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Glossary

ABP Associated British Ports

AEMP Adaptive Environmental Management Plan
ASG Active Supporters’ Group

BEIS Department of Business, Energy & Industrial Strategy
Company Tidal Lagoon (Swansea Bay) Plc

CfD Contract for Difference

DCO Development Consent Order

EU European Union '

FRS Financial Reporting Standard

GE Good Energy Limited

GET Good Energy Tidal Limited

GW Gigawatts

GWh Gigawatt hours

Hendry Review The independent review of tidal lagoons chaired by Charles Hendry which
: reported in January 2017
HMRC Her Majesty’s Revenue & Customs

HMT Her Majesty’s Treasury

Lagoon The tidal lagoon to be situated in Swansea Bay
NRW Natural Resource Wales '
Project The tidal lagoon to be situated in Swansea Bay
TLP Tidal Lagoon Power Limited

TLPLC Tidal Lagoon Plc

TLSB Tidal Lagoon (Swansea Bay) Plc

TWh Terrawatt hour
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‘lntroduction to the Swansea Bay tidal lagoon project

Swansea Bay tidal lagoon (the “Project” or “Lagoon”) would be a first-of-a-kind tidal range
powered energy plant comprising a 9.5km land-attached breakwater structure situated in
Swansea Bay, at the western end of the Severn Estuary, within which a section of hydro
turbines will be installed, specifically designed to generate electricity from the 8.5m tidal range.
Tidal Lagoon (Swansea Bay) Plc (“TLSB" or the “Company”) was established in 2012 as a special
purpose vehicle company to develop, finance, build and operate the Project.

The Severn Estuary has the second highest tidal range in the world and Swansea Bay spring
tides reach up to 12m, allowing for significant tidal head and thus power potential. Tidal range
presents a long term 120 year opportunity - far exceeding the typical design life for a wind
farm, gas fired power station, or even a nuclear power plant.
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Once operational, the Lagoon is expected to be capable of delivering over 500GWh of the UK's
energy needs per annum of tidal power in a predictable fashion: sufficient electricity to power
over 155,000 homes, more than Swansea’s domestic electricity requirement.

The resulting development is understood would be the first man-made tidal lagoon and the
largest tidal energy plant in the world. The Project is designed to include a visitor centre,
sporting facilities, mariculture farm and other amenities for the benefit of the local community.

Further Information
Further information regarding tidal lagoons and the Project can be found on our website at

tidallagoonpower.com/projects/swansea-bay
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Strategic Report

Business review

As reported last year, Charles Hendry's UK Government sponsored independent review into
the role of Tidal Lagoons (the “Hendry Review”) was published in January 2017 (see
hendryreview.wordpress.com) and gave a robust endorsement for a UK based tidal lagoon
industry with a clear recommendation to proceed with the-Swansea Bay Tidal Lagoon as a no
regrets decision.

Nevertheless and notwithstanding intervention from the Welsh Government and cross-party
support for the Project, on 25 June 2018 Greg Clark, Secretary of State for the Department of
Business, Energy and Industrial Strategy (“BEIS"), announced that the UK Government, whilst
supportive of the concept of tidal lagoons, was not minded to progress a Contract for
Difference (“CfD") for the Swansea Bay tidal lagoon project. The Company strongly dispute
both the decision and the published grounds upon which the UK Government came to its
conclusions.

Notwithstanding the decision, there is a strong desire from a large number of stakeholders,
especially in Wales, to see the Project delivered. However, given its limited financial resources,
the Company is reliant upon other stakeholders, including Tidal Power Plc (a related party
company established by the executive management), to progress the Project at their risk.
Should progress be made on this basis then value may be delivered back to shareholders.

Operating results

The UK Government's decision in mid-2018 has had a material impact on the future prospects
of the business and its ability to raise further funds. Accordingly, during 2018 the Company
has taken action to close out the majority of its third party liabilities whilst seeking to preserve
value by positioning the Company, given its limited financial resources, to support any credible
plan that may ultimately deliver shareholder value.

The Company made an operating profit for the year of £0.1m (2017: loss £3.1m) which reflects
the fact that the Company had scaled back its operations to a minimal level by the end of 2017
in response to the uncertainty around the UK Government’s position and a release of certain
balance sheet provisions as the affairs of the Company have been progressively settled.

Funding ,

The Company has been funded to date by public share offerings and loan capital. This includes
strategic backing from Prudential Greenfield LP, InfraRed Capital Partners Limited (on behalf
of funds that it manages), Tidal Lagoon Plc and the Welsh Government. The Welsh Government
loan was repaid in full during the year.

