRS 102 in respect ofﬁnancial instruments.

Financial assets and financial liabilities are réeognised in the Company’s balance sheet when the
company becomes a party to the (_:ontractual prqvieions‘ of the instrument.

' (1) Financial assets

Basic financial assets, including trade and other recelvables cash and:bank balances and investments
in commercial paper, are initial recognised at transaction price, 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. Such assets are subsequently carried at-amortised cost using
the effective interest method

At the end of each reportmg period fi financial assets measured at ‘amortised cost are assessed for
objective evidence of impairment. 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
effect interest rate The impairment loss is recognlsed in profit or loss.

If there is a decrease in the impairmént 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 |mpa|rment not previously been recognised.
The impairment reversal is recogniséd in profit or loss.

Financial assets are derecognised when (a) the contractual nghts to the cash flows from the assert
expire or are settled, or (b) substantially all the risks and rewards of the ownership of the asset are
transferred to another party or (c) control of the asset has been transferred to another party who has
the practical ability to unilaterally sell the asset to an unrelated third party without i rmposmg additional -
restrictions. .

") Financial liabilities

Basic financial liabilities; ;ncludmg trade and other payables, bank loans, and loans from fellow: group'
companies; are initially recognised at transaction price, unless the arrangement constitutes a financing
transaction, where the debt instrument is measured at the present value of the future receipts

“discounted at a market rate of interest. Debt mstruments are subsequent 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 amortlsed cost using the effective
interest method.

The company does not currently apply hedge accourrtirvg for interest rate and foreign exchange
derivatives. Financial liabilities are derecognised when the liability is extmgurshed that is when the -
contractual obhgatlon is drscharged cancelled or expires. : :

() Share capital
Ordinary shares are classified as equity.
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Longsand Limited

Notes to the financial stétem_éirté
For the year ended 31 October 2020 - -

Summary of significant é'cco,urltﬁolicies (continued)

{m) Drstrlbutrons to equrty holders

Dividends to the company’s shareholders are recognlsed asa Ilabllrty in the financial statements in .
the period in which the dividends are approved by the company's shareholders These amounts are .
recognised in the statement of changes in equity. . :

(ri) Related party transactlons

"The company drscloses transactrons with related pames which are not wholly owned within the same
group. It does not disclose transactions with members of the same group that are wholly owned.

_Critical aécountihg judgements and estimation uncertainty

Estimates and judgeménts are continuélly evaluated and are based on historical- experience and
- other factors, including expectations of future events that are believed to be reasonable under the
circumstances. There are no crrtrcal accounting estrmates and ]udgement in the perrod which requires

. drsclosure

1
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Longsand Limited

'Notes to the financial statéments.
_At31 October 2020 | :

Tumover

All turnover relates to one business segment being the royalty and sub-license i |ncome for use of the Company's intellectual property

through mtercompany transfer prlcmg agreements

All'turnover relates to the United Kingdom geographical segment.

. Operating loss - o : S Year ended 31 October

This is stated aﬂer (charging)/crediting: o . ‘ . : 2020 2019

‘ ' $000- $000 -
. Net foreign currency exchange profit / (loss) . ' ' o 221 3)
Researoh and development costs written off - ‘ . ) R ' (51,7;10) : (61,619)
: Amortisation of intangible assets (Note 11) - - ) . . ‘ . - _(20,682). ' (22,562)
Fees payable to the company'’s auditor for the audit of the ﬂnancial'statemlents' '_ . (32) A (36)

- Employees and directo_rs

(a) Employees
The company had no employees in the current or precedrng fnancral year

(b) Dlrectors

The services provrded by S Murdoch and R Rodgers as Drrectors of the Company do not occupy a srgmt'cant amount of their-time and
are considered to be incidental, consequently rio disclosure has been made in respect of emoluments for these directors. These < .
directors are also directors of other Companies within the Micro Focus International group and provide services to entities throughout

the whole group Drrectors emoluments for these directors have been borne by fellow group undertakrngs :

Interest receivable and similar income - B _ © Year end_ed'31_Qctober
. ' C 2020 - 2019
. . . $000 $000
Interest receivable on intercompany balances o ) 45 . . . 179
Total interest receivable and similarincome . L ‘ : , .45 . 179
Interest payable and similar expenses - . - A ‘ ’ ) ’ Year ended 31 October
’ | ' 2020 © 2019
. , $000 - $000
Interest payable on intercompany balances - o ' C - (89) - (119)
“Total interest payable and'sirnilar expénses . ' ‘ ‘ S '(89) (119)
.
Income tax » o o ‘ o o .

(a) Recognised in the profit and loss.account:
: : Year ended 31 October

2020 2019

~$000 . $000
Current tax: : '
Current tax on orofits for the year - ‘ o , . ' . : e . - -
Adjuetment in respect of prior period " . ', ) ’ ' ' . . _ ' - : 2,066 .
‘Total'_currentta)'(' . < - o S = 12,066
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LongsandLunned

Notes to the fmancnal statements
At 31 October 2020

Income tax (continued) '

Deferred tax:

Current year -

Origination and reversal of timing differences '

Effect of changes in tax rates

: Total deferred tax

Tax for the year

(b) Reconciliation of tax charge

The charge for the year can be reconciled to the loss per the income statement as follpws:

Loss before taxation’
Tax on Loss at standard UK tax rate of 19% (2019- 9%)

. Effects of:

’ Expenses not deductlble for tax purposes

Effects of group rel.lef

Tax rate changes

,Ad]ustment from prevnous period

Current tax (credlt) / charge for the perlod

(c) Deferred taxatlon

The recognised déferred tax assetis $124 000 (2019-$38,000, Deferred tax hablhty) This comprises: '

