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LOCH DUART LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2016

The directors present the strategic report and financial statements for the year ended 31 March 2016.

Fair review of the business
Loch Duart Limited is owned by a number of private shareholders and institutions, none of whom individually
hold a majority of shares. The company operates throughout Scotland.

The results for the year are set out on page 7 and the directors are disappointed to report a loss for the year of
£2,279,420. The performance stems directly from the material loss of fish on Uist reported in the prior year,
which reduced the volume of fish available for harvest during this financial year as was predicted in the prior
year'’s report.

The company’s strategy to deal with that biological loss was to accept minimal harvest volumes in the first half of
the year and harvest more normally in the second half. In a business with a relatively high fixed cost of
operation that created first half year losses and second half profits. The company has traded profitably since
November 2015. 4

The company is grateful for the support of its bankers and investors to deliver its planned recovery from that loss
of fish. As part of that support, investors contributed £3.75M to the company during the year. The performance
delivered since that investment has exceeded the forecast on which the funds were sought.

SCOTLAND

The company has continued to invest heavily in Research and Development to improve various areas of
Production. The changing nature of the biological and weather challenges prevalent in Scotland coupled with
the company’s attitude to improvement and developing best practice bring innovation and help maintain the
company’s record of sustainable quality and superior taste. Improvements in the use of cleaner fish have been
developed, with encouraging fish welfare results as well as reduced use of medicinal treatment being possible.
In Freshwater, novel methods of environmental enrichment have been trialled to improve both welfare and

quality.

Markets were poor through the middle part of the year, including in the normally strong pre-Christmas period.
That is likely to have been down to oversupply because of biological issues reported in the results of the listed
farming companies. That eventually had to reverse and in the last quarter of the year prices improved to deliver
a respectable average price for the year. Despite the challenging circumstances of both price and volume, the
company committed resource to the smolt year class to ensure that it would start the 2016-17 year with the
ability to return to normal volumes of production. Biomass in the sea at the end of the year, and the value at
which it is held, leave the company in a good position from which to emerge from the losses of 2015-16.

CANADA

The previously reported and long awaited Canadian revised application process for sea farming sites is yet to
produce anything substantial on which to base the company’s progress in the country.

As a result, the company previously wrote-down the values of its interest in the area to the immediately
realisable tangible assets. During and since the year end many of those tangible assets have been disposed of,
leaving little more than the licences to operate. The Canadian operations will remain at this level until the
company is able and willing to resume operations in the manner and to the extent it deems necessary for a full
implementation of its site rotation and fallowing model.




LOCH DUART LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

Principal risks and uncertainties
The company exports a significant percentage of its production and is therefore exposed to exchange rate
movements. The company seeks to manage those risks via appropriate treasury management.

The geographic divérsiﬂcation spreads the group over many Idcations, sales markets and health & welfare
issues. The pursuit of this diversification will reduce the operational, and hence financial, risk faced by the
business.

The company has historically enjoyed good prices and been resilient to the more extreme market movements
but remains exposed to some potential price volatility around issues of supply in the wider market.

Risks in relation to fish health and mortality levels are inevitable in aquaculture, but the company considers its
husbandry and welfare practices are capable of minimising such risks to the extent that they can be addressed.

On behalf of the board

DirectT

20, .\..\.\.lb




LOCH DUART LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2016

The directo‘rs'present their annual report and financial statements for the year ended 31 March 2016.

Principal activities

The principal activity of the group and company is that of salmon farming in the North West of Scotland.
Although it has a small direct retail outlet, the business and its brand are built on a foundation of providing whole
gutted fish to trade outlets in a variety of countries. The majority of sales are therefore export.

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

Dr A Barbour
A Balfour (Resigned 30 June 2016)
ABing
- ADenton (Appointed 21 May 2015)
J Goerke . '
N Joy (Resigned 30 April 2016, reappointed
22 August 2016)
S Maguire
A Williamson
M Woods . (Resigned 30 April 2015)

Results and dividends
The results for the year are set out on page 7.