Principal risks and uncertainties

The Directors consider that the principal risks and uncertainties facing the Company are as
follows:

Tidal Lagoon (Swansea) Bay Plc
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.Strategic Report

Dependence on other entities
In the current circumstances, restricted access to additional funds means the Company is

dependent on other entities, including related party companies, to progress plans for the
Project (for which the Company holds the rights) at risk. Any such schemes are speculative in
nature and are likely to require political support from, as a minimum, the Welsh Government
for the Project to get to financial close. In addition, the DCO was awarded on 9 June 2015 and,
unless extended, will expire on the fifth anniversary. Failure of at least one of these initiatives
being realised or making sufficient progress within the next 12 months may lead to the
Company ceasing to trade.

Financial risk - short term
The Company has met its day-to-day working capital requirements through loans from its

strategic sponsors.

The Directors have prepared projected cash flow information for the next twelve months on
the basis that value remains in the assets of the Company, taking account of projected
expenditure and available funds from the Company's strategic sponsors. The Directors have
taken into consideration actions they could take in response to reasonable cash flow
sensitivities. On this basis, the Directors believe that the Company will continue to operate
within funds available to it provided that the loan note holders continue in their support for
the Company and do not call their loans.

However, whilst the Directors believe the going concern basis is appropriate at the date of this
report, the inherent uncertainties of the Project at this stage and specifically the dependence
on third party stakeholders have a major impact on this assessment such that if the Project
becomes non-deliverable then the Company may cease to trade. This is further explained in
note 3 to the financial statements.

Future development

The Directors are looking to deliver value back to shareholders by supporting the efforts of
third parties, including related party companies, to get the Project to financial close. The Board
recognise that there remains significant risk in this approach and there is no guarantee that
the Project will be delivered. However, the Company retains all rights to the Project and
therefore remains well placed to benefit from any third party initiative to bring forwards a
Swansea Bay tidal lagoon project on a timely basis which builds upon the work undertaken by
the Company over the last seven years.

Approved by the Board on 26 June 2019 and signed on its behalf by

(T Zher

P | Carter
Director

i —
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Board of Directors

Mark Shorrock - Executive Director

Mark is a successful UK renewable energy innovator who, to date, has béen
responsible for the consenting of over 45 planning consents, including the
development and construction of UK-based solar and wind sites with a total
installed capacity of 350MW. He also sold the largest pre-consent pipeline of UK
wind assets in 2006 and pioneered two first-of-kind renewable energy investment
vehicles, one specialising in early stage low carbon companies and the other
focused on solar power investments.

Patrick Carter - Executive Director

Patrick is a qualified Chartered Accountant and Barrister. Having trained at
Deloitte, he was appointed Group Finance Director of Aukett Fitzroy Robinson
Group Plc in 2002, one of the UK's leading international commercial architectural
practices. Between 2007 and 2012, he was Finance Director of Charteris Plc, an
¥ AIM quoted business consultancy and IT systems integrator.

Andrew Matthews - Non-Executive Director

Andrew joined Infracapital in 2015 to lead its greenfield infrastructure investment
activities; previously he was a Partner in 3i plc’s infrastructure team. He has over
30 years' of infrastructure financing, development and asset management
experience. Andy is a Fellow of the Royal Institute of Chartered Surveyors and the
Chartered Institute of Arbitrators.

James Hall-Smith - Non-Executive Director

James has been with InfraRed since 1997 and is a senior member of their
infrastructure team, responsible for establishing the next value-add greenfield
infrastructure fund. Previously he worked at Hambros Bank in its project advisory
unit advising on early UK Private Finance Initiative projects.
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" Directors’ Report

The Directors present their Annual Report for Tidal Lagoon (Swansea Bay) Plc (company
number 08141301) together with the financial statements for the year ended 31 December
2018.

Dividends
No dividends will be distributed for the year ended 31 December 2018 (2017: £nil).

Political expenditure
The Company did not incur any political expenditure during the year ended 31 December 2018

(2017: £4,000).

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.

Board of Directors
The Company is led and controlled by a Board of Directors.

The Board currently comprises two executive directors and two non-executive directors who
bring a wide range of experience and skills to the Company, neither of whom are considered
independent. ’ '

The Board meets regularly to determine the policy and business strategy of the Company and
has adopted a schedule of matters that are reserved as responsibilities of the Board. The
Board has delegated certain authorities to board committees, each with formal terms of
reference.

Directors of the Company
Except as noted below, the Directors shown below have held office during the whole of the

period from 1 January 2018 to the date of this report:

M C Shorrock

P Carter

A Matthews

J Hall-Smith (appointed 10 April 2018)

K E Clarke (resigned 30 September 2018)

D H Slater (resigned 30 September 2018)

H Brockmueller (resigned 30 September 2018)
M R Woodhams (resigned 10 April 2018)

Biographical details of current directors are set out on page 5.

