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GridLink Interconnector Limited

DIRECTORS’ REPORT

The Directors present their annual report together with the audited financial statements of GridLink
Interconnector Limited (the “Company”) for the year ended 31 December 2021.

Principal activities

The Company is a private company limited by shares registered in England and Wales. The Company’s
registered number and registered office can be found on the Company Information page. The Company’s
main activity is the development of an electricity transmission interconnector between the United
Kingdom and France.

Results for the year and future developments

The loss for the year after taxation amounted to £191,063 (2020: £144,086). The Company’s total assets
at 31 December 2021 amounted to £21,425,081 (2020: £15,700,114).

Dividends

During the year ended 31 December 2021, the Company did not declare any dividends (2020: Nil).
Political donations

The Company did not make any political donations during the year (2020: Nil).
Small companies exemption

In accordance with Section 414B of the Companies Act 2006, the Company has taken advantage of the
exemption for small companies from preparing a strategic report.

Going concern

The financial statements have been prepared on a going concern basis. The Directors have made an
assessment of the Company’s ability to continue in operation and are satisfied that the Company has the
resources to continue in business for the foreseeable future.

GridLink has made substantial progress in obtaining all the necessary planning consents and
environmental permits necessary to commence construction. In March 2021 the Company was granted
Outline Planning Permission by Medway Council for the converter station in the UK. In May 2022
GridLink was granted a Marine Licence by the Marine Management Organisation for construction of the
offshore cable in UK waters. All major permit applications have been submitted in France and a positive
decision on those applications is expected in Q4 2022. Land acquisition in both the UK and France is
100% complete with appropriate extensions to all land option agreements having been negotiated.
Contracts for the construction of the project have been competitively tendered and the selection of
preferred bidders is expected in 2023. On regulatory matters the Company has been awarded a Cap &
Floor scheme in principle by Ofgem which guarantees 50% of costs and revenues for 25 years. The final
remaining hurdle for the Company remains in obtaining a similar regulatory scheme from the French
national regulatory authority (the Commission de Regulation de I’Energie). In recent months significant
progress has been made toward achieving this objective and the Directors are cautiously optimistic that
this issue can be resolved in 2023. This will allow the Company to proceed to financial close in Q1 2024
and subsequently deliver the expected significant economic and environmental benefits GridLink will
bring to both UK and French consumers.
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GridLink Interconnector Limited

DIRECTORS’ REPORT (continued)

Disclosure of information to the Auditors

As far as each Director is aware, there is no relevant information needed by the auditor in connection with
preparing its report of which the auditor is unaware. Each Director has taken all steps that they are obliged
to take in order to make themselves aware of any relevant audit information and to establish that the auditor
is aware of that information.

Directors’ responsibilities

The Directors are respormble for preparmg the Dlrectors Report and the audited financial statements in
accordance with UK law and regulations.

UK company law requires the Dlrectors to prepare ﬁnancml statements for the Company for each financial
period. Under that law, the Directors have elected to prepare the financial statements in accordance with
Intemanonal Financial Reportmg Standards (“IFRS™) and interpretations issued by the International
Accountmg Standards Board (“IASB”) arid the Compames Act 2006. Under UK company law, the
Directors must not approve the financial statements unless they are satisfied that the financial statements
give a true and fair view of the assets, liabilities and financial position of the Company as at the financial
period end date; give a true and fair view of the profit or loss of the Company for the financial period; and
otherwise comply with the Companies Act 2006.

In preparing those financial statements, the Directors are required to:

— Select suitable accounting policies and apply them consistently;

~ Make judgments and estimates that are reasonable and prudent;

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

— Prepare the financial statements on a 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 audited financial statements comply with IFRS and the
Companies Act 2006. They are also responsible for safeguarding the assets of the Company and hence, for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

On behalf of the Board of Directors:

‘Sarah Blizabeth Jobnson
Director

28 September 2022

Company number: 10181689
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GridLink Interconnector Limited

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2021

2020

Note £
Income
Bank interest income 10,355
Total income 10,355 -
Expenses
Administration expenses (109,995)
Foreign exchange loss (28,317)
Auditor’s remuneration (12,875)
Bank charges (3,254)
Charitable donation -
Total expenses (154,441)
Loss on ordinary activities before taxation . (144,086)
Tax on loss on ordinary activities 4 -
Loss for the year after taxation (144,086)

All of the activities of the Company are classed as continuing.