No ordinary dividends were paid. The directors do not recommend payment of a further dividend.
No preference dividends were paid. The directors do not recommend payment of a final dividend.

Statement of disclosure 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 and group 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 and group is aware of that
information.

Environment and welfare

The welfare of both staff and fish are crucial to the company both for the quality of the product and the
sustainability of the business. These are areas of differentiation on which the company was founded and which
influence every area of operation. As well as being accredited to ISO 14001, the company is also accredited to
several other quality schemes, details of which are available on the company's website at www.lochduart.com.

On behalf of the board

S Maguire
Director

S
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LOCH DUART LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 MARCH 2016

The directors are responsible for preparing the Strategic Report, Directors' Report and the financial statements
in accordance with applicable law and regulations. :

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
‘view of the state of affairs of the 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 suitable accounting policies and then apply them consistently;

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

» state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

* prepare the financial statements 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 time the financial position
of the group and company and enable them to ensure that the financial statements comply with the Companies
Act 2006. They are also responsible for safeguarding the assets of the group and company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.




LOCH DUART LIMITED

INDEPENDENT AUDITOR'S REPORT ,
TO THE MEMBERS OF LOCH DUART LIMITED

We have audited the group and parent company financial statements (the “financial statements") of Loch Duart

Limited for the year ended 31 March 2016 set out on pages 7 to 35. The financial reporting framework that has
been applied in their preparation is applicable law and United Kingdom Accounting Standards (United Kingdom

Generally Accepted Accounting Practice), including Financial Reporting Standard 102 "The Financial Reporting

Standard applicable in the UK and Republic of Ireland".

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors' Responsibilities Statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view. Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the group's
and the parent company's circumstances and have been consistently applied and adequately disclosed; the
reasonableness of significant accounting estimates made by the directors; and the overall presentation of the
financial statements. In addition, we read all the financial and non-financial information in the annual report to
identify material inconsistencies with the audited financial statements and to identify any information that is
apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the
course of performing the audit. If we become aware of any apparent material misstatements or inconsistencies:
we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:
* give a true and fair view of the state of the group's and the parent company's affairs as at 31 March 2016
and of the group's loss 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 2006.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Strategic Report and the Directors' Report for the financial year for
which the financial statements are prepared is consistent with the financial statements.




LOCH DUART LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF LOCH DUART LIMITED

‘Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, in our opinion:

* adequate accounting records have not been kept by the parent company, or returns adequate for our audit
have not been received 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 specified by law are not made; or

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

Tobowilson - Cormichocl P

David Holmes (Senior Statutory Auditor) <. -b : 2016

for and on behalf of Johnston Carmichael LLP RO etk roredibu

Chartered Accountants ‘

Statutory Auditor . 7-11 Melville Street
Edinburgh
EH3 7PE




LOCH DUART LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 MARCH 2016

Turnover
Cost of sales

Gross profit

Administrative expenses

Other operating income

Profit on disposal of tangible assets
Impairment of intangible assets
Operating loss

Interest payable and similar charges
Loss before taxation

Taxation

Loss for the financial year

10

Notes

2016
£

26,393,695
(23,546,575)

2,847,120
(4,987,249)

151,739
38,253

(1,950,137)

(400,449)

" (2,350,586)

71,166

(2,279,420)

2015
£

20,869,626
(19,040,822)

1,828,804
(4,796,271)
264,545
247,441
(1,023,755)
(3,479,236)
(316,053)
(3,795,289)
(327,362)

(4,122,651)

The profit and loss account has been prepared on the basis that all operations are continuing operations.




LOCH DUART LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2016

2016
Notes ‘ £
Loss for the year , ‘ (2,279,420)
Other comprehensive income .
Revaluation of tangible fixed assets 13 67,526
Cash flow hedges loss arising in the year (493,503)
Other comprehensive income for the year (425,977)
Total comprehensive income for the year ‘ (2,705,397)

Total comprehensive income for the year is all attributable to the owners of the parent compahy.