Audit Committee

The main role and responsibility of the Audit Committee is to monitor the integrity of the
financial information published by the Company about its financial performance and position.
It does this by keeping under review the adequacy and effectiveness of the internal financial
controls and by reviewing and challenging the selection and application of important

. 0 0000000000000 0 0000000000000/ 1
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Directors’' Report

accounting policies, the key judgements and estimates made in the preparation of the ﬂnanc'al
information and the adequacy of the accompanying narrative reporting.

The Audit Committee is also responsible for overseeing the relationship with the external
auditor which includes considering their selection, independence, terms of engagement,
remuneration and performance.

It meets at least once a year with the external auditor to discuss audit planning and the audit
findings, with certain executive directors attending by invitation. If appropriate, the external
auditor attends part of each committee meeting without the presence of any executive
directors.

The Audit Committee is chaired by James Hall-Smith and will be disbanded following the
approval of these accounts.

Remuneration & Nominations Committee

The Remuneration & Nominations Committee is responsible for keeping under regular review
the size, structure, remuneration and composition (including the skills, knowledge, experience
and diversity) of the Board and senior employees. The committee approves the appointment
and remuneration of senior employees. This includes considering business planning taking
into account the skills and expertise expected to be needed in the future as the Company’s
strategic goals move through the development, construction and operational phases. The
Remuneration & Nominations Committee is chaired by Andrew Matthews and will be
disbanded following the approval of these accounts.

Environmental policy

The Company is committed to protecting the environment by complying with all relevant UK
legislation, meeting national standards relating to the environment and adopting best working
practices currently in use by the industry.

The Company uses the word environment to cover the natural environment and ecosystems
as well as the built environment and the effect the Company's operations can have on peoples’
lives and heritage.

Health and safety
The Company seeks to promote all aspects of health and safety at work throughout its
operations in the interests of employees, contractors and visitors.

Research and development activities
A significant part of the Company’s activities are directed towards research and development.

Research and development, in its widest sense, encompasses the use of scientific or
technological knowledge in order to produce new or substantially improved materials, devices,
products or services to install new processes and systems prior to the commencement of
commercial production or commercial applications, or to improve substantially those already
produced or installed.

Whether it be engineering, project design, environmental impact assessment or other related
projects, the Directors consider that these activities fall squarely within this definition. What

Tidal Lagoon (Swansea) Bay Plc
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Directors' Report

the Company is seeking to achieve is in every way pushing forward the boundaries of science
and engineering, and seeking to achieve a major technological advance.

The results of our activities will create intellectual property, rights, permits, contracts and know-
how that are required in order to design, build and operate a first-of-a-kind power plant. We
are confident that our activities will make an appreciable advance in the overall knowledge and
capability within this field and we are, and will continue to be, a leader in the advancement of
knowledge and capability in the field of renewable energy using tidal technology.

Disclosure in the Strategic Report
Other matters required to be disclosed in the Report of the Directors in accordance with

section 416(4) of the Companies Act 2006 in relation to financial risks and future developments
are set out in the Strategic Report on pages 3 to 4 in accordance with section 414C(11) of the
Companies Act 2006.

~ Statement of Directors’ responsibilities
The Directors are responsible for preparing the Strategic Report, 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 the Directors have elected to prepare the financial statements in accordance
with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law).

Under company law the Directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the 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 accounting estimates that are reasonable and prudent;

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

e 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 preventioh and
detection of fraud and other irregularities.

e —
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Directors’' Report

Statement as to disclosure of information to auditors
So far as the Directors are aware, there is no relevant audit information (as defined by Section

418 of the Companies Act 2006) 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.

Approved by the Board on 26 June 2019 and signed on its behalf by

N oster

P ) Carter
Director

S
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Report of the Independent Auditors

Opinion

WZ have audited the financial statements of Tidal Lagoon (Swansea Bay) Plc (the 'Company')
for the year ended 31 December 2018, which comprise the Statement of Comprehensive
Income, Balance Sheet, Statement of Changes in Equity, Cash Flow Statement and notes to the
financial statements, 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).

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 a Report
of the Auditors 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 opinions we have formed.

In our opinion the financial statements:

e give a true and fair view of the state of the Company's affairs as at 31 December 2018 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
Auditors' 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.

Material uncertainty related to going concern
We draw your attention to note 3 in the financial statements, which indicates the impact of the

UK Government’s decision in mid-2018 on the business and the Company's current reliance
on stakeholders to progress the Project in the necessary timescales. As stated in note 3, these
events or conditions, along with  other matters set forth in note 3, indicate that a material
uncertainty exists that may cast significant doubt on the Company's ability to continue as a
going concern. Our opinion is not modified in respect of this matter.