The accompanying notes form an integral part of these audited financial statements.
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GridLink Interconnector Limited

As at 31 December 2021

Assets

Non-current assets

Property, plant and equipment
Total non-current assets

Current assets
Capital grant
Recoverable VAT
Cash at bank
Prepayment

Total current assets

Total assets

Equity and liabilities
Capital and reserves
Called up share capital
Share premium
Retained deficit

Shareholder’s funds

Current liabilities -
Trade and other payables
Total current liabilities

Total liabilities

Total equity and liabilities

STATEMENT oF FINANC.],A y POS!TION —

31 December 31 December
| 2021 2020
£ £
15,767,398 12,689,275
15,767,398 12,689,275
© 3,439,152 1,406,491
. 326,676 564,525
Cyman 950,226
120,743, .. . . 89,597
5,657,683 3,010,839
21435081, __ 15700114,
94,867 52,867
21,305,133 15,347,133

. (51798) _ (260735)
20,948,202 15,139,265
476879 560849
476879 T 560,849
TTE68T9 T 560,849
1425081 . 15700114

The accounts have been prepared in accordance with the special provisions applicable to companies

subject to the small companies regime.

The audited financial statements were approved and authorised for issue by the Board of Directors of
GridLink Interconnector Limited (company number: 10181689) on 28 September 2022 and were signed

on igs fab_ghalf by:

? e

“Sarati/Elizabeth Johnson

Director

The accompanying notes form an integral part of these audited financial statements.
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GridLink Interconnector Limited

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2021

2020 Called up Share premium Retained Shareholder’s
: share capital account deficit funds

o £ . : £ ' B

At 1 January 2020 : 5,237 10,631,763 (116,649) 10,520,351
Issue of share capital ) 47,630 4,715,370 - ‘ 4,763,000
Loss for the year ' - - (144,086) (144,086)
At 31 December 2020 52,867 - 15,347,133 (260,735) 15,139,265

The accompanying notes form an integral part. of these audited financial statements.
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GridLink Interconnector Limited

B

STATEMENT OF CASH FLOWS
For the year ended 31 December 2021

2020
£

Operating activities
Loss for the year after taxation (144,086)
Adjusted for: :
Decrease in trade and other payables (505,371)
Decrease/(increase) in recoverable VAT (117,966)
Increase in prepayments (89,597)
Foreign exchange on capital grant -
Net cash flows used in operating activities - (857,020)
Investing activities
Purchase of property, plant and equipment* (6,274,438)
Net cash flows used in investing activities (6,274,438)
Financing activities ‘
Proceeds from issue of shares 4,763,000
Net cash flows generated from financing activities 4,763,000
Net increase/(decrease) in cash for the year (2,368,458)
Cash at the beginning of the year 3,318,684
Cash at the end of the year 950,226

*This amount includes payments of £2,042,250 (2020: £2,653,366) which have been offset in the statement of financial
position within capital grants line items and deducted in arriving at the carrying amount of the property, plant and
equipment. ‘

The accompanying notes form an integral part of these audited financial statements.
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GridLink Interconnector Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2021

1. INCORPORATION AND PRINCIPAL ACTIVITY

GridLink Interconnector Limited (the “Company”) was incorporated on 16 May 2016 as a private
company limited by shares registered in England and Wales. The Company’s registered number and
registered office can be found on the Company Information page. The Company’s main activity is the
development of an electricity transmission interconnector between the United Kingdom and France.

The Company is entitled to an exemption from audit under Section 477 of the Companies Act 2006
relating to small companies. For the years ended 31 December 2021 and 31 December 2020, the
Directors of the Company waived their right to this exemption and elected to prepare audited financial
statements for the Company.

2. BASIS OF PREPARATION

(a) Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) and interpretations issued by the International Accounting Standards Board
(“IASB”) and the Companies Act 2006. There were no material departures from the standard. These
financial statements represent the Company only and are not consolidated.

(b) Basis of measurement
The financial statements are prepared under the historical cost convention.

(¢) Going concern

The financial statements have been prepared on a going concern basis. The Directors have made an
assessment of the Company’s ability to continue in operation and are satisfied that the Company has
the resources to continue in business for the foreseeable future.

The Company obtains its capital from other group entities. iCON Infrastructure Partners III, L.P. (the
“Fund”), the ultimate parent entity, will monitor the performance (financial and otherwise) of the
Company. The Fund may inject further capital into the Company and/or will ultimately receive funds
upon the realisation of its underlying project.

(d) Significant accounting estimates and judgments

The preparation of the financial statements requires the Directors to make certain judgments, estimates
and assumptions that affect the application of policies and reporting amounts of assets and liabilities,
income and expenses. The estimates and associated assumptions are based on historical experience and
expectation of future events. Actual results may differ from these estimates.

