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Islay Tidal Power Limited

Directors’ report

The Directors present their Annual Report on the affairs of the Company, together with the financial
statements and auditor’s report, for the year ended 31 December 2019.

Principal activities

The principal activity of the Company in the period under review is asset and portfolio management.

Dividends

The directors do not recommend the payment of a dividend for the year (2018: £nil).

Directors

The directors who served the Company during the period are shown on page 1.

Directors’ indemnities

The Company has not made qualifying third party indemnity provisions for the benefit of its directors.

Key risks and uncertainties

The tidal industry has now progressed into a critical phase in its development with the imminent
deployment of multiple turbines in small arrays. The success of these early deployments is central to
the continued success of the industry, and in particular on its ability to attract future investment.

Results for the period

The results of the Company for the period are set out on page 8 and show a loss for the period, net of
taxation, of £nil (2018: £nil).

Future Developments

The Company will continue to pursue tidal current power projects with a view to progressing these
opportunities through to commercial operation.

Going concern

The financial statements have been prepared on a going concern basis, despite the loss for the year,
as a letter of support from the ultimate parent company, stating they will supply the Company with
financial and other support, has been provided for a period of twelve months from the date of signing
the financial statements.

Disclosure of information to auditor
Each of the persons who is a director at the date of approval of this report confirms that:

e 5o far as the directors are aware, there is no relevant audit information of which the Company's
auditor is unaware; and

o the directors have taken all the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that the Company's auditor is
aware of that information.



Islay Tidal Power Limited

Directors’ report

Auditor

Following an Atlantis group tender for audit services, Ernst & Young LLP were appointed as auditor
during the year. Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to
be reappointed and Ernst & Young LLP will therefore continue in office.

Approved by the Board and signed on its behalf by:

W)

Timothy Cornelius
Director

2 October 2020



Islay Tidal Power Limited

Statement of directors’ responsibilities in respect of the directors’ report
and the financial statements

The directors are responsible for preparing the Directors’ 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 they have elected to prepare the financial statements in accordance with UK accounting
standards and applicable law (UK Generally Accepted Accounting Practice), including FRS 101
Reduced Disclosure Framework.

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:

e select suitable accounting policies and then apply them consistently;
e make judgements and estimates that are reasonable and prudent;

e state whether applicable UK accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

¢ assess the company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern; and

¢ use the going concern basis of accounting unless they either intend to liquidate the company
or to cease operations, or have no realistic alternative but to do so.

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 responsible for 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, and have general responsibility for taking such steps
as are reasonably open to them to safeguard the assets of the company and to prevent and detect
fraud and other irregularities.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ISLAY TIDAL POWER
LIMITED

Opinion

We have audited the financial statements of Islay Tidal Power Limited for the year ended 31
December 2019 which comprise the Statement of Comprehensive Loss, the Balance Sheet, the
Statement of changes in equity and the related notes 1 to 12, 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 FRS 101 “Reduced
Disclosure Framework (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e give a true and fair view of the company’s affairs as at 31 December 2019 and of its loss for
the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs
(UK)) and applicable 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 below. 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.

Emphasis of matter- Effects of COVID-19

We draw attention to Notes 2 and 12 of the financial statements which describes the economic and
social disruption the company is facing as a result of COVID-19 which is impacting supply
chains, financial markets and personnel available for work. Our opinion is not modified in respect
of this matter.

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:

e the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

o 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.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ISLAY TIDAL POWER
LIMITED (CONTINUED)

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 this 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 the other information, we are required to report
that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

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

e the information given in the strategic report and the directors’ report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and

o the strategic report and directors’ report have been prepared in accordance with applicable
legal requirements.

Matters on which we are required to 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 strategic report or
directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies

Act 2006 requires us to report to you if, 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

¢ the financial statements are not in agreement with the accounting records and returns; or

e 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.

*



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ISLAY TIDAL POWER
LIMITED (CONTINUED)

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 4, 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.

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/auditorsresponsibilities. 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, 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 A
responsibility to anyone other than the company and the company’s members as a body, for our
audit work, for this report, or for the opinions we have formed.

Bingt 4 _WW\J L

Julie Cavin (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Edinburgh

2 October 2020



Islay Tidal Power Limited

Statement of Comprehensive Loss
Year ended 31 December 2019

2019
Notes £

Administration expenses
Loss from operating activities before tax 4

Taxation 6

2018

Loss for the year

Other comprehensive loss for the period

Total comprehensive loss for the period

The notes on pages 11 to 15 form an integral part of these Financial Statements.



Islay Tidal Power Limited

Balance Sheet
As at 31 December 2019

Company number: SC521051

Notes

Debtors 7
Total current assets

Trade and other payables A 8
Total current liabilities

Net assets

Capital and reserves

Share capital 9
Retained earnings

Total equity

2019 2018
£ £
38,597 38,597
38,597 38,597

(36,703) (36,703)
(36,703) (36,703)
1,894 1,894
38,597 38,597
(36,703) (36,703)
1,894 1,894

The financial statements on pages 7 to 15 were approved by the board of directors and authorised for

issue on 2 October 2020 and are signed on their behalf by:

/-

Timothy Cornelius

Director



Islay Tidal Power Limited

Statement of changes in equity
Year ended 31 December 2019

Balance at 1 January 2018

Total comprehensive loss for the year

Balance at 31 December 2018

Total comprehensive loss for the year

Balance at 31 December 2019

The notes on pages 11 to 15 form an integral part of these Financial Statements.