Tidal Lagoon (Swansea) Bay Plc
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Report of the Independent Auditors

Other information
The directors are responsible for the other information. The other information comprises the

information in the Strategic Report and the Directors' Report, but does not include the financial
statements and our Report of the Auditors thereon.

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.

Opinion 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

e the Strategic Repoft and the 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 the Directors’ Report.

We have nothing to report in respect of the following matters where the Companies Act 2006

requires us to report to you if, in our opinion:

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

e thefinancial 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

e« we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Statement of Directors' Responsibilities set out in the Directors’
Report, 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

- ]
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Report of the Independent Auditors

determine 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.

Our 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 a
Report of the Auditors that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with 1SAs (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 www.frc.org.uk/auditorsresponsibilities. This
description forms part of our Report of the Auditors.

T

Nicola Smith (Senior Statutory Auditor)

for and on behalf of Baldwins Audit Services
Statutory Auditors

Pillar House

113/115 Bath Road

Cheltenham

Gloucestershire

GL53 7LS

Date: 26 June 2019

]
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Statement of Comprehensive Income
Year Ended 31 December 2018

TURNOVER

Administrative expenses

Other operating income

OPERATING PROFIT/(LOSS)
Interest receivable and similar income

Interest payable and similar charges

LOSS ON ORDINARY ACTIVITIES BEFORE
TAXATION
Tax credit on loss on ordinary activities

LOSS FOR THE FINANCIAL YEAR
Other comprehensive income

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Notes

2018
£'000

50

50

50
3

53
(3,236)

(3,183)

47
(3,136)

(3,136)

2017
£'000

(3,057)

(3,057)

(3,057)

— —

3,055)
2,995)

(6,050)

348
(5,702)

' (5,702)

S —
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-Balance Sheet
As at 31 December 2018

2018 2017
Notes £'000 £'000
CURRENT ASSETS

Debtors 9 65 - 338
Cash at bank 116 196
181 534

CREDITORS
Amounts falling due within one year 10 (25,784) (21,583)
NET CURRENT ASSETS (25,784) (21,049)

CREDITORS
Amounts falling due in more than one year 11 - (1,418)

(25,603) (22,467)

CAPITAL AND RESERVES

Called up share capital 14 146 146
Share premium 15 _ 16,262 16,262
Profit andlloss account 15 (42,011) (38,875)
SHAREHOLDERS' FUNDS ‘ (25603)  (22,467)

The financial statements were approved by the Board of Directors on26 June 2019 and
were signed on its behalf by:

P ) Carter | Mark Shorrock
Director Director

e —
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Statement of Changes in Equity
Year Ended 31 December 2018

Changes in equity

Balance at 1 January 2017
Issue of share capital
Total comprehensive income

Balance at 31 December 2017
Issue of share capital
Total comprehensive income

Balance at 31 December 2018

Called up
Share Profit Share
Capital andLoss  Premium
£000 £'000 £000
146 (33,173) 16,143
- - 119
- (5,702) -
146 (38,875) 16,262
- (3,136) -
146 (42,011) 16,262

Total

Equity
£'000

(16,884)
119
(5,702)

(22,467)

(3,136)
(25,603)

- ____ . ____]
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"Cash Flow Statement

Year Ended 31 December 201 8-

Cash flows from operating activities
Cash generated from operations
Tax credit received

Net cash from operating activities

P

Cash flows from investing activities
Interest received

Net cash from investing activities

~ Cash flows from financing activities
New loans in year
Loans repayments in year

Net cash from financing activities

Decrease in cash and cash equivalents
Cash and cash equivalents at beginning of
year

Cash and cash equivalents at'end of year

Notes

20

-31

Year
Ended
Dec 17

£'000

(390)
322

(68)

Year
Ended

31 Dec 16
£'000

(3,737
748 -

- (2,989)
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theé to the Financial Statements
Year Ended 31 December 2018

1. Company information . : '
Tidal Lagoon (Swansea Bay) Plc is a public company, limited by shares, registered in England}

and Wales. The Company's registered number and registered office can be found on the
Company Information section of the contents page.

2. Statement of compliance ,
These financial statements have been prepared in accordance with Financial Reporting

Standard 102 "The Financial Reporting Standard applicable in the UK and Republic of
Ireland" ("FRS102").

3. Accounting policies _
The principal accounting policies applied in the preparation of these financial statements

are set out below:

Basis of preparation .
. The financial statements have been prepared on a going concern basis and on the hlstorlcal

cost basis except for the modification to a fair value basis for certain financial instruments
as specified below. They are presented in Pounds Sterling, rounded to the nearest thousand
pounds. '

The Company's business activities, together with the factors likely to affect its future

| development, performancé and position, are set out in the Strategic Report on pages3to 4.
The principal risks and uncertainties section on pages 3 and 4 provides further details of
the principal risks affecting the Company.

