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GAEL FORCE GROUP HOLDINGS LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present the strateglc report for the year ended 31 December 2018.

Falr review of the business

Gael Force Group Holdings Limited Is the ultimate holding company of all Gael Force companies. These are
organised into a trading group, under the direct ownership of Gael Force Group Limited ("GFG"), which provides
its trading subsidiaries with shared corporate services, and a non-trading arm, currently comprising, solsly, Gael
Force Properties & Investments Limited (“GFPI").

The consolidated psrformance, asssts and liabilities of GFG and its subsidiaries, and GFPI are presented here.

The principal activities of the trading group continued to be the provision of squipment, technology and services
for the aquaculture, commercial marine and leisure marine markets through; the construction of feed barges; the
manufacture, sale and rental of aquaculture and marine equipment; service engineering to the aquaculture and
other Industries; and the manufacture and installation of marina pontoons.

The principal activities of the non-trading operations is investment in heritable property and the holding of listed
investments.

2018 marked a significant step towards the completion of an Integrated and comprehensive portfolio of capital
equipment for offer to the offshore aquaculture market, with the acquisition in April of @ 75% stake In Fuslon
Marine Limited, now Gae! Force Fusion Limited. Over many years, Fusion Marine has developed a dominant
position as trusted supplier of fish pens and anclliary equipment. It brings to the group a really strong team,
reputation and revenue stream. We see great opportunities to add value and accelerate its growth prospects.

In October, the Group tcok a 76% stake in Corpach Boatbuilding Limited, now Gael Force Boatbuilding Limited.
The company has occupled a position as a niche boat-repairer on the West coast and we see iis great potential
to build a new generation of stes! barges, already being realised with our first order in early 2018,

Alongside growth through acquisition, in 2018 we have prioritised product development. This has been an
essential strand In our growth, and, with the recruitment of specialist staff and the launching of two major
development projects, will continue to provide key straetegic focus.

In recent years, the domestic market has been the group's primary target. Through 2018 we undertook desk and
‘on the ground' research and evaluation of prospective export markets and have positioned ourseives to make a
substantial Impact In 2018.

Trading performance, was below budget in 2018, largely reflecting timing shifts and deferrals of anticlpated client
projects. While reported performance against KPI's is down against an exceptionally strong year in 2017 the
Directors consider 2018 to have besn a trangformational year In the company’s outiook and market position with
very significant capacity bullding and product developments compisted. We end the year as a resutlt of trading
and acquisition with the net worth of the consolidated balance shest up by 23% on the previous year. As a resulit
of this capacity buliding a very strong trading position Is being enjoyed In 2018 and we fully expect to be
reporting a record position across all trading companies at the year end.




GAEL FORCE GROUP HOLDINGS LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Principal risks and uncertainties

We continue to adhere to our ambitious growth strategy which is founded, in operations, on leveraging our core
compstencies and, financially, In maintaining conservative gearing and other key ratios. Underpinning that
strategy and all of our activities and business planning are our Gael Force group vision and core values, which
remain our guiding principles.

The main risk to the trading group as a whoie Is a serlous downtumn In the Scottish Aquaculture industry or loss
of, or financial fallure of, a major customer within that sector. Within the group we are working to a detailed
business plan which seeks to achieve continuing growth within & long term strategy for the group as a whole.
Each annual plan sets clear financial and other key targets and objectives for the business, which are monitored
and managed continuously. A high priority continues to be managing working capital and to improving free cash
flow for ongoing investment in growth.

In Implementing the strategy and In pursult of a position of market leadership, the Group Is actively extanding
capability and reach through substantial Investment in innovative new product and sarvice development as well
as acquisition. In May 2018 the Group acquired the remaining 25% of Gael Force Marine Technology which it
did not own.

The Directors see considerable potential for long term growth in the Group’s key markets and will continue to
target resourcas on those opportunities which deliver the best {ong term growth.

Key performance Indlcators
Performance of the trading group companies is measured agalinst financial KPis. At a consolidated leve| the
composite measures refiect spaclific factors bearing on the component parts and their relative weighting.

The following financial KPIs are derived from values as stated In the audited accounts.

| Trading group:

1P&L 201872017
Turmover arowth % 13% /41%
Gross profit % 268.8%/27.7%
Overheads as % gross profit 84% /75%
EBITDA £2.068m / £2.45m
EBITDA % 7.8%/10.1%
Pre-tax profit % , )  4,0%/8.3%
Net profit/direct employee cost % 13% / 32%

Balance sheet v
Days sales outstanding ] 57149 '
Days purchases outstaning 52/54
Liquidity {'qulck’) ratio 104% / 118%
_EBITDA/netdebt(cover) ~ 48%/89%

Leverage 48% / 35%
Return on capltal employed 15% / 44%




GAEL FORCE GROUP HOLDINGS LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Other activities

GFPI owns propsrties in Inverness and Stomoway which it lets to other Gael Force group companies. To this
degree it is subject to the same risks as the trading group. However the propertias have substantial open
market value which mitigates this exposure. Investments are legacy holdings In two primary UK listed pic’s,
which are held for the long term and not considered to carry unusual or exceptional risk. After the year-end, In
May 2018, GFPI acquired the ex- Sea Life Centre at Barcaldine, by Oban

On bshalf of the board




GAEL FORCE GROUP HOLDINGS LIMITED

DIRECTORS' REPORT

FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their annual report and financlal statements for the year ended 31 Dacember 2018.

Principal activities

The principal activity of the group is the provigion of commercial marine, leisure marine and fish-farm supplies,
the fabrication of fesd barges, service enginesring to the distillery and aquaculture industries, and the
manufacture and installation of pontoons.

Directors

The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

8 Graham
T R H Phillips FCA

Rsesuits and dividends
The results for the year are sst out on page 9.

Onrdinary dividends were paid amounting to £215,004. The directore do not recommend payment of a further
dividend.

Auditor

The auditor, Johnston Camichae! LLP, is deemed to be reappointed under section 487(2) of the Companies Act
2008.

Statement of dlsclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
Information of which the auditor of the company Is unaware. Additionally, the directors Individually have taken all
the necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant
audit Information and to establish that the auditor of the company is aware of that information.

Strategic Report

The group has chosen in accordance with Companies Act 2006, s. 414C(11) fo set out in the group's strategic
roport Iinformation required by Large and Medium-sized Companies and Groups (Accounts and Reports)
Regulations 2008, Sch. 7 to be contained in the directors’ report. it has done so in respect of future
developments and research and development.

On behalf of the board .
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GAEL FORCE GROUP HOLDINGS LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors are responsible for preparing the Annual Report and the financial statsments 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 financlal 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 group and company, and of the profit or loss of the group for that period. In
preparing these financial statements, the directors are required to:

* select sultable accounting policles and then apply them consistentiy;

* make judgements and accounting estimates that are reasonable and prudent;

o gtate whether applicabls UK Accounting Standards have been followed, subject to any material
dspartures disclosed and explained in the financial statemsnts;

¢ prepare the financial etatements on the going concern basis unless it is inappropriate to presume that
the group and company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the group’s and company’s transactions and disclose with reasonable accuracy at any ime the financial position
of the group and company and enable them to ensure that the financial statements comply with the Companies
Act 2008. They are also responsible for safeguarding the assets of the group and company and hence for
taking reasonable steps for the prevention and detection of fraud and other Irregularities.