2015
£

(4,122,651)

(4,122,651)




LOCH DUART LIMITED

GROUP BALANCE SHEET
AS AT 31 MARCH 2016
2016 2015
Notes £ £ £ £
Fixed assets
Intangible assets 12 1,133,132 1,133,132
Tangible assets 13 5,268,766 6,697,322
6,401,898 7,830,454
Current assets
Stocks _ 16 8,791,708 6,923,933
Debtors 17 4,255,122 2,062,939
Cash at bank and in hand : 1,948,291 11,695
14,995,121 8,998,567
Creditors: amounts falling due within 19
one year _ A (10,392,506) (7,040,278)
Net current assets 4,602,615 1,958,289
Total assets less current liabilities 11,004,513 9,788,743
Creditors: amounts falling due after 20
more than one year ' (3,660,462) (1,880,370)
Provisions for liabilities 22 (45,273) (116,439)
Net assets 7,298,778 7,791,934
Capital and reserves _
Called up share capital 23 513,613 316,812
Share premium account 4,274,918 3,979,716
Revaluation reserve 665,513 597,987
Other reserves 1,288,300 (431,937)
Capital contribution reserve 4,631,190 4,631,190
‘Hedging reserve (493,503) -
Profit and loss reserves 26 (3,581,253) (1,301,834)
Equity attributable to owners of the parent

company 7,298,778 7,791,934

The financial statements were approved by the board of directors and authoriséd for issue on 5@\\\\“&
and are signed on its behalf by:

Director




LOCH DUART LIMITED

COMPANY BALANCE SHEET
AS AT 31 MARCH 2016
2016 : 2015

Notes £ £ £ £
Fixed assets
Intangible assets 12 1,133,132 1,133,132
Tangible assets 13 4,894,482 5,895,656
Investments - 14 21 21

6,027,635 7,028,809
Current assets ‘
Stocks 16 8,791,708 6,923,933
Debtors 17 4,388,771 2,040,289
Cash at bank and in hand 1,915,917 6,689
15,096,396 8,970,911

Creditors: amounts falling due within 19
one year (10,121,147) (6,634,032)
Net current assets 4,975,249 2,336,879
Total assets less current liabilities 11,002,884 9,365,688
Creditors: amounts falling due after 20
more than one year (3,591,474) (1,816,809)
Provisions for liabilities 22 (45,273) (116,439)
Net assets , 7,366,137 7,432,440
Capital and reserves
Called up share capital 23 513,613 316,812
Share premium account 4,274,918 3,979,716
Revaluation reserve 665,513 597,987
Other reserves 1,748,914 -
Capital contribution reserve 4,631,190 ) 4,631,190
Hedging reserve (493,503) -
Profit and loss reserves 26 (3,974,508) (2,093,265)

Total equity 7,366,137 7,432,440

The financial statements were apprbved by the board of directors and authorised for issue on 3@1 \\\UO
and are signed on its behalf by: '

S Maguire
Director

Company Registration No. SC195923

-10-



LOCH DUART LIMITED

GROUP STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2016

Share capital Share Revaluation Hedging Capital Other reserves Profit and loss Total
premium reserve reserve contribution reserves
account reserve
Notes £ £ £ £ £ £ £ £
Balance at 1 April 2014 316,812 3,979,716 597,987 - 4,631,190 (371,378) 2,820,818 11,975,145
Period ended 31 March 2015:
Loss and total comprehensive income for the year - - - - - - (4,122,651) (4,122,651)
Foreign currency exchange movements - - - - - (60,560) - (60,560)
Balance at 31 March 2015 316,812 3,979,716 597,987 - 4,631,190 (431,938) (1,301,833) 7,791,934
Period ended 31 March 2016:
Loss for the year - - - - - - (2,279,420) (2,279,420)
Other comprehensive income:
Revaluation of tangible fixed assets - - 67,526 - - - - 67,526
Cash flow hedges losses arising in the year - - - (493,503) - - - (493,503)
Total comprehensive income for the year - - 67,526 (493,503) - - (2,279,420) (2,705,397)
Issue of share capital 23 196,801 295,202 - - - - - 492,003
Foreign currency exchange movements - - - - - (28,676) - - (28,676)
Equity portion of convertible loan notes 18 - - - - - 1,748,914 - 1,748,914
665,513 (493,503) 4,631,190