The Directors have prepared projectéd cash flow information for the next 12 months from
the date of approval of the financial statements on the basis that there remains value in'the
assets of the Company. These take account of projected expenditure, committed funds
available to the Company from its strategic sponsors and actions the Board may take in
response to reasonable cash flow sensitivities.

However, the inherent uncertainty around the future of the Project and the ability for any
third party stakeholder to progress within the necessary timescales are fundamental risks.
After making enquiries and considering these uncertainties, the Directors have a reasonable
expectation that the Company has adequate resources to continue in operational existence
for the foreseeable future provided that the loan note holders continue in their support of
the Company and do not call in their loans. For these reasons, the Directors continue to
adopt the going concern basis of accounting in preparing the annual financial statements.

This notwithstanding, were a means to progress the Project not found and the Company
ceases to trade for this or any other reasons, adjustments would have to be made to reduce

. the value of the assets to their recoverable amount, to provide for any further liabilities that
might arise and to reclassify long term liabilities as current liabilities. Available funding may
be insufficient to fully cover current liabilities at that point.

Tidal Lagoon (Swansea) Bay Plc
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- Notes to the Financial Statements
Year Ended 31 December 2018

Accounting policies (continued)
Turnover
Turnover represents amounts receivable for the provision of goods and services, excluding

value added tax. All turnover arose in the United Kingdom and represents ancillary income
resulting from the Companys activities in developing the tldal lagoon and associated
projects.

Taxation
Taxation expense for the period comprises current and deferred tax recognised in the

reporting period. Tax is recognlsed in profit or loss, except to the extent that it relates to
items recognised in other comprehensive income or directly in equity. In this case tax is also
recognised Ain other comprehensive income or directly in equity respectively.

Current or deferred taxation assets and liabilities are not discounted.

Current tax
Current tax is recognlsed for the amount of income tax payable in respect of the taxable

profit for the current or past reporting periods using tax rates and laws that have been
enacted or substantively enacted by the reporting date.

Deferred tax >
Deferred tax arises from timing differences that are dlfferences between taxable profits and

total comprehensive income as stated in the financial statements. These timing differences
arise from the inclusion of income and expenses in-tax assessments in periods different
from those in which they are recognised in financial statements.

Deferred tax is 4recogn_ised on all timing differences at the reporting date except for certain
'exc‘eptions. Unrelieved tax losses and other deferred tax assets are only recognised when
it is probable that they will be recovered against the reversal of deferred tax liabilities or
other future taxable profits.

Deferred tax is measured using tax rates 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. ' '

Research and development :
Expenditure on research activities, undertaken with the prospect of gaining new scientific

or technical knowledge and understanding, is recognised in profit or loss when it is incurred.

Expenditure on development activities, which can be separately distinguished from the
research phase of a project, is capitalised if the product or process can be demonstrated as
technically and commercially feasible, will generate probable future economic benefits and
that the Company has adequate technical, financial and other resources available to
complete the development. Other development expenditure is recognlsed in profit or loss
as incurred. - :

T ————————————————————————————————————————————————————————
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Notes to the Financial Statements
Year Ended 31 December 2018

Accounting policies (continued)
Foreign currencies
Assets and liabilities in foreign currencies are translated into pounds sterling at the rates 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. Exchange differences
are taken into account in arriving at the operating result. ‘

' Share based payments
The cost of equity-settled transactlons is recognised in profit or loss, together with a

corresponding increase in equity, measured by reference to the fair value of the equity
instruments granted in respect of the services provided. -

Financial instruments
The Company has chosen to adopt Sections 11 and 12 of FRS102 in respect of financial

instruments.

(i) Financial assets -

Basic financial assets, including trade and other recelvables cash and bank balances and
investment in commercial paper, are initially recognised at transaction price, unless the
arrangement constitutes a financing transaction, where the transaction is measured at the
present value of the futurereceipts, discounted at a market rate of interest.

Such assets are subsequently carried at amortlsed costs using the effective interest method.

At the end of each reporting period 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 effective interest rate. The impairment loss is
recognised in profit or loss.