Estimates and the underlying assumptions therein are reviewed on an ongoing basis. Revisions to
estimates are recognised prospectively.
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GridLink Interconnector Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021

2. BASIS OF PREPARATION (continued)
(d) Significant accounting estimates and judgments (continued)

The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates
are significant to the financial statements of the Company are presented in note 3 and below.

(i) Functional and presentation currency

The functional and presentation currency of the Company is Great British Pound (“£”), rounded to the
nearest £. The Directors consider that £ reflects the primary economic environment in which the Company
operates.

(ii) Electricity trading arrangements

As disclosed in the Directors’ Report, the Directors are monitoring developments with regard electricity
trading arrangements. At the reporting date, and based on the information available, the Directors expect
that the electricity transmission interconnector will be successfully developed and will deliver the planned
future economic benefits.

3. SIGNIFICANT ACCOUNTING POLICIES
(a) Financial instruments

i) Classification

The Directors determine the classification of the Company’s financial assets and liabilities at initial
recognition or where applicable, at the time of reclassification. The Company classifies the financial assets
based on both the business model for managing the financial assets and the contractual cash flow
characteristics of the financial assets.

Financial assets that are designated as held-to-collect are non-derivative financial assets where the
contractual cash flows are solely principal and interest. Accordingly, they are measured at amortised cost.
At the reporting date, capital grant, recoverable VAT, prepayment and cash at bank are designated as
held-to-collect and classified as financial assets measured at amortised cost.

Financial liabilities are classified as held-to-collect and are measured at amortised cost. At the reporting
date, trade and other payables are designated as held-to-collect and classified as financial liabilities
measured at amortised cost.

i) Recognition, derecognition and measurement

The Company recognises held-to-collect financial assets and liabilities on the date when they are
originated. All other financial assets are initially recognised on the trade date (the date on which the
Company becomes a party to the contractual provisions of the instrument). All financial instruments are
initially measured at fair value, plus, in the case of financial assets or liabilities not at fair value through
profit or loss, transaction costs that are directly attributable to the acquisition or issue of the financial asset
or liability.
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GridLink Interconnector Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(a) Financial instruments (continued)

ii) Recognition, derecognition and measurement (continued)

Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or when the Company has transferred substantially all risks and rewards of ownership. Financial
liabilities are derecognised when they are extinguished. A financial liability is extinguished when the
obligation is discharged, cancelled or expires.

Held-to-collect financial assets and liabilities are subsequently carried at amortised cost using the effective
interest method. Any difference between the proceeds net of directly attributable transaction costs and the
redemption value of financial liabilities is recognised in profit or loss over the period of the borrowings
using the effective interest method.

The Directors apply the simplified approach to impairment of held-to-collect financial assets permitted
by IFRS 9 Financial Instruments (“IFRS 9”), which requires lifetime expected credit losses to be
recognised from initial recognition of the held-to-collect financial assets.

(b) Property, Plant and Equipment

Property, plant and equipment is stated at cost less accumulated depreciation and accumulated impairment
losses. Additions to property, plant and equipment are recognized when it is probable that expected future
economic benefits attributable to the assets will flow to the entity. Depreciation of an asset commences
when it is available for use. The carrying values of property, plant and equipment are reviewed for
impairment when events or changes in circumstances indicate the carrying values may not be recoverable.
Per paragraph 28 of IAS 16 Property, Plant and Equipment (“1AS 16”), the carrying amount of an item
of property, plant and equipment may be reduced by government grants in accordance with IAS 20
Accounting for Government Grants and Disclosure of Government Assistance (“IAS 20”) (see note 3 (h)).

(c) Expenses
All expenses are recognised in the Statement of Comprehensive Income on an accruals basis.

(d) Taxes

Current tax is measured at amounts expected to be paid using the tax rates and laws that have been enacted
or substantively enacted by the period end date. Deferred tax balances are recognised in respect of all
timing differences that have originated but not reversed by the period end date, except that the recognition
of deferred tax assets is limited to the extent that the Company anticipates making sufficient taxable profits
in the future to absorb the reversal of the underlying timing differences. Deferred tax balances are not
discounted.

(e) Cash
Cash comprises cash on hand.

(f) Bank interest income
Bank interest income is recognised in the Statement of Comprehensive Income on an accrual basis.

(g) Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new ordinary
shares or options are shown in equity as a deduction, net of tax, from the proceeds.