Balance at 31 March 2016 513,613 4,274,918

1,288,300 (3,581,253) 7,298,778

11



LOCH DUART LIMITED

COMPANY STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2016

Balance at 1 April 2014

Period ended 31 March 2015:
Loss and total comprehensive income for the year

Balance at 31 March 2015

Period ended 31 March 2016:

Loss for the year

Other comprehensive income:

Revaluation of tangible fixed assets

Cash flow hedges losses arising in the year

Total comprehensive income for the year
Issue of share capital
Equity portion of convertible loan notes

Balance ét 31 March 2016

Share capital Share Revaluation Hedging Capital Other reserves Profit and loss Total
premium reserve reserve contribution reserves
account reserve
Notes £ £ £ £ £ £ £ £
316,812 3,979,716 597,987 - 4,631,190 - 4,118,616 13,644,321
- - - - - - (6,211,881) (6,211,881)
316,812 3,979,716 597,987 - 4,631,190 - (2,093,265) 7,432,440
- - - - - - (1,881,243) (1,881,243)
- - 67,526 - - - - 67,526
- - - (493,503) - - - (493,503)
- - 67,526 (493,503) - - (1,881,243) (2,307,220)
23 196,801 295,202 - - - - - 492,003
18 - - - - - 1,748,914 - 1,748,914
513,613 4,274,918 665,513 (493,503) 4,631,190 1,748,914 (3,974,508) 7,366,137

-12 -



LOCH DUART LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2016

Notes

Cash flows from operating activities

Cash (absorbed by)/generated from 33
operations .

Interest paid

Net cash (6utflow)linflow from operating
activities

Investing activities
Purchase of intangible assets
Purchase of tangible fixed assets

Proceeds on disposal of tangible fixed
assets

Net cash generated from/(used in)
investing activities

Financing activities

Government grants received
Proceeds from issue of shares
New/(reduction) invoice financing
Repayment of borrowings

Proceeds of new loans

Payment of finance leases obligations

Net cash generated from/(used in)
financing activities

Net increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning of year
Effect of foreign exchange rates

Cash and cash equivalents at end of year

Relating to:
Cash at bank and in hand

Bank overdrafts included in creditors
payable within one year

2016

£ £

(3,289,955)

(400,449)

(3,690,404)
(25,488)
85,618

60,130
256,126
492,003
1,264,429
(119,786)
3,507,997
(520,340)

4,880,429

1,250,155

(1,002,304)

51,223

299,074

1,048,291

(1,649,217)

2015

£ £

1,033,111

(316,053)

717,058
(18,370)
(1,497,733)
981,873

(534,230)
241,875
(84,939)
(125,750)
(345,752)

(314,566)

(131,738)

(870,002)

(564)

(1,002,304)

11,695

(1,013,999)

-13-



LOCH DUART LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2016

1.1

1.2

Accounting policies

Company information 4
Loch Duart Limited (“the company”) is a limited company domiciled and incorporated in Scotland. The
registered office is 15 Atholl Crescent, Edinburgh, EH3 8HA.

The group consists of Loch Duart 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 Ireland” (“FRS 102") and the requirements of the
Companies Act 2006.

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

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

These group and company financial statements for the year ended 31 March 2016 are the first financial
statements of Loch Duart Limited and the group prepared in accordance with FRS 102, The Financial
Reporting Standard applicable in the UK and Republic of Ireland. The financial statements for the
preceding period were prepared in accordance with previous UK GAAP. The date of transition to FRS 102
was 1 April 2014. The reported financial position and financial performance for the previous period are not
affected by the transition to FRS 102.