Difference between accumulated amortisation and capital allowarices )

At1 November 2019

Adjustments in respect of prior penods

Deferred tax credit in profit and Ioss account for the year
At 31 October 2020

Factors that may affect future tax charges

- (166). (123)
4. 13
{162) (110)

‘(162) 1,956 -

Year ended 31 October

' 2020 2018
$000 $000
1(3,933) - (18,000)-
(747) (3,420)
3,765 "4,116
(3,184) (819) -
. 13
- 2,066
(162) -

1,956

Year ended 31 October

2020
$000

2019
$000

(124),

Ta3g

%

. $000
38

(162)
-(124)

On 11 March 2021, Finance Bill 2021 was published which mcludes provision for the main rate of Corporatuon Tax to increase to 25%

The tax cherge for the previous period includes a prior period adjustment of a qebit‘of'$2,066,‘000.

“from 1 April 2023. As the rate change will be enacted after the balance sheet date, it is a non-adjusting post balance sheet event.

-
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_Longsand Limited
" Notes to the financial statements .
At-31 October 2020 o

‘41 Intangible assets
Intellectual

property rights
] $000
Cost: A ' '
At 1 November 2018 and at 31 October 2019 o ' . . 323,555
Accumulated amortisation: .
_At1November2018 . L S T 280311
Amortisation for the year ' - . e 22,562
At 31 October 2019 S I S S © 302,873
Net book value: i ) ,
At 31 October 2019 : . - 20,682
Cost: ) .
At 1 November 2019 and at 31 October 2020 : - . 323555 -
Accufnulated amortisation:
" At1November 2019 . , ‘ R S 302,873
- Amortisation for the year ‘ - o o . - 20,682 -
At31 October 2020 ’ ' -0 , _ 323,555
* Net book-valué:
At 31 October 2020 Lo . -

‘ The, intellectual'bropeny rights are being amortised over a period of 9 years which is the préjecte'd‘ economic life of the asset.
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. Creditors: amounts. falling due within one year

LongsandLunned
Notes to the financial statements
At 3_1 October 2020

debtors_ . )
2020 2019
, $000 $000
Amounts due within one year: ] ’ i )
Amounts due from Qroup undertakings ‘ 87,166 66,830
Deferred tax asset (Note 10) ‘ . T . : 124 -
Other receivables . ) ‘ ’ : : - .20
Total trade and other réceivables due within one year:‘ . : _ . ' 87,290 '66,850°
" Amounts due after more than one year: A
Loan to parent undertakmg 7,957 . -
Total trade and other reoelvables due after one year: . ' . ’ 7,957 -
Total trade and other receivables 195,247 66,850

' Included within amounts owed by group undertakings are balances that form part of the parent undertakmg S group ‘cash- -pooling

arrangements if any. For the year ended 31 October 2020 and 31 October 2019, interest was receivable at an annual interest rate of :
LIBOR mlnus 0.15% on cash-pool deposrts .

On 5 October 2020 the company formalised a loan agreement W|th another group undertaklng, Seattle Spinco Inc. The'loan is repayable

‘on or before 6 October 2025 and bears an interest rate of 4.601%.

12020 2019

$000 . $000

Amounts owed to group undertalkings . : _ - ' ' 61,686 .50,160
- Accruals and deferred income T N _ E 46 47,

61,732 50,207

The amounts owed to fellow group undertakings are unsecured and have no fixed repayment term and are repayable on demand.
Included within amounts owed to group undertakings are balances that form part of the parent undertakings group cash-pooling
arrangements. For the year ended 31 October 2020, interest on cash-pool loans was accrued at an annual interest rate of LIBOR plus

0. 092%

Share capital

. 2020 . 2019
Allotted, called up and fully paid : - No. $000 : . No. $000
Ordinary shares of $1.6 (GBP-£1) each ) » 1,001 - 2. 1,001 ' 2

The Company paid no dividend during the year to its immediate parent company (year ended 31 October 2019 - Nil).

Controlling parties ' : : .. .
-The Company s immediate parent undertaklng is Autonomy Systems Limited. The Company’s ultlmate parent undertaking and

. controllmg party at the balance sheet date is Micro Focus International plc, a corporation reglstered in the United Kingdom. .

Srnce 1 September 2017 the ultimate parent is Micro Focus Intemanonal plc of the largest and smallest’ group for which the group .
financial statements are drawn up at the balance sheet date. Copies of the group financial statements of Mlcro Focus International plc
can be obtained from The Lawn, 22-30 Old Bath Road, Newbury, RG14 1QN UK. . .
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Companies House
Crown Way -
Cardiff

-CF14 3UZ

" 27 July 2021

Dear Sirs '
~ Micro Focus Integration Limited - 11283120

Pleaée‘,ﬁ'nd enclosed Annual report and financial etatelhents for the year ended 31 October 2020.

- 1 should be grateful if you would kmdly acknowledge receipt by stamplng the enclosed copy of this
-letter and returnmg in the self addressed envelope :

Yours faithfully

buﬁ w'

le Arding -

Entity Man‘agerhent Associate:

~Encs: - : . . '

Micro-Focus Limited — Registered in England & Wales No.. 1504593, VAT No. ‘GB 765 3610 24

" Micro Focus

" Thelgwn, 22-30.0ld BathRoad - . 444 (0)1635 565 200 - ’ ~ microfocus.com
UK Headquarters Newbury Berkshire . +44 (0)1635 33966 .
A, - RG141QN, UK = - ‘ A .