GAEL FORCE GROUP HOLDINGS LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF GAEL FORCE GROUP HOLDINGS LIMITED

Opinilon

We have audited the financial statements of Gae! Force Group Holdings Limited (the ‘parent company') and its
subsidiaries (the 'group’) for the year ended 31 Decsmber 2018 which comprise the group statement of
comprehensive income, the group balance shest, the company balance sheet, the group statement of changes
in equity, the company statement of changes in equity, the group statement of cash flows and notes to the
financlal statements, including a summary of significant accounting policies. The financial reporting framework
that has been applied in thelr preparation Is epplicable law and United Kingdom Accounting Standards, including
FRS 102 The Financlal Reporting Standard appiicable in the UK and Republic of ireland (Unlted Kingdom
Generally Accepted Accounting Practice).

In our opinion the financlal statements:
» give a true and fair view of the state of the group's and the parent company's affairs as at 31 Dacember
2018 and of the group's profit for the year then ended;
* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

* have been prepared in accordance with the requirements of the Companies Act 2008.

Basle for opinion

We conducted our audit in accordance with intemational Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the group in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC's Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concem
We have nothing to report In respect of the following matters In relation to which the ISAs (UK) require us to
report to you where:
¢ the directors' uss of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
» the directors have not disclosad in the financial statsments any identified material uncertainties that may
cast significant doubt about the group's or the parent company’s ability to continue to adopt the going
concemn basis of accounting for a period of at least tweive months from the date when the financial
statements are authorised for issue.

Other Information

The directors are responsible for the othar information. The other information comprises the information included
in the annual report, other than the financial statsments and our auditor's report 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 ls 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
misstatament in the financlal 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.
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GAEL FORCE GROUP HOLDINGS LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF GAEL FORCE GROUP HOLDINGS LIMITED

Opinlons on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit
¢ the information given in the strategic report and the directors' report for the financial year for which the
financlal statements are prepared is conalstent with the financial statements; and
» the strategic report and the directors' report have bssn 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 group and the parent company and its environment
obtained in the course of the audit, we have not identified material migstatements in the strategic report and the
directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2008
requires us to report to you if, in our opinion:

» adequate accounting records have not been kept by the parent company, or returns adequate for our audit
have not been recsived from branches not visited by us; or

» the parent company financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors' remuneration specifiad by law are not made; or

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

Responslblilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for bsing satisfied that they give a true and fair view, and for such
internal control as the dirsctors determine is nacessary to enable the preparation of financial stetements thet are
free from material misstatement, whether due to fraud or error.

in preparing the financial stataments, the directors are responsible for asseasing the group's and the parent
company'’s abllity to continue as a going concem, disclosing, as applicable, matters related to going concem and
using the going concern basls of accounting unless the directors sither Intend to liquidats the group or the parent
company or to cease operations, or have no realistic alternative but to do so.

Audlitor's responsibliities for the audit of the financial statemente

Our objectives are to obtain reasonable assurance about whether the financlal statements as a whole are free
from material misstatement, whether due to fraud or emor, 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 detsct a material misstatement when it exists. Misatatements can arise
from fraud or error and are considered material if, individually or In the aggregate, they couki reasonably be
expected to Influence the economic decisions of users taken on the basis of these financial atatements.




GAEL FORCE GROUP HOLDINGS LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF GAEL FORCE GROUP HOLDINGS LIMITED

Auditor's responsibliitiea for the audit of the financlal statements (continued)
As part of an audit In accordance with ISAs (UK), we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
ermor, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficlent and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may Involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of intamal control relevant to the audit in order to design audit procedures that are
appropriate in the clrcumstances, but not for the purpose of expressing an opinion on the effectiveness of
the group's Intermnal control,

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

Conclude on the appropriateness of the directors' use of the going concem basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the group’s or the parent company’s abllity to continue as a going concem. if
we conclude that @ material uncertainty exists, we are required to draw attention in our auditor's report to the
related disclosures in the financial statements or, if such disclosuras are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtalned up to the date of our auditor's report. However,
future svente or conditions may cause the group or the parent company to cease to continue as a going
concem.

Evaluate the overall presentation, structure and content of the financlal statements, including the
disclosures, and whether the financiel statements represent the underlying transactions and events In a
manner that achieves fair presentation.

Obtain sufficlent appropriate audit evidence regarding the financlal information of the entities or business
activities within the group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely responsible
for our audit opinlon.

We communicate with those charged with govarnance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

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 2008. Our audit work has been undertaksn 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 opinlons we have formed.

SJ\SL&« (,‘ ' wl LLp

David McBaln (Senlor Statutory Auditor) 30 [‘1 l 19
for and on behalf of Johnston CarmichaslLLP = ..

Chartored Accountants

Statutory Auditor Clava House
Cradiehall Business Park
INVERNESS
Iv2 SGH
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GAEL FORCE GROUP HOLDINGS LIMITED

GROUP STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017
Notes £ £
Tumover 3 27,273,845 24,161,720
Cost of sales (19,941,480) (17,487,620)
Gross profit 7,332,465 6,694,200
Distribution costs (9,639) (8,319)
Administrative expenses (6,186,783) (4,696,888)
Other operating income 80,468 12,700
Operating profit 4 1,228,631 2,000,685
Interest receivable and similar income 8 66,588 39,628
Interest payable and similar expenses 9 (88,438) (79,552)
Amounts written off investments 10 (101,185) 44 272
Profit before taxation 1,103,488 2,004,933
Tax on profit 1 {2886,081) (391,178)
Profit for the financlal year 20 " 817,405 1,613,755
Other comprehensive Income
Tax relating to other comprehsnsive income - 17,101
Total comprehensive income for the year 817,405 1,830,856
Profit for the financlal year is attributable to:
- Owners of the parent company 779,870 1,697,670
- Non-controlling interests 37,535 16,086
817,405 1,613,755
Total comprehensive income for the year is
attributable to:
- Owners of the parent company 776,870 1,614,771
- Non-controlling interests 37,638 16,085

817,405

1,630,858

The Group Statement of Comprehensive Income has been prepared on the basis that all operations are

continuing operations.
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GAEL FORCE GROUP HOLDINGS LIMITED

GROUP BALANCE SHEET
AS AT 31 DECEMBER 2018
2018 2017
Notea £ £ £ £

Fixed assets

Other intangible assets 13 401,687 417,045
Total intangible assets 2,362,812 417,045
Tanglble assats 14 6,118,982 5,368,452
Investment properties 16 253,484 -
Investments 186 328,798 429,091

9,084,004 6,245,488

Current assets

Stocks 19 3,376,188 2,591,698

Debtors falling due after more than one

year 20 1,755,000 1,682,845

Debtors falling dus within one year 20 5,478,447 3,887,887

Cash at bank and in hand 1,450,188 1,247,573

12,059,813 9,520,004

Creditors: amounts falling due within
.one year 21 (8,317,212 (5,958,859)