10

Share capital Retained Total
earnings
£ £ £
38,597 (36,703) 1,894
38,597 (36,703) 1,894
38,597 (36,703) 1,894



Islay Tidal Power Limited

Notes to the financial statements
Year ended 31 December 2019

General information

Islay Tidal Power Limited (the “Company™) is a company incorporated in the United Kingdom under the
Companies Act 2006. The address of the registered office is given on page 1.

The principal activity of the Company during the period relates to the early stage development of tidal
current power projects. These financial statements are presented in pounds sterling (“£) which is also the
currency of the primary economic environment in which the Company operates.

The immediate holding company is Islay Holdings Limited, incorporated in United Kingdom, and the
ultimate holding company is SIMEC Atlantis Energy Limited, incorporated in Singapore.

Going concern

These financial statements have been prepared on a going concern basis. The Board of Directors of the
Company are required to state whether it is appropriate to adopt the going concern basis of accounting in
preparing the financial statements over a period of at least 12 months from the date of approval of the
financial statements.

The company is in a net current liability position of £36,703 as at the financial year end. The Group have
provided a letter of support confirming it will provide support for a period of 12 months from the date of
signing of these accounts where required . The Group’s financial statements for the year ended 31 December
2019 were approved by its directors on 11 August 2020 having adopted the going concern basis of
preparation. The Directors have reviewed the Group’s going concern assessment and are satisfied that the
Group has the ability to provide this support, should it be required and that the company will remain funded
for the foreseeable future and have therefore concluded it is appropriate for the financial statements to be
prepared on a going concern basis.

The Group going concern assessment performed by SIMEC Atlantis Energy Limited (the “parent”) was
performed using financial forecasts for the period to 31 December 2021 and considering a wide range of
downside scenarios. The forecasts of the parent indicate that the Group is projected to operate within its
cash balances and available facilities for the going concern period.

The broader political and economic uncertainty coupled with the potential future impact on the Group and
parent undertaking, SIMEC Atlantis Energy Limited of the recent COVID-19 outbreak has been factored
into the scenarios considered as part of the Group and parent’s adoption of the going concern assumption.

In reaching its conclusion on the going concern assessment, the Directors also assessed the Group’s
assessment of severe but plausible downside scenarios related to its principal risks, including:
e A review of the timing and risks included in the delivery of major existing and potential contracts.
In particular, the directors considered the impact that extended restrictions as a result of COVID-
19 may have on the Group’s deployment of a turbine in Japan.
e The Directors considered the certainty of various sources of funding and other income streams. On
11th August 2020, the parent completed an equity placing raising net proceeds of £7.1 million.
¢ The ability of the Group to manage and mitigate any material delay in the financial close of the
Uskmouth Power Station project.

The accounts of the Group and parent undertaking, SIMEC Atlantis Energy Limited, include more details
of the downside scenarios, mitigating actions, funding requirements and liquidity headroom. In the
downside scenarios modelled as set out above, liquidity headroom exists in the Group and parent
undertaking throughout the going concern period after taking account of controllable, plausible mitigating
actions.

11



Islay Tidal Power Limited

Notes to the financial statements
Year ended 31 December 2019

Significant accounting policies
Basis of accounting

The Company financial statements have been prepared and approved by the directors in accordance with
Financial Reporting Standard 101 ‘Reduced Disclosure Framework” and Companies Act 2006.

The financial statements are prepared on the historical cost basis.

The preparation of the financial statements in compliance with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in applying the Company’s
accounting policies. The Company adopted FRS 101 for the period presented. The accounting policies
which follow set out those policies which apply in preparing these financial statements for the year ended
31 December 2019.

The following principles have been applied:

Financial reporting standard 101 — reduced disclosure exemptions

The Company has taken advantage of the following disclosure exemptions under FRS 101:

the requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share-Based Payment

the requirements of IFRS 7 Financial Instruments: Disclosures

the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement

the requirements of IFRS 7 Financial Instruments: Disclosures

The requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118,

119(a) to (¢), 120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers

e the requirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements’ to present
comparative information in respect of:
- paragraph 79(a)(iv) of IAS 1;
- paragraph 73(e) of IAS 16 Property, Plant and Equipment;
- paragraph 118(e) of IAS 38 Intangible Assets;
- paragraphs 76 and 79(d) of IAS 40 Investment Property; and
- paragraph 50 of IAS 41 Agriculture

e the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111
and 134-136 of IAS Presentation of Financial Statements

o the requirement of IAS 7 Statement of Cash Flows

e the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors

e the requirements of paragraph 17 of IAS 24 Related Party Disclosures

e the requirements of IAS 24 Related Party Disclosures to disclose related party transactions entered
into between two or more members of a group, provided that any subsidiary which is a party to the
transaction is wholly owned by the member.

e The requirements of paragraphs 134(d) -134(f) and 135(c)-135(e) of IAS 36 Impairment of Assets.