[ 14 |




GridLink Interconnector Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h) Government grant

Grants related to assets are grants whose primary condition is that an entity qualifying for them should
purchase, construct or otherwise acquire long-term assets. Grants shall only be recognised when there is
reasonable assurance that (a) the entity will comply with the conditions aftaching to them and (b) the
grants will be received. In accordance with IAS 20.13, the Company has elected to apply. the capital
approach whereby the grant is recognised on a sy.stematic basis in the Statement of Financial Position.
When the grant is recognised it is deducted from the carrying value of the related plant, property and
equipment in accordance with IAS 20.27.

(i) Foreign currency translation — transactions and balances

Transactions in foreign currencies are translated at the foreign currency exchange rate ruling at the date
of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated
at cost are translated to the reporting currency at the foreign exchange rates ruling at the dates that the fair
value was determined.

Monetary assets and liabilities denominated in foreign currencies are translated to British Pound Sterling
at the exchange rate ruling at the reporting date. Foreign currency exchange differences are included in
“foreign exchange loss” in the statement of comprehensive income.

(j) Forthcoming accounting standards and interpretations — issued but not effective
At 31 December 2021, a number of accounting standards, interpretations and amendments had been issued
by the IASB, which are not yet effective for the Company’s financial statements, and none of which are
expected to have a material effect on the Company’s financial statements in future years.

4. TAXATION

No corporation tax liability arose for the year ended 31 December 2021 (2020: Nil).

Factors affecting the tax expense
The tax charge on the loss for the year was as follows:

2020

£

Loss on ordinary activities before taxation (144,086)

Tax on loss on ordinary activities at standard CT rate of 19% (2020:19%) (27,376)
Effects of:

Deferred tax not recognised 27,376

Tax expense ¢ -

The Company's total unrecognised deferred tax asset, as at 31 December 2021, is £112,716 (2020:
£49,477). The deferred tax asset arises from unutilised tax losses carried forward.
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GridLink Interconnector Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021

4. TAXATION (continued)

Factors that may affect future tax charges

On 10 June 2021, the Finance Act 2021 was enacted which increased the corporation tax rate from 1 April
2023. This rate will increase from 19% for businesses with profits of less than £50,000 to 25% for
businesses with profits over £250,000. Within the profits band of £50,000 to £250,000, corporation tax is
calculated at 25% less a calculated marginal relief tax deduction. The unrecognised deferred tax asset at
the reporting date has been measured using 25%, being the main rate of UK corporation tax from 1 April
2023.

5. PROPERTY, PLANT AND EQUIPMENT

31 December

2020

£

At 1 January 9,068,203
Additions 6,274,438
Grant utilised (2,653,366)

Net book value at 31 December 12,689,275

Property, plant and equipment is comprised of costs capitalised for the development of an electricity
-transmission interconnector project between the United Kingdom and France.

Additions totalling £5,120,373 (2020: £6,274,438) represents directly attributable legal and professional
fees which have been capitalised and added to the cost of the asset in the Statement of Financial Position.
Refer to note 8 for details of the capital grant recognised.

In accordance with IAS 16, depreciation of the asset will commence when it is available for use.

6. CALLED UP SHARE CAPITAL

31 December

2020
£
Allotted, called up and fully paid
94,867 (2020: 52,867) ordinary shares :
of par value of £1 each 52,867
Total 52,867

During the year ended 31 December 2021, a total of 42,000 shares were issued by the Company (2020:
47,630 shares).

The sole shareholder of the Company is the Fund.

All shares in issue carry equal voting and dividend rights.

[ 16 1
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GridLink Interconnector Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021

6. CALLED UP SHARE CAPITAL (continued)

Capital policy .

The Directors periodically review the capital structure of the Company considering the cost of capital
and the risks associated. The Directors consider capital to comprise long-term equity. The Directors
will approve any material adjustments to the capital structure. The Directors’ policy is to maintain a
strong capital base to sustain future development of the business.

7. TRADE AND OTHER PAYABLES

31 December

2020

£

Creditors and accruals (560,849)

Total trade and other payables (560,849)

8. CAPITAL GRANT

31 December
2020
£
At 1 January (1,246,875)
Grant recognised 2,653,366
Foreign exchange -
At 31 December 1,406,491

The Grant Agreement was executed on 5 December 2018. The purpose of the funding is for a specific
action (the “Action™) that the Company agreed to complete by 31 March 2022 (the “Completion Date™).

On 14 December 2018, the Company received a pre-funding amount of £5,438,862 (€6,064,881),
representing 40% of the maximum amount of the total grant (€15,162,203). The residual portion of the
grant is payable within 12 months of the Completion Date and is contingent on the successful
completion of the Action. Refer to the subsequent events note for more information.