Net current assets 3,742,601 3,661,145
Total assets less current llabilities 12,808,885 9,806,633
Creditors: amounts falling due after

more than one year 22 (3,558,704) (2,381,722)
Provisions for liabilities 25 (280,841) (176,918)
Net assets 8,967,150 7,267,985
Capltal and reserves

Called up share capital 28 1 1
Revaluation resarve 20 1,350,245 1,350,245
Other reserves 20 137,483 137,483
Profit and loss reserves 29 8,189,073 5,624,207
Equity attributable to owners of the

parent company 7,676,782 7,111,918
Non-controlling Interests 1,290,388 156,070

8,967,160 7,287,985

-10-
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AS AT 31 DECEMBER 2018

GAEL FORCE GROUP HOLDINGS LIMITED

GROUP BALANCE SHEET (CONTINUED)

The financial statements were approved by the board of directors and authorised for issue on 2}17./[7
and are signed on Its behalf by: ,

T R H Philips FCA -
ector

-141-
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GAEL FORCE GROUP HOLDINGS LIMITED

COMPANY BALANCE SHEET
AS AT 31 DECEMBER 2018

Fixed assets
Investments

Current aseete

Debtors falling due after more than one
year

Debtors falling due within one year

Creditors: amounts falling due within
one year

Net current liabllities

Total assets less current llabllities
Capital and reserves

Called up share capltal

Profit and loss reserves

Total equity

Notes

18

21

2,015,664

1,765,000
295,811

2,050,811
(2,307,188)
(256,257)

1,769,207

1
1,759,288

1,759,297

2017

1,113,267
1,113,257
(1,163,267)

2,015,554

(40,000)

1,875,554

1
1,975,553

1,875,554

As permitted by 8408 Companies Act 2008, the company has not presented Its own profit and loss account and
related notes. The company’s loss for the year was £1,253 (2017 - profit of £2,015,553 including group dividends

received of £2,015,5653).

The financial statements were approved by the board of directors and authorised for issue on Q..?’/?/’?

and are signed on its bshalf by:

a4y

1iR H Phillips FCA
:Olrector

Company Reglstration No. SC522705




GAEL FORCE GROUP HOLDINGS LIMITED

GROUP STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Share Revaluation Other Profitand Total Non- Total
capital resefve ressives loss controlling controlling
reserves interest Interest
Notes £ £ £ £ £ £ £
Balance at 1 January 2017 1 1,333,144 137,463 4,066,537 5,537,145 139,994 5,677,139
Year ended 31 December 2017:
Profit for the year - - - 1,597,870 1,597,870 16,085 1,613,755
Other comprehensive income: -
Tax relating to ather comprehensive income - 17,101 - - 17,101 - 17,101
Total comprehensive incoms for the year - 17,101 - 1597670 1,614,771 16,085 1,630,856
Dividends 12 - - - (40,000) {40,000) - (40,000)
Balance at 31 December 2017 1 1,350,245 137,463 5624207 7,111,916 156,079 7,267,995
Year ended 31 December 2018:
Profit and total comprehensive income for the year - - - 779,870 779,870 37,535 817,405
Dividends 12 - - - (215,004) (215,004) - (215,004)
Acquisition of non-controlling interests - - - - - 1,252,833 1,252,833
Disposal of non-controlling interests - - - - - (156,079) (156,079)

Balance at 31 Decomber 2018 . 1 1,350,245 137,463 6,189,073 7,676,782 1,280,388 8,967,150

-13-
¥
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GAEL FORCE GROUP HOLDINGS LIMITED

COMPANY STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018

Period ended 31 December 2017:

Profit and total comprehensive income for the year
Dividends

Balance at 31 December 2017

Year ended 31 Decembeor 2018:

Loss and total comprehensive expenditure for the year

Dividends

Balance at 31 Dscember 2018

12

Share
caplital

Profit and Total
loas
reserves

2,015,553 -
(40,000) -

| RN

1,976,563 1,976,554

(1,253) (1.253)
(215,004) (215,004)

1,750,206 1,769,207

-14-
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GAEL FORCE GROUP HOLDINGS LIMITED

GROUP STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2018

2018
Notes. £ £

Cash flows from operating activities

Cash generated from operations 35 1,408,457
Interest pald (88,438)
income taxes pald (198,042)

Net cash Inflow from operating activities 1,119,977

Investing activitiss

Purchase of business (503,749)
Purchase of intangible assets , (108,765)
Purchase of tangible fixed assets (72,487)

Proceeds on disposal of tangible fixed

assets 234,748
Purchase of shares In subsidiary from non-

controlling Interest ' (166,079)
interest received 49,638
Dividends received 17,050

Net cash used In investing activities ' (638,724)

Financing activities

Proceeds from borrowings 304,227

Proceeds of new bank loans -

Repayment of bank loans (387,802)
Payment of finance leases obligations (159,968)
Dividends paid to equity shareholdere (189,504)

Net cash (used In)/generated from
financing activities (443,047)

Net Increase Iin cash and cash squivalents 137,208
Cash and cash equivalents at beginning of year 1,247,573
Cash and cash equivalents at end of year 1,384,779
Relating to: '
Cash &t bank and in hand 1,450,198

Bank overdrafts Included in creditore
payable within one year (85,419)

2017

£ £

2,842,110

(79.652)

(170,468)

2,502,080
(444,181)
(634,845)
177,370
22,549
16,978

(881,808)
2,000,000
(610,679)
(81,483)
(40,000)

1,267,858

2,998,040

(1,760,467)

1,247,573

1,247,673

-18-



GAEL FORCE GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

11

Accounting policies

Company Information

Gael Force Group Holdings Limited (“the company®) is a private limited company domiciled and
incorporated in Scotland. The registered office is 138 Anderson Street, INVERNESS, V3 8DH.

The group consists of Gael Force Group Holdings Limited and all of its subsidiaries.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of lreland® (*FRS 102") and the requirements of the
Companies Act 2006.

The financial statements are prepared in sterling, which is the functional cummency of the company.
Monetary amounts In these financlal statements are rounded to the nearest £.

The financlal statements have been prepared under the historical cost convention, modified to include the
revaluation of freehold properties and certain financlal instruments at fair value. The principal accounting
policies adopted are set out below.

The parent company s a qualifying entity for the purposes of FRS 102, baing a member of a group where
the parent of that group prepares publicly avallable consolidated financial statements, including this
company, which are Intended to give a true and fair view of the assets, liabilities, financial position and
profit or loss of the group. The parent company has therefore taken advantage of exemptions from the
following disclosure requirements for parent company Information presented within the consolidated
financial statements:

» Section 4 ‘Statement of Financlal Position' — Reconclliation of the opening and closing number of
shares;

* Section 7 ‘Statement of Cash Flows' — Presentation of a statement of cash flow and related notes
and disclosures;

* Section 33 'Related Party Disclosures’ — Compensation for key management personnel.

Gael Force Group Holdings Limited was incorporated on 16 December 2016 and acquired the entire share
capital of Gael Force Group Limited via share by share exchange on 23 Decembsr 2016. As the use of
merger accounting is not prohibited by company law or other relevant legislation, the ultimate equity
hokiers remain the same, the rights of each equity holder, relative to the cthers, are unchanged and no
non-controlling interest Is altered by transfer, merger accounting provisions have been adopted In relation
to this transaction.