If there is 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. ' |

Financial assets are derecognised when (a) the contractual rights to the cash flows from the
asset expire or are settléd' or (b) substantially all the risks and rewards of the ownership of
the asset are transferred to another party; or (© despite having retained some significant
risks and rewards of ownership, 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
imposing additional restrictions. ‘

S —
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“Notes to the Financial Statements
Year Ended 31 December 2018

Accounting policies (continued)

(i) Financial liabilities

Basic financial liabilities, including trade and other payables bank loans and preference
shares that are classified as debt, are initially recognised at transact|on price, unless the
arrangement constitutes a ﬂnancmg 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.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the
loan to the extent that it is probable that some or all of the facility. will be drawn down. In
this case, the fee is deferred until the draw-down occurs. To the extent there is no evidence
that it is probable that some or all of the facilities will be drawn down the fee is capitalised

- as a prepayment for liquidity services'and amortised over the period of the facility to which
it relates. ' ‘

. Trade payables are obligations to pay for goods and 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.

Non-basic financial instruments are initially recognised at fair value on the date they are

entered into and are subsequently re-measured at fair value. Changes in the fair value of
. non-basic financial instruments are recognised in profit or loss as finance costs or finance
_income as appropriate. ‘

Financial liabilities are derecognised when the liability is extinguished, that is when the
contractual obligation is discharged, cancelled or expires. '

-~

(iii) Compound financial instruments

Compound financial instruments issued by the company comprise loan notes that can be
converted to share capital at the option of the holder, and the number of shares to be
' lssued does not vary with changes in their fair. vaIue

The liability component of a compound financial instrument is initially recognised at the fair

value of a similar liability that does not have an equity conversion option. The equity

component is initially recognised at the difference between the fair value of the compound

financial instrument as a whole and the fair value of the liability component. Any directly

attributable transaction costs are allocated to the liability and equity components in .
~ proportion to their initial carrying amounts.
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i
Notes to .the Financial Statements
Year Ended 31 December 2018

Accounting policies (continued).

Subsequent to initial recognition, the liability component of a compound financial
instrument is measured at amortised cost using the effective interest method. The equity
component of a compound financial instrument is not re-measured subsequent to initial
recognition except on conversion or expiry.

(iv) Offsetting .
Financial assets and liabilities are offset and the net amount presented in the financial
statements where there is a legally enforceable right to set off the recognised amounts and
there is an intention on a net basis or to realise the asset and settle the liability
simultaneously. B A'

Share capital
Ordinary shares and E Ordinary shares are classified as eqwty Incremental costs directly

attributable to the issue of new ordinary shares are shown in équity as a deductlon from -
the proceeds.

4. Critical accountingjudgements and estimating uncertainties -
Estimates and judgements are continually evaluated and are based on historical experience

and other factors, including expectations of future events that are believed to be reasonable
“under the circumstances. ‘ '

Key accounting estimates and assumptions
The Company makes estimates and assumptions concerning the future. The resulting

accounting estimates will, by definition, seldom equal the related actual results.

. The estimates and assumptions that have a significant risk of causing a material adestmeht
“to the carrying amounts of assets and liabilities within the next ﬂnanoal year are set out
below: '

i) Fair value of the 2018 Loan Note //ab///ty
* The fair value of the loan notes requires an assessment as to the level of certamty of
the outcome of a number of contingent events and the impact on potential lender

returns.
' ' /

i) Research and development tax credit A
The Company makes a provision for the estimated rebate from HMRC for research and
development which requires an assessment of qualifying expendlture meetlng HMRC
guidelines and relevant tax legislation.

e —
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- Notes to the Financial Statements
Year Ended 31 December 2018

5. Staff costs

Year Year
Ended . Ended

31 Dec 18 31 Dec 17
£'000 £'000

Directors' fees ; , 27 15

The average monthly number of employees during the year was as follows:

Directors- ‘ N , 6 7

Certain directors and key management personnel received their emoluments from the
related companies Shire Oak Energy Limited (“SOE") and Tidal Lagoon Power Limited (“TLP").
An element of this remuneration-is recharged from SOE to TLP. Prior to December 2017,
TLP charged the relevant costs to this company (see note 18). No such costs were recharged
in 2018.

Certain directors have bonus arrangements that crystallise on financial close. These have
been included within contingent liabilities (see note 16). '

6. Operating loss

Year Year
Ended ‘Ended
31 Dec 18 31 Dec 17
- " £'000 £000

The operating profit/(loss) is stated after charging:
Auditors remuneration - audit services 6 10
Auditors remuneration - other services 1 13
Research and development expense - 1,103
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" Notes to the Financial Statements
Year Ended 31 December 2018

7. Intérest payable and similar charges

Otherloaninterest

8. Taxation
Analysis of the tax credit

The tax credit on the loss on 6rdi_nary activities for the year was as follows: -

Current tax: A
l{KcorpOraﬂontax
Under provision in prior year

Year
Ended

31 Dec 18

£000
3,236

3,236

Year
Ended

31 Dec 18
£000

47

47

Year ’
Ended

31 Dec17

£'000
2,895

2,995

Year

" Ended

31 Dec17
£000

275
73

34
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* Notes to the Financial Statements
Year Ended 31 December 2018

. Taxation (continued)
Reconciliation of total tax credit included in profit and loss account
The tax assessed for the year is higher than the Standard rate of corporation tax in the UK.