During the year, the Company has recognised £2,042,250 (2020: £2,653,366) of the grant against the
carrying amount of the property, plant and equipment.

As of 31 December 2021, total recognised costs from inception of the capital grant amounts to
£8,887,603, which exceeds the pre-funding amount received to date. As a result, an amount of
£3,493,152 is recognised as a receivable by the Company at 31 December 2021.




GridLink Interconnector Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021

9. FINANCIAL RISK MANAGEMENT

The Company’s activities expose it to a variety of financial risks: market risk (including currency risk,
interest rate risk and price risk), credit risk and liquidity risk. Ultimate responsibility for setting risk
appetite and the effective management of risk rests with the Directors and the Fund. This note presents
information about the Company’s exposure to such financial risks, along with the Directors’
objectives, policies and processes for measuring and managing risk and the Company’s capital.

(a) Market risk

Market risk is the risk that changes in market prices, such as interest rates or foreign exchange rates
will affect the Company’s income or the fair value of its holdings in financial instruments.

(i) Currency risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates.

At 31 December 2021, the Company’s capital grant-asset amounting to £3,439,152 is denominated in
Euro (2020: capital grant-asset amounting to £1,406,491). At 31 December 2021, had the £
strengthened/weakened by 5% in relation to Euro, with all other variables held constant the statement
of comprehensive income and shareholder’s funds would have decreased/increased by £171,958
(2020: £70,325) as a result of foreign exchange gains/losses on translation on capital grant balances.

In addition to the above, at 31 December 2021 and 2020, a portion of the Company’s net assets are
denominated in currencies other than Great British Pound. The Company has determined that this
results in no material additional exposure to non-Great British Pound currencies at the reporting date
and has not been included in the above sensitivity analysis.

(ii) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. At the reporting date, a portion of the Company’s
financial assets consisted of cash which yields an immaterial amount of interest. All other financial
instruments comprise non-interest-bearing assets and liabilities. As a result, a sensitivity analysis is
neither appropriate nor applicable.

(iii) Price risk

Price risk is the risk that the value of an instrument will fluctuate as a result of changes in market
prices (other than those arising from interest rate risk or currency risk), whether caused by factors
specific to an individual investment, its issuer or all factors affecting all instruments traded in the
market. At 31 December 2021, the Company does not hold any investments and therefore is not subject
to price risk.

(b) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to discharge an obligation. At 31 December 2021, £1,771,112 (2020: £950,226) of the
Company’s cash is held with Lloyds Bank Plc which is rated A as determined by Standard and Poor’s
rating agency.
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GridLink Interconnector Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021

9. FINANCIAL RISK MANAGEMENT (continued)

(b) Credit risk (continued)

At 31 December 2021, the Company has a capital grant of £3,439,152 (2020: £1,406,491) and
recoverable VAT of £326,676 (2020: £564,525). The Directors have determined that the credit risk
relating to these items is minimal.

(¢) Liquidity risk
Liquidity risk is the risk that the Company may not be able to generate sufficient cash resources to
settle its obligations in full as they fall due or can do so on terms that are materially disadvantageous.

The Company is primarily exposed to liquidity risk of being unable to meet its liabilities as they fall
due. At the reporting date, the Company has sufficient cash resources to meet its short term payables.

10. RELATED PARTIES

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial or operational decisions.

Directors
The directors of the Company during the year are listed on page 1 of these financial statements.

11. ULTIMATE CONTROLLING PARTY

At the reporting date, the ultimate controlling party of the Company is the Fund, an English limited
partnership domiciled in Guernsey, acting through its managing general partner, iCON Infrastructure
Management III Limited. The principal place of business of this entity is Martello Court, Admiral
Park, St. Peter Port, Guernsey, GY1 3HB.

12. SUBSEQUENT EVENTS

In January 2022, the Commission de Regulation de I’Energie rejected the Company’s request for a
regulated tariff for an UK/French electricity interconnector. As noted under Going Concern in the
Directors’ Report on page 2, the Company is actively exploring available, alternative options to obtain
a regulatory scheme from the Commission de Regulation de I’Energie.

The grant matured on 31 March 2022. The Company is currently completing the agreed upon
procedures to close out the formalities and draw down the residual portion of the grant. The estimated

amount of the claim is approximately £4.4m (€5.2m).

During the period from March to July 2022, the Company received subscriptions from the Fund
totalling £5.3m.

There were no other material events subsequent to the reporting date which necessitate revision of the
figures or disclosures included in the financial statements.
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