Accordingly, no goodwill, other intanglbles fair value adjustments are recognised on the business
combination.

The difference between the nominal value of the shares Issued and the nominal value of the shares
recelved In exchange is shown as a merger reserve.

- 15--



GAEL FORCE GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1.2

13

14

1.8

Accounting policies (Continued)

The consolidated financial statements incorporate those of Gaal Forcs Group Holdings Limited and all of
its subsidiaries (ie entities that the group controle through its power to govem the financial and operating
policies so as to obtain economic bansfits). Other than In respect of business combinations accounted for
as group reconstructions using the merger method of accounting, subsidlaries acquired during the year are
consolidated using the purchass method. Thair results are Incorporated from the date that control passes.

All financlal statements are made up to 31 December 2018. Where necessary, adjustments are made to
the financial statements of subsidiaries to bring the accounting policies used Into line with those used by
other members of the group.

All intra-group transactions, balances and unreslised gains on transactions between group companies are
eliminated on consolidation. Unreglised losses are also eliminated uniess the transaction provides
eviience of an impairment of the asset transferred.

Golng concern

At the time of approving the financial statements, the directors have a reasonable expectation thet the
group has adequate resources to continue in operational existence for the foreseeable future. Thus the
directors continue to adopt the going concern basis of accounting in preparing the financial statements.

Turnover

Turnover I8 recognised at the fair value of the consideration received or receivable for goods and services
provided in the normal course of business, and is shown net of VAT and other sales related taxes. The fair
valus of consideration takes into account trade discounts, settilement discounts and volume rebates.

Revenue from the sale of goods Is recognised when the significant risks and rewards of ownership of the
goods have passed to the buyer (usually on dispatch of the goods), the amount of revenue can be
measured reliably, it is probable that the economic benefits associated with the transaction will flow to the -
entity and the costs Incurred or to be incurred in respect of the transaction can be measured reliably.

Revenue from contracts for the provision of services Is recognissd by referance to the stage of complstion
when the stage of completion, costs incumed and costs to complete can be estimated reliably. The stage of
complstion is calculated by comparing costs Incurred, mainly in relation to contractual hourly staff rates
and materials, as a proportion of total costs. Where the outcome cannot be estimated reliably, revenus is
recognised only to the extent of the expenses recognised that are recoverable.

Research and development expenditure

Research expenditure i8 written off against profits in the year in which it Is incurred. Identifiable
development expenditure is capitalised to the extent that the technical, commercial and financlal feaslbility
can be demonstrated.

intangible fixed assets - goodwilil

Goodwill repressnts the excess of the cost of acquisition of a business over the fair value of net assets
acquired. it is Initially recognised as an asset at cost and |8 subsequently measured at cost less
accumulated amortisation and accumulated Impairment losses. Goodwill is considered to have a finite
useful life and is amortised on a systematic basis over ite expected life, which is 10 years.

For the purposes of Iimpairment testing, goodwill is allocated to the cash-generating units expected to
benefit from the acquisition. Cash-generating units to which goodwill hes been allocated are tested for
impalment at least annually, or more frequently when thers is an indication that the unit may be impaired.
If the recoverable amount of the cash-generating unit Is less than the carrying amount of the unit, the
impairment loss Is allocated first to reduce the carrying amount of any goodwill aliocated to the unit and
then to the other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit.

-17-
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

186

1.8

Accounting policles . {Continued)

intangible fixed assets other than goodwilll

Intangible assets acquired separately from a business are recognised at cost and are subsequently
measured at cost lass accumulated amortisation and accumulated iImpairment losses.

Intangible assets comprise both development costs and intellectual property rights which are defined as
having finite useful lives and the costs are amortised on a straight line basis over their estimated useful life.
Intangible assets are stated at cost less amortisation and are reviewed for Impairment whenever there is
an Indication that the cartying value may be impaired.

Amortisation is recognised so as to write off the cost of assets less their residual values over thelr useful
lives on the following bases:

Patents & licences Fully amortised
Development costs 20% straight line
Daesign rights ‘ 26% straight line
Tangible fixed assets

Tanghble fixed assets are initlally measured at cost and subsequently measured at cost or valuation, net of
depreciation and any impairment losses,

Depreciation is recognised 80 as to write off the cost or valuation of assets less their residual valuss over
their useful lives on the following bases:

Freehold land and buikdings nil

Marine Vessels 5% straight line

Leasehold improvements '20% reducing balance

Plant and equipment 20-33% stralght line and 26% reducing balance
Fixtures and fittings 13-33% straight line and 25% reducing balance
Computers 20-25% straight line and 25% reducing balance
Motor vehicles 25% straight line

The gain or loss arising on the disposal of an asset is dstermined as the difference between the sale
proceeds and the carrying value of the asset, and is recognised in profit or loss.

Investment properties

Investment property, which is property held to earn rentals and/or for capital appreciation, is Initially
recognised at cost, which Includes the purchase cost and any directly attributable expsnditure.
Subsequently it is measured at fair value at the reporting end date. The surplus or deficit on revaluation is
recognised in profit or loss.

Where fair value cannot be achieved without undus cost or effort, investment property is accounted for as
tangible fixed assets.

-18-
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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1

19

1.10

Accounting policles (Continued)

Fixed asset investments

Equity investmants are measured at fair value through profit or loss, except for those equity investments
that are not publicly traded and whose falr value cannot otherwise be measured rellably, which are
recognised at cost less impairment until a reliable measure of fair value becomes avallable.

In the parent company financlal statements, investments in subsidiaries, associates and jointly controlled
entities are initially measured at cost and subsequently measured at cost less any accumulated Impalmment
losses. In the event of an acquisition of a subsidiary via share by share exchange and falling within the
merger rellef provisions of the Companies Act, cost is the nominal value of shares |ssued in exchangs for
shares racsived.

A subsidiary is an entity controlled by the group. Control is the power to govem the financial and operating
policies of the entity 8o as to obtain benefits from its activities.

Impairment of fixed assets

At each reporting period end date, the group reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that thoge assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the Impairment loss (if any).

" Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for

1.1

1.12

Impalrment annually, and whenever there is an indication that the aaset may be impaired.

8tocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost
comprises direct materials and, where applicable, direct labour costs and those overheads that have besn
incurred In bringing the stocks to their present location and condition,

Cost Is calculated Is calculated using the weighted average cost method.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of
stocks over its estimated selling price less costs to complete and sell is recognised as an impaiment loss
in profit or loss. Reversals of Impairment losses are also recognised in profit or loss.

Construction contracts

Where the outcome of a construction contract can be estimated rellably, revenue and costs are recognised
by reference to the stage of completion of the contract activity at the reporting end date. Varlations in
contract work, daims and incentive payments are included to the extent that the amount can be measured
rellably and its receipt is considered probable.

When it is probable that total contract costs will exceed fotal contract tumover, the expected loss Is
recognised as an expense immediately.