The difference is explained below:

Year Year
‘Ended Ended
31 Dec18  31Dec17
£'000 £'000
Loss on ordinary activities before tax : 3,183 . 6,050
Loss on ordinary activities :
Multiplied by the standard rate of corporation tax _ _
in the UK of 19% (2017: 19.25%) o 605 . 1,165
Effects of: | |
Expenses not.deductible for tax purposes : ' (241) )
Utilisation of tax losses ‘ - (365)
Additional deduction for research and \ 4
development expenditure , - 206
Unrelieved tax losses carried forward ' (364) (1,004)
Current year research and development tax credit , "= 275
Adjustment to tax charge in respect of ' ‘
previous years ' 47 73
Total tax credit - o : 47 . 348

Factors that may affect future tax charges
Taxable losses in the order of £30,000,000 have been mcurred and are available for use

against future taxable profits (2017: £29,000,000). A deferred tax asset has not been
recognised however as the Company does not anticipate taxable profits to-arise within the
immediate future. K

9. Debtors: amounts falling due within one year

2018 2017

: £'000 - £'000

Other debtors 65 163
Corporation tax recoverable - ‘ 275 .

65 338

_____ ]
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Notes to the Financial Statements

: Year Ended 31 December 2018

Debtors: amounts falling due within one year (continued)

~ All debtor balances held by the Company are pledged as security for the protection of an
option granted to a related third party by way of a fixed and floating charge, as disclosed in
note 18.

All debtors balances held by the Company are pledged as security for the 2018 Loan Notes -
issued by way of a floating charge.

10. Creditors: amounts falling due within one year

2018 2017

: ; £000 £000

Loans (see note 12) . - S0 25,716 21,076
Trade creditors ’ 65 232

. Accruals 3 275

25,784 21,583

11. Creditors: amounts falling due in more than one year

‘ 2018 2017
A o, £'000 £000
Other loans (see note 12) - _ ~ - - 1,250
“Accruals ‘ ‘ C e 168
- 1,418
12. Loans
An analysis of maturity of loans is glven below:
‘ 2018 2017
: £°000 °  £000
Amounts falling due within one year: : _ :
2018 Loan Notes - 25,716 21,076
Current liabilit : - 25716 21,076
Amounts falling due between one and two years: .
Other loans - 1,250

25,716 22,326

The Loan Notes are secured against a floating charge@gainst all assets of the Cdmpany. As
at 31 December 2018, the 2018 Loan Notes were redeemable on the earlier of 30 June
2019, financial close or at the Note Holders' option from 1 January 2019. These have been
fair valued through the profit and loss at their SUbSCFIptIOﬂ price plus accrued interest at
20%.
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- Notes to the Financial Statements
Year Ended 31 December 2018

‘Loans (cont/nued)
. The contractual return on the loan notes is contingent on a number of events at financial

close including the lenders subscribing for construction equity at that point. The maximum
amount that might be paid out on financial close were all contingent events satlsﬂed is
£50,286,000 (2017: £45,957,000). -

FoIIowmg the year end the 2018 Loan Note agreement was amended and Loan Notes are
now redeemable on the earlier of 30June 2020 and financial close.

13. Financial mstruments

2018 2017
£'000 £'000.
Current financial assets ’ _
Cash at bank and in hand 116 . 196
Other debtors ’ ' 50 - 35
Financial assets carried at amortised cost ' ‘ . 166 231
Current financial liabilities
Trade creditors ’ ‘ 65 - 232
Accruals and deferred income S : , 3 275
Current financial liabilities carried at amortised cost 68 507
Other loans . 25716 21,076
Current financial liabilities carried at fair value through P&L | 25,716 - 21,076
Non-current financial liabilities
Other loans carried at amortised cost - 1,250
Accruals and deferred income ' . - 168
- Non-current financial liabilities carried at amortised cost - 1,418

Financial instruments that are debt instruments are measured at amortised cost.

Details of other loans held at fair value through the profit and loss are disclosed in note 12
to the financial statements.
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Notes to the Financial Statements “
Year Ended 31 -December 2018

I

14. Called up share capital
2018 2017

© £000 £000

Allotted issued and fully paid:
28,220 Ordinary shares of £5 each (2017: 28,220) 141 141
1,000 E Ordinary shares of £5 each (2017::1,000) 5 5
| 146 146

Neither the Ordinary shares and E Ordinary shares are redeemable and both entitle the
holders: a) to receive notice of, attend and vote at geheral meetings of the tompany and
on a poll to one vote for each ordinary share held; b) to receive rateably in accordance
with the number of shares held by them, any profits available for distribution and resolved
to be distributed by the Company; and ¢) on a return of capital, to receive in accordance
with the number of shares held, any amounts payable to shareholder on a liquidation or - ‘
reduction of capital.