Critical Accounting Estimates and Judgments

The preparation of financial statements in conformity with FRS 101 requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements
and the reporting amount of income and expenses during the year. Although these estimates are based on
management’s best knowledge of the amount, event or actions, actual results ultimately may differ from
those estimates.

The Company’s accounting policies make use of estimates and judgments in the following areas; carrying
value of payables, receivables, and taxation. These are described in more detail in the relevant notes.

12



3.2

3.3

Islay Tidal Power Limited

Notes to the financial statements
Year ended 31 December 2019

Financial Instruments

A financial instrument is any contract that give rise to a financial asset in one entity and a financial liability
or equity instrument in another entity. The classification depends on the nature and purpose of the financial
assets and liabilities which is determined at the time of initial recognition.

The Companj’s financial assets include trade and other receivables. The Company’s financial liabilities
include amounts due to related parties, trade and other payables. The adoption of IFRS 9 has not had a
material impact on the financial statements.

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

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The Company’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted at the
end of the reporting period. '

Auditor’s remuneration

During the year to 31 December 2019, fees payable to the Company’s auditors for the audit of the
Company’s annual accounts were £2,000 (2018: £1,500). This amount was borne by another Group
company and was not recharged.

Staff costs
During the year ended 31 December 2019, the Company did not have any employees (2018: nil).

The directors are employees of other subsidiaries within the Group and no consideration is paid by the
Company to the other subsidiaries for the services rendered by these directors.

Taxation
2019 2018

Current tax: -
UK corporation tax - -

13



Islay Tidal Power Limited

Notes to the financial statements
Year ended 31 December 2019

Taxation (continued)

For the year ended 31 December 2019, the Company was subject to UK corporation tax at a rate of 19%
(2018: 19%). The total tax expense differs from the amount computed by applying the statutory UK tax
rates as follows:

2019 2018
£ £

Loss before tax - -

Tax at 19% (2018: 19%) - -

Decrease in income taxes resulting from:
Tax losses carried forward not recognised - -

Tax credit for the period - -

At the end of the period, the Company has unutilised tax losses of £7.2k (2018: £7.2k) available to offset
against future profits. No deferred tax asset has been recognised due to the unpredictability of future profit
steams.

Applicable rate of tax is computed at 19% (2018: 19%)).

Debtors
2019 2018
£ £
Amounts due from Group companies 38,597 38,597

Amounts owed by Group undertakings are unsecured, interest free, have no fixed date of repayment and
are repayable on demand. Management has no current intention to recall the balance in the foreseeable
future.

Trade and other payables

2019 2018
£ £
Amounts due to Group companies (36,703) (36,703)

Amounts owed by Group undertakings are unsecured, interest free, have no fixed date of repayment and
are repayable on demand. Management has no current intention to recall the balance in the foreseeable
future.

14
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Islay Tidal Power Limited

Notes to the financial statements
Year ended 31 December 2019

Share capital

Number £
Allotted, called up and fully paid
Ordinary Shares of £0.01 each
At 31 December 2018 and 2019 3,859,703 38,597

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at meetings of the Company.

Related party transactions

The Company has taken the exemption available under FRS 101 regarding related party transactions entered
into between two or more members of a group, provided that the subsidiaries party to the transaction are
wholly owned by a member of the group. Disclosure is made of related party transactions which are not
wholly owned subsidiaries within the Group and therefore do not qualify for the disclosure exemption.

During the year, the Company did not enter any transactions with related companies not qualifying for the
disclosure exemption. '

The following amounts were outstanding at the balance sheet date:

2019 2018
£ £
Amounts owing (to)/from related companies
- Atlantis Operations (UK) Limited 36,703 36,703

Immediate and ultimate parent undertaking

At 31 December 2019 the immediate parent undertaking is Islay Holdings Limited, incorporated in the
United Kingdom.

At 31 December 2019 the Company is a subsidiary undertaking of SIMEC Atlantis Energy Limited, which
is the ultimate parent company incorporated in Singapore and registered at 21 Merchant Road, Level 4,
Singapore 058267. The Group headed by SIMEC Atlantis Energy Limited is also the largest group in which
the results of the Company are consolidated. No other group financial statements include the results of this
Company.

The consolidated financial statements of the Group are available to the public and may be obtained from
the Group’s website at www.simecatlantis.com.

Post balance sheet event

On 30th January 2020 the spread of the Coronavirus (COVID 19) was declared a public health emergency
by the World Health Organisation. The impact of COVID 19 did not materially impact the Company in the
year ended 31 December 2019 and in line with IAS 10 has been considered a non-adjusting post balance
sheet event. We have considered the impact of COVID-19 on the recoverability of receivables.
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