Where the outcome of a construction contract cannot be estimatsd rellably, contract revenue is recognised
to the extent of contract costs incurred where it is probable that they will be recoverable. Contract costs are
recognised as expenses In the period in which they are Incurred. When costs Incurmed In securing a
contract are recognised as an expense in the period in which they are incurred, they are not included In
contract costs If the contract is obtained in a subsequent period.
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113

1.14

Accounting policles (Continued)

The “percentage of completion method” is usad to dstermine the appropriate amount to recognise in a
given period. The stage of completion is measured by the proportion of contract costs incurred for work
performed to date compared to the estimated total contract coste. Costs Incumred In the year in connection
with future activity on a contract are excluded from contract costs in determining the stags of completion.
These costs are presented as stocks, prepayments or other assets depending on their nature, and
provided It Is probable they will bs recovered.

Cash at bank and In hand

Cash at bank and In hand are basic financial asssts and include cash in hend, deposits hald at call with
banks, other short-term liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

Financlal Instruments

The group has elected to apply the provisions of Section 11 'Basic Financial Instruments’ and Section 12
'Other Financial Instruments Issues’ of FRS 102 to all of its financlal instruments.

Financial instruments are recognised in the group's balance sheet when the group becomes party to the
contractual provisions of the instrument.

Financial assets and liabilities are offset and the net amounts presented in the financial statements when
there Is a lagally enforceable right to set off the recognisad amounts and there is an intention to settle on
net basis or to realise the assst and settie the liability simultanesously.

Basjc financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at
transaction price including transaction costs and are subasquently carried at amortised cost using the
effective interast method. Financial assats classified as receivable within one year are not emortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, assoclates
or joint ventures, are initially measured at fair value, which Is nomally the transaction price. Such assets
are subsequently carried at fair value and the changes in fair value are recognised in profit or logs, except
that investments In equity Instruments that are not publicly traded and whose fair values cannot be
measured reliably are measured at cost less Impairment.

Impalrment of financlal assets

Financlal assets, other than those held at fair value through profit and loss, are assessad for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the Initial recognition of the financlal asset, the estimated future cash flows have been
gffected. 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.

Derecognition of financial assets

Financlal aasats are derecognised only when the contractua! rights to the cash flows from the asset expire
or are settled, or when the group transfers the financial asset and substantially all the risks and rewards of
ownership to ancther entity.
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116

Accounting policies (Continued)

Classification of financlial liabliities

Financial liabliities and equity instruments are classified according to the substance of the contractual
amangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the group aftsr deducting all of its liabilities.

Baslc financial liabllities, Including creditors, bank loans and loans from fellow group companies, are
initially recognised at transaction price uniess the arrangement constitutes a financing transaction, where
the debt Instrument is measured at the present value of the future payments discounted at & market rate of
interest. Financial liabilities classified as payable within one year are not amortised.

Debt instruments are subssquently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or sarvices that have been acquired in the ordinary course
of business from suppliers. Amounts payable are classified as currant liabllities if payment s due within
one year or less. If not, they are presented as non-curment liabilities. Trade creditors are recognised Initially
at transaction price and subssquantly measured at amortised cost using the effective interest method.

Derecognition of financial llabliities

Financial liabllities are derecognised when the group's contractual obligations expire or are discharged or
cancelled.

Equity instruments

Equity instruments Issued by the group are recorded at the proceeds received, net of transaction costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the
discretion of the group.

Taxation
The tax expense represents the sum of the tax curmentiy 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 profit or loss because it excludes itams of income or expense that are taxable or deductible
in other years and it further excludes items that are never taxable or deductible. The group's liability for
current tax is calculated using tax rates that have been enacted or substantively anacted by the reporting
end date.

Deferred tax

Deferred tax lisbilities are genenally recognised for all timing diffsrences and deferred tax assets are
recognised to the extent that it is probable that they wiil be recovered againet the raversal of deferred tax
liabliities or other future texable profits. Such asssts and liabilities are not recognisad if the timing
difference arises from goodwill or from the initial recognition of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered. Defarred tax Is calculated at the tax rates that are expected to apply in the period
when the liabliity is settied or the asset Is reallsed. Deferred tax is charged or credited in the profit or loss,
except when it relates to items charged or credited directly to equity, in which case the deferred tax is also
dealt with in equity. Deferred tax assets and liabilities are offset If, and only I, there Is a legally enforceable
right to offset current tax assets and liabllittes and the deferred tax assets and llabliities relate to taxes
levied by the same tax authority.
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1  Accounting policles {Continued)

1.17 Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expenss, uniess those costs
are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitiement is recognised in the period In which the employee’s services
are received.

Termination benefits are recognised Immediately as an expense when the company Is demonstrably
committed to terminate the employment of an employee or to provide termination bsnefits.

1.18 Retirement benefits
Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.

1.18 Loases

Leases are classified as finance leases whenever the temas of the [ease transfer substantially all the risks
and rewards of ownership to the iessees. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets at the lower of the assets fair value at the date
of inception and the present value of the minimum |ease payments. The related liability is included in the
balance shest es a finance lease obligation. Lease payments are treated as consisting of capital and
interest elements. The Interest Is charged to the profit or loss 8o as to produce a constant perlodic rate of
interest on the remaining balance of the liability.

Rentals payable under operating leases, including any leage Incentives recelved, are charged to income
on a straight line basis over the term of the relevant lease except where ancther more systematic bas!s is
more representative of the time pattem in which economic benefits from the lease asset are consumed.

Rental Income from operating leases is recognised on a straight line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an opereting lease are added to the camying
amount of the leased asset and recognised on a straight line basis over the lease term.

1.20 Government grants

Govemment grante are recognised at the fair value of the asset received or recelvable when there is
reasonable assurance that the grant conditions will be met and the grants will be received.

A grant that specifies parformance conditions Is recognised in Income when the performance conditions
are met. Where a grant does not specify performance conditions it Is recognised In income when the
proceeds are received or receivable. A grant received before the recognition criteria are satisfied is
recognieed as a liability.

Govemment grants relating to assets are treated as deferred income and released to profit or loss over the
aexpected useful lives of the asasets concerned.

1.21 Forelgn exchange
Transactions In cumencies other than pounds sterling are recorded at the rates of exchange prevailing at
the dates of the transactions. At each reporting end date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the reporting end date. Gains
and loagses arising on translation are included in the profit or loss for the period.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

2 Judgements and key sources of estimation uncertainty

Iin the application of the group's accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and llabilities that are not readily apparent
from other sources. The estimates and assocleted assumptions are based on historical experience and
othear factors that are congidered to be relsvant. Actual results may differ from thesa estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision effects only that
period, or in the period of the revision and future psriods where the revision affects both current and future
periods.

Key sources of estimation uncertainty

The estimates and assumptions which have a significant risk of causing a material adjustment to the
carrying amount of asssts and liabilitiss are as follows.

Construction contracts

The group undertakes construction contracts which takes place over a pericd of time and revenue and
profits are recognised as the group performs under these contracts. The extent to which revenue and
profits have been earned involves estimating a percentage of completion under ongoing contracts which Is
based on costs incurred to dats as a proportion of total estimated costs.

Tangible fixed assets

Freehold land and bulldings are inciuded on the balance sheet at fair value. Calculation of this fair value
requires estimation taking into account the condition of the property and the current proparty market. The
directors utilise experienced third party professional valuers in arriving at these valuations.

Intangible assets

The group has intangible assets of which the carrying value involves assumptions regarding the period
over which economic bsnefits are expected to be generated.