15. Reserves
Share Profit &

Premium Loss Total

A £'000 £'000 £'000

At 1 January 2018 o 16,262 (38875) (22,613)
Deficit for the year - (3,136) (3,136)
At 31 December 2018 : 16,262 (42,011)  (25,749)

‘Retained earnings includes all current and prior period retained pFofits and losses.

The share premium reserve contains the premium arising on the issue of equity shares,
net of issue expenses. ~

o

16. Contingent liabilities
The Company has agreed a contingent fee basis with certain suppliers that is dependent

on the,outcome of future events. At the balance sheet date, the maximum liability of the
Company to these suppliers amounted to £4,343,000 (2017: £5,238,000)."

Details of contingent liabilities relating to odtstanding loan notes are set out in note 12,

17. Capltal cornmltments
' The Company had no capital commltments at the balance sheet date (201 7: £nil).
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- Notes to the Financial Statements
Year Ended 31 December 2018

18. Related parties
Tidal Lagoon Power Limited
The Company directors, M C Shorrock and P J Carter are members of the Board of TLP

and ultimate control of that company also resides with M C Shorrock.

TLP provides developmeht resource and management services to the Project under a
services agreement. During the year transactions were undertaken with TLP as follows:

2018 2017

4 , £'000 ~ £'000
Professional services (57) - (1,970)
Other charges’ ' ' . - (431)
“ (57) (2,401)

At the year end, amounts were held on the balance sheet as owmg by the Company to TLP

as follows:
2018~ 2017
£'000 £000

Trade creditors , 1 135

Tidal Lagoon Plc (“TLPLC")
The Company directors, M C Shorrock and P J Carter are members of the Board of TLPLC
and ultimate control of that company also resides with M C Shorrock.

At the year end, amounts were held on the balance sheet as owing by the Company to
TLPLC as follows: A :

2018 2017

: , £000 £000
2018 Loan Notes ' , 6,001 5100

: , v
Included in the profit and loss account in the year is accrued interest, charged at a rate of
20% per annum, in respect of this loan amounting to £794,000 (201 7: £706,000).

TLPLC has provided a guarantee amounting to £3,860, OOO plus accrued interest over

certain 2018 Loan Notes |ssued per note 12.

/
At the balance sheet date the Company also had-a contlngent liability due to TLPLC of

- £612,000 (2017: £549 OOO)

P
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Notes to the Financial Statements |
Year Ended 31 December 2018

- ‘Re/ated pames (cont/nued)
Good Energy Limited ("GE") and Good Energy Tidal Limited (”GET”)

The director; M C Shorrock's spouse is a director and Chief Executive Officer of GE and
GET. In 2014, the Company entered into a power purchase agreement with GE and GET,

| providing an option to purchase 10% of the future power output from the Project on arm's
length commercial terms.

At the same time a fixed and floating charge over the assets of the Company was granted
to GE for the purposes of protecting that option.

19. Post balance sheet events
Following the year end the 2018 Loan Note agreement was amended and Loan Notes are

now due after more than .one year.

s

20. Reconciliation of cash generated from operations 4
: 2018 2017

: _ £'000 £'000
Loss for the period ' (3,136) (5,702)
Finance costs' . S 3236 2,995
Finance income ' ' (3) (2)
Taxation : (47) (348)
50 (3,057)

(Increase)/decrease in trade and other : .
~ debtors ' ' (2) 324
Decrease in trade and other creditors (438) . (1,004)
Cash generated from operations (390) - (3,737)

(
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) Shareholder Information

Registrars

Enquiries relating to matters such as loss of a share certificate, dividend payments or
notification of a change of address should be directed to SLC Registrars who are the Company’s
registrars at Elder House, St Georges Business Park, 207 Brooklands Road, Weybridge, Surrey
KT13 OTS. Telephone: 01903 706150.

Investor Relations
Periodic project updates are provided to existing investors.

You can view your shareholding in TLSB through Shareview, the online shareholder portal
provided by our Share Registrar, Equiniti David Venus Limited, trading as SLC Registrars. Visit
the Equiniti Shareview website (shareview.co.uk) and access the Registration page by using the
link at top-centre of the page. Once registered, you will be able to view and confirm your
holding in TLSB and holdings in any other companies for which Equiniti are Registrar.

Further information
Further information and.news for Swansea Bay tidal lagoon can be found at:
Website: tidallagoonpower.com/projects/swansea-bay
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