Stock provision

In common with all businesses carrying trading stock, the group faces the possibllity that stock held will not
recover its carrying value at point of sale. The directors calculate a apecific provision to allow for this based
on the time that items have been held in stock. As with any estimate, this is subject to events proving
otherwise where tested, but the directors do not consider that this amounts to significant risk.

3 Tumover and other revenue

An analysis of the group's turnover Is as follows:

2018 2017
£ £

Tumover analysed by class of business
Engineering works 8,157,776 8,177,328
Marine equipment 18,536,680 15,601,838
Rental of equipment 578,579 482,552

27,273,845 24,161,720
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FOR THE YEAR ENDED 31 DECEMBER 2018

3 Tumover and other revenue

Other significant revenue
Interest income

Dividends received

Grants received

Other income

Tumover analysed by geographical market
UK
EEA

4 Operating profit

Operating profit for the year is stated after charging/(crediting):

Exchange gains

Ressarch and development costs

Government grants

Depreciation of owned tangible fixed assets

Depreciation of tangible fixed assets held under finance leases
Profit on disposal of tangible fixed assets

Amortisation of Intangible assets

Cost of stocks recognised as an expense

Operating leass charges

(Continued)

2018 2017

£ £

49,538 22,649
17,050 16,979
60,238 11,000
40,250 1,700
2018 2017

£ £
27,027,411 23,448,851
248,534 712,869
27,273.945 24,161,720
2018 2017

£ £
{14,440) (30,340)

(3,631) 4,051
(50,238) (11,000)
579,048 388,083
18,608 31,815
(11,785) (23,082)
249,383 27,118
18,805,536 15,043,623
87,279 79,549

Exchange differences recognised in profit or loss during the year, except for those arising on financial
Instruments measured at fair value through profit or loss, amounted to £14,440 (2017 - £30,340). :

§  Auditor's remuneration
Fess payable to the company's auditor and associates:

For audit services
Audit of the financlal statsments of the group and company

Audtt of the financial statements of the
company’s subsidiariss

2018 2017
£ £

3,800 3,680
82,280 37.440

" 66,080 41,120
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

€ Employees

The average monthly number of persons (Iincluding directors) empioyed by the group and company during

the year was:
Group Company
2018 2017 2018 2017
Number Number Number Number
Shop, yard, warehouse and workshop 126 106 - -
Management, back-office and sales 72 56_ 2
1987 161 2 2
Their aggregate remuneration comprissd:
Group Company
2018 2017 2018 2017
£ £ £ £
Wages and salaries 5,680,653 4,491,504 - -
Social security costs 680,223 445,602 - -

Pension costs 163,118 176,051 - -

6,423,984 5,113,247 - -

4 Directors’ remuneration

2018 2017
£ £
Remuneration for qualifying services . 83,758 79,929
Company pension contributions to defined contribution schemes - 773
83,759 80,702
8 Iinterest receivable and simillar Income
. 2018 2017
£ £
Iinterest iIncome
Interest on bank deposits 1,538 -
Other interest income 48,000 22,649
Total interest revenue 49,5638 22,549
Other Income from investments
Dividends received 17,050 16,979

Total income 66,588 38,528




GAEL FORCE GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

8 interest recelvable and similar Income
Investment income includes the following:

Dividends from financial assets measured at fair value through profit or loss
9  Interest payable and simllar expensss

Interest on bank overdrafis and loans

interest on finance |eases and hire purchase contracts
Other interest on financial liabilities

Other interest

Total finance costs
10 Amounts written off investments

Falr value gains/{losses) on financial Instruments
Change in value of financlal assets held at falr value through profit or loss

11 Taxation

Current tax

UK corporation tax on profits for the current period
Adjustments in respect of prior periods

Total current tax

Deferred tax

Origination and reversal of timing differences
Adjustment in respsct of prior periods

Total deferred tax

Total tax charge

{Continued)

17,050 16,979
2018 2017

£ £
68,676 70,578
21,230 7,818
378 -

153 1,157
88,438 79,562
2018 2017

£ £
(101,185) 44 272
2018 2017

£ £
282,092 383,859
(24,884) 19,882
257,228 403,841
11,022 765
17,831 (13,528)
28,853 (12,763)
288,081 301,178




.
“a

4.

GAEL FORCE GROUP HOLDINGS LIMITED
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1

12

Taxation

(Continued)

The actual charge for the year can be reconciled to the expected charge based on the profit or loss and

the standard rate of tax as follows:

2018 2017
£ £
Profit before taxation 1,103,488 2,004,933
Expected tax charge based on the standard rate of corporation tax In the UK
of 19.00% (2017: 198.25%) 209,682 385,850
Tax effect of expenses that are not deductible in determining taxable profit 67,6683 7.348
Tax effect of incoma not taxable in determining taxable profit - (8.521)
Adjustments in respect of prior years (31,888) 15,707
Share based payment charge , - (2,.260)
Deferred tax adjustments in respect of prior years 17,831 (13,628)
Deferred tax not recognised 25,383 (18,150)
Fixed asset difference 2,054 29,9688
Chargeable gain 513 (3,268)
Adjust closing defarred tax rate to average rate (6,229) (2,088)
301,178

Taxation charge 288,081

In addition to the amount charged fo the profit and loss account, the following amounts relating to tax have

been recognised direclly in other comprehensive income:

2018
£
Deferrad tex arising on:
Revaluation of property -
Dividends
2018
£

Final pald 215,004

2017
£

(17.101)

2017

40,000
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13 intanglblo fixed assets

Group Goodwfll  Pstents & Development Design rights Total
liconces coste

£ £ £ £ £
Cost ‘
At 1 January 2018 60,477 55,087 837,680 15,000 768,254
Addltions - internally developed - - 75,468 - 75,469
Additions - separately acquired 2,119,681 - - - 2,119,881
At 31 December 2018 2,180,158 55,087 713,159 15,000 2,963,404
Amortisation and Impairment
At 1 January 2018 80,477 66,087 234,707 938 351,208
Amortisation charged for the year 158,556 - 87,077 3,750 249,383
At 31 December 2018 219,033 55,087 321,784 4,688 600,582
Carrying amount
At 31 December 2018 1,681,126 - 381,375 10,312 2,362,812

At 31 December 2017 2 - 402,983 14,082 417,045

The company had no intangible fixed assets at 31 December 2018 or 31 Decembaer 2017.
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14 Tangibie fixed assets

Group Freshold landMarine Vessels Leasshold Plantand Fixtwesand Computers Motor Total
and bulldings improvemonts  equipment fittings vehicles

£ £ £ £ £ £ £ £
Cost or valuation
At 1 January 2018 3.265,286 811,255 35,278 3,122,397 118,014 146,170 383,184 7,881,584
Additions 75,208 - 13.269 1,207,439 38,518 37,317 169,409 1,541,160
Disposals - - - (248,695) - (5,532) (252,227)
At 31 December 2018 3,340,494 ) 811,255 B 48,547 4,083,141 156,532 898.\. 547,061 9,170,517
Depreciation and impairment
At 1 January 2018 - 57,464 7,537 2,035,783 54,791 77,899 249,678 2,483,132
Depreciation charged in the year 583 42,573 1,330 402,986 45,447 34,544 70,184 597,657
Eliminated in respect of disposals - - - (26,843) - (2421) (29,264)
At 31 December 2018 583 100,037 8,867 2,411,916 100,238 112,443 317,441 3,051,525
Carrying amount .
At 31 December 2018 3,339,911 711,218 39,680 1,671,225 56,294 71,044 229,620 6,118,992
At 31 December 2017 3265286 753791 ~ 27741 1086634 63223 68271 133508 5,398,452

3 ——— g
= ee——— -

The company had no tangible fixed assets at 31 December 2018 or 31 December 2017.
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14 Tangible fixed assste

16

(Continued)

The net carrying value of tanglble fixed assets Includes the following in respect of assets held under

finance Ieases or hire purchase contracts.

Group Company.

2018 2017 2018 2017
£ £ £ £
Plant and equipment 18,750 177,393 - -
Motor vehicles 152,402 40,588 - -
Computers 20,462 10,131 - -
200814 228,110 ) .

Depreclation charge for the year in respsct of
leased assets 18,609 31,815 - -

f—— _—

The falr value of the land and buildings has been arrived at on the basis of a valuation made on an on-
going market basis carried out by Graham Sibbald Chartered Surveyors, who are not connected with the

group.

If revalued assets were stated on an historical cost basls rather than a fair value basls, the total amounts

included would have been as follows:

Group Company
2018 2017 2018 2017
£ £ £ £
Cost 1,862,832 1,882,632 - -
Accumulated depreciation ' - - - -
Carrying value 1,862,632 1,862,632 - -
Investment property
Group Company
2018 2018
£ £
Falr value
At 1 January 2018 - -
Additions through extemnal acquisition 253,494 -
At 31 Decembar 2018

263,494 -

The fair value of the Investment property is reassessed by the directors at each reporting date and is

considered to remain representative of the fair value as at 31 December 2018.

The fair value of the investment properties Is equal to the historic cost.
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18 Fixed asset iInvestments

Investmants in subsidiaries
Listed investments

Listed Investments Included above:
Listed investments carrying amount

Notes

17

Movements In fixed asset Investments

Cost

At 1 January 2018
Valuation changes

At 31 December 2018

Carrying amount
At 31 Dacamber 2018

At 31 December 2017

Movements in fixed asset investments

Company

Cost

At 1 January 2018 and 31 December 2018

Carrying amount
At 31 December 2018

At 31 December 2017

Group
2018
£

328,796

Company
2017 2018
£ £

. 2,015,554

429,991 -

2017
£

2,015,554

328,798

328,766

420,991

2,015,554

2,015,554

428,991 -

investments
other than
loans

429,891
(101,185)

328,788

328,788

429,901

group
undertakinge
£

2,015,564

2,015,554

2,015,664
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17 Subeldiaries

Details of the company's subsidiaries at 31 December 2018 are as follows:

% Held

shares held Direct Indirect

100.00

100.00

Name of undertaking Registered Nature of business Class of
office
Gael Force Aquahomes  Scotland Dormant Ordinary
Limited
Geael Force Engineering  Scotland Marine, Marina and Distillery Ordinary
Limited Enginesring
Gael Force Group Limited Scotland Holding company Ordinary
Gael Force Marine Scotiand Manufacture and supply of  Ordinary
Equipment Limited marine equipment
Gael Force Marine Scotland Manufacture and sale of Ordinary
Technology Limited Marine Equipment
Gael Force Propsrties end Scotland Property rental and Ordinary
Investments Limied investment :
Gas! Force Rentals Limited Scotland Rental of Marine Equipment Ordinary
Gael Force Fuslon Limited Scotland Marine, Marina and Dlstillery Ordinary
' Engineering
Geel Force Boatbullding  Scotiand Repalrs to Marine Equipment Ordinary
Limited
18 Financlal Instruments
Group Company
2018 2017 2018
£ g £
Carrying amount of financial assets
Debt instruments measured at amortised cost 8,357,623 6,835,150 n/a
Equity instruments measured at cost less
impairment 328,798 429,991 n/a
Carrying amount of financlal llabilities
Measured at amortised cost n/a

19

100.00
100.00

100.00
100.00

100.00
75.00
75.00

2017
£

n/a

n/a

n/a

10,110,300 6,800,641

——

As permitted by the reduced disclosure framework within FRS 102, the company has taken advantags of
the exemption from disclosing the carrying amount of certain classes of financial instruments, denoted by

'n/a' above.

Stocks

Raw materiale and consumables
Work In progress
Finished goods and goods for resale

Group Company
2018 2017 2018 2017
£ £ £ £
468,373 416,763 - -
272,491 176,762 - -
2,637,304 1,899,174 - -

3,376,168 2,591,608
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20 Debtors
Group Company

2018 2017 2018 2017
Amounts falling due within one year: £ £ £ £
Trade debtors 4,244,688 3,204,461 - -
Unpald share capital 1 1 - -
Amounts owed by group undertakings - - 204 923,753
Other debtors 953,008 704,879 285,617 189,504
Prepayments and accrued Income 280,850 78,746 - -
65,478,447 3,987,887 295,911 1.113.267

Amounts falling due after more than one yeer:
Amount owed by related parties 1,765,000 1,602,845 1,755,000 -
Total debtors 7,233,447 5,680,732 2,060,911 1,113,267

21 Creditors: amounts falling due within one year

Group Company

2018 2017 2018 2017
Notes £ £ £ £
Bank loans and overdrafts 23 383,002 313,147 - -
Obligations under finance leases 24 344,887 72,627 - -
Other borrowings 23 139,003 - - -
Trade creditors 2,743,432 2,428,171 - -
Amounts owed to group undertakings - - 2,281,688 1,113,257
Corporation tax payable 637,416 449,235 - -
Other taxation and social security 830,682 788,083 - -
Deferred income 28 37,882 62,824 - -
Dividends payable 25,500 - 25,500 -
Other creditors 2,483,871 1,460,726 - 40,000
Accruals and deferred income 681,347 383,946 - -
1,153,257

8,317,212

5,858,859

2,307,168
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22 Creditors: amounts falling due after more than one year

24

Notos

Bank loans and overdrafts 23
Obligations undsr finance leases 24
Deferred Income 26
Other creditors

Loans and overdrafis

Bank loans
Bank overdrafis
Other loans

Payable within one year
Payable after one year

Group
2018 2017 2018 2017
£ £ £ £
1,800,352 2,117,036 - -
653,573 124,088 - .
250,838 119,608 - -
845,143 - - -
3558704 2,381,722 - .
F————— smm—— = =
Group Compiny
2018 2017 2018 2017
£ £ £ £
2,117,935 2,431,082 - -
85418 - - -
139|°93 - - -
2,322,447 2,431,082 - .
522.095 31 3|147 - -

1,800,352

2,117,935

-

The bank ioans and overdraft are secured by a bond and fioating charge over the assets of the group and
by a standard security over the quay and the industrial premises at Inverness, property at Island Road,

Stornoway and the warehouse, offices and land at Anderson Street, Inverness.

Bank loans Include a bank loan repayable in 120 monthly Iinstaiments with interest payable at base rate
plus 2.84% per annum. There is a further loan repayable in 20 quarterly instalments with interest payable

at LIBOR plus an interest margin of 2.25%.

Finance lease obligations

Future minimum lease payments due under
finance leasss:

Within one year

In two to five years

Group Company
2018 2017 2018 2017
£ £ £ £
344,887 72,627 - .
663,673 124,089 - -
908,480 - -

168,716
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24 Finance lsase obligations

(Continued)

Finance lease payments represent rentals payable by the company or group for certain items of plant and
machinery. Leases include purchase options at the end of the lease period, and no restrictions are placed
on the use of the assets. The average lease term is 3 years. All leases are on a fixed repayment basis and

no arangements have been entered into for contingent rental payments.

28 Deferred taxation

The following are the major deferred tax fiabllities and assets recognised by the group and company, and

movements thereon:
Liabllities Liabllitles
2018 2017
Group £ £
Accelerated capital allowances 186,661 81,626
Investment property 96,280 95,280
280,841 176,916
The company has no deferred tax assets or liabliities.
Group Company
2018 2018
Movements In the year: £ £
Liabllity at 1 January 2018 176,918 -
Charge to profit or loss 28,853 -
Liability acquired on acquisition of subsidiary 61,445
Other 13,827 -
Liabllity at 31 December 2018 280,841 -




LU
~

ez
>
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2018

Deferred income
Group Company
2018 2017 2018 2017
£ £ £ £
Ariging from government grants 281,638 182,622 = -
Other deferrsd income . 15,882 - : -
297,518 182,622 - -
Deferred income is included in the financial statements as follows:
Current liabllities 37,882 62,924 - -
Non-current liabilities 258,838 110,698 - -
297,518 182,822 - -
Retirement benefit schemes
2018 2017
Defined contribution schemes £ £
Charge to profit or loss In respect of defined contribution schemes 163,118 176,061

A defined contribution pension scheme is operated for all qualifying employees. The asssts of the scheme
are held separately from those of the group in an independently administered fund.

Share capital
Group and company
2018 2017
Ordinary share capital £ £
isaued and fully pald
1 Ordinary share of £1 each ~ 1 1

s

The company has ons class of ordinary share which carries full voting rights but no right to fixed Income or
repayment of capital. Distributions are at the discretion of the company.

Reserves

Revaluation reserve

The revaluation reserve represents increases in the valuation of land and buildings over the original cost
price, net of deferred tax.

Profit and loss reserves
Retained eamings represent accumulated profits less losses and distributions.
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30 Acquisitions

On 11 April 2018 the group acquired 76 percent of the issued capital of Gael Foree Fusion Limited

(previously Fusion Marine Limited).
Book Value Adjustments Falr Value
£ £
Property, plant and equipment 345,689 345,680
Investment propsrty 253,494 253,484
Inventories 449,589 449,689
Trade and other receivables 785,882 785,882
Cash and cash equivalents ' 4,443,444 4,443 444
Trade and other payables (1,302,086) (1,302,088)
Tax ligbilities (123,795) {123,785)
Deferred tax (61,445) (61,445)
Total identifiable net assets 4.790.772 4.790.772
Non-controlling interests ' (1,197.568)
Goodwill 2,082,087
Total consideration 5.675.27i
The consideration was satisfied by: g
Ceash 4,834,333
Deferred consideration 840,838
5,875,271
Contribution by the acquired busineas for the reporting period included in £
the congolidated statement of comprehensive Income since acquisition:
Tumover 3,876,568
Profit after tax

208,837

The goodwill on the acquisition of the business is attributable to the anticipated profitability going forward.
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30

3

Acqulsitions

{Continued)

On 22 October 2018 the group acquired 75 percent of the issued capital of Gael Force Boatbullding

Uimited (previously Corpach Boatbuilding Company Limited).

Book Value Adjustments  Falr Value
£ £ £

Property, plant and equipment 161,282 - 161,292
invantories 42,478 - 42,476
Trade and other receivables 168,529 - 168,528
Cash and cash equivalents 58,268 - 58,258
Trade and other payables (203,289) - (203,289)
Tax liablliies (5.200_) - (5.200)
Total identifiable net assets 222,086 - 222,088
Non-controlling interests (55,288)
Goodwill 4318
Total consideration 1:I1 ,1:15
The conslderation was satisfled by: i
Cash 171,118
Contribution by the acquired business for the reporting period included in £
the consolidated statement of comprehensive income since acquisition;
Turnover 144,470
Loss after tax

Operating lease commitments

Lesgses

At the reporting end date the group had outstanding commitments for future minimum lease payments

under non-cancellable operating leases, which fall due as follows:

Group
2018 2017
£ £
Within one year 148,819 95,787
Between two and five years 395,705 270,723
In over five years 58,492 62,117

803,016 418,807

Company
2018

2017
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32 Capltal commitments

Amounts contracted for but not provided in the financlal statements:

Group
2018 2017
£ £

Acquisition of tangible fixed assets 183,210 " 40,000

33 Related party transactions

Remuneration of key management personne!
The remuneration of key management psrsonnel is as follows.

Aggregate compsensation

Transactions with rolated parties

The following amounts were outstanding at the reporting end date:
Amounts due to related parties

Group

Entittes over which the group has control, Joint control or significant
influence

Company
Entities over which the company has control, joint control or significant
influence

The following amounts were outstanding at the reporting end date:
Amounts due from related partles

Entities over which the group has control, joint control or eignificant
" influence

Company
Other related parties

1,826,060

Company
2018 2017
£ £
2018 2017
£ £
880,647 278,146
2018 2017
£ £
- 40,000
- 40,000
2018 2017
Balance Balance
£ £
1,826,050 1,670,285
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33 Related party transactions (Continued)

Amounts owed from related parties are included within debtors at the year end. Amounts are repayable in
40 quarterly Instaiments of £11,250 with Interest payable at 0.25% above base rate per annum. There is a
final balancing payment due In 2028, subject to any agreed refinancing arrangements prior to this.

The company has taken advantags of section 33.1A available in FRS 102 from the requirement to disclose
related party transactions.

34 Directors' transactions

Dividends totalling £215,004 (2017 - £40,000) were paki In the year In respact of shares held by the
company's directors.

Advances to directors in the year are interest free and have no fixed terms of repayment.

Advances or credits have been granted by the group to Its directors as follows:

Description % Opsning Amounts Amounts Closing
Rate balance advanced repald balance

€ £ £ £

S Graham - advance - 189,504 251,359 (189,504) 251,359

189,504 251,350  (189,604) 251,359

38§ Cash generated from group operations

2018 2017
£ £

Profit for the year after tax 817,405 1,813,755
Adjustments for:
Taxation charged 288,081 391,178
Finance costs 88,438 79,552
Investment income (68,588) (39,528)
Gain on disposal of tangible fixed asssts (11,785) (23,082)
Amortisation and impairment of intangible assets 249,383 27,116
Dsapraciation and impalment of tangibla fixsd assets 697,667 419,878
Amounts written off investments 101,185 (44,272)
Movements in working capital:
(Increase) in stocks (292,404) (647,934)
(Increase) in debtors (508,851) (991,841)
Increase In creditors 197,284 1,774,768
(Decrease)/increase in deferred income (60,238) 182,622

Cash generated from operations 1,408,457 2,842,110
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