As permitted by s408 Companies Act 2006, the company has not presented its own profit and loss account
and related notes. The company’s loss for the year was £1,881,243 (2015 - £6,211,881 loss).

Basis of consolidation

The consolidated financial statements incorporate those of Loch Duart Limited and all of its subsidiaries
(i.e. entities that the Group controls through its power to govern the financial and operating policies so as
to obtain economic benefits). Subsidiaries acquired during the year are consolidated using the purchase
method. Their results are incorporated from the date that control passes. All financial statements are
made up to 31 March 2016.

All intra-group transactions, balances and unrealised gains on transactions between group companies are
eliminated on consolidation. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

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.

Entities other than subsidiary undertakings or joint ventures, in which the group has a participating interest
and over whose operating and financial policies the group exercises a significant influence, are treated as
associates. In the group financial statements, associates are accounted for using the equity method.

Entities in which the group holds an interest and which are jointly controlled by the group and one or more
other venturers under a contractual arrangement are treated as joint ventures. In the group financial
statements, joint ventures are accounted for using the equity method.

-14 -



LOCH DUART LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

13

1.4

Accounting policies (Continued)

Going concern
The Group made a loss for the year of £2.3m following losses of £4.1m made in the prior year. The root
cause of these losses was a fish mortality event in late 2014.

During the year, the Group has received significant additional funding from existing shareholders as well as
renewing the Group's banking facilities to April 2017. This coupled with better than expected results post
year end, leaves the Group in a stronger financial position than it has been since the 2014 mortality event.

The Group has prepared cash flow projections to March 2018. These projections indicate that the Group is
expected to generate significant levels of cash headroom based on conservative assumptions primarily
due to the results achieved in the four months to 31 July 2016. where prices and volumes have far
exceeded budget.

These projections are dependent upon the assumptions used, the most significant of which are:

* Fish mortality — the group anticipates mortality will be within normal ranges

* Fish growth — growth performance consistent with the current year is projected across all sites

» Sea Lice - stock rotation, husbandry and treatment strategies are projected to continue to allow this
risk to be managed and as a result allow fish to be harvested to market demand

* Price — price assumptions are based on prices lower than current market value to reflect the risk that
prices are likely to fall to more sustainable levels then the current market value. If market prices were
to remain in excess of the price forecasted for longer than anticipated, this will represent upside to the
Group.

Having considered the above projections, the directors are satisfied that it remains appropriate to prepare
the financial statements on a going concern basis.

Turnover
Turnover represents amounts receivable for goods and services net of VAT and trade discounts. Sales are
recognised when goods are despatched.

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.

-15-



LOCH DUART LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

1.5

1.6

1.7

Accounting policies (Continued)

Intangible fixed assets other than goodwill

Intangible assets acquired separately from a business are recognised at cost and are subsequently
measured at cost less accumulated amortisation and accumulated impairment losses. Intangible assets
acquired on business combinations are recognised separately from goodwill at the acquisition date if the
fair value can be measured reliably.

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

Sea sites

Sea site leases and associated rights are capitalised at cost. The lease granted is for an indefinite period.
As the sea'sites are integral to the Group's operations, the useful economic life related to the sea site lease
has also been reasonably estimated to be indefinite. They are however reviewed annually for impairment.

FRS102 prevents these being carried at any value above cost because the volume of sale transactions is
insufficient to qualify as an active market for revaluation purposes. With the difficulty and cost of acquiring
new sites being high, the directors are however satisfied that there is significant value attached to these
assets over and above their cost value.

Tangible fixed assets ,
Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation, net of
depreciation and any impairment losses.

Depreciation is provided at rates calculated to write off the cost or valuation less estimated residual value
of each asset over its expected useful life, as follows: ‘ ‘

Land and buildings freehold 50 years

Plant and machinery 2-10 years
Motor vehicles 2-4 years

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

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 those 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). Where it is not possible to estimate the recoverable amount of an
individual asset, the company estimates the recoverable amount of the cash-generating unit to which the
asset belongs.

The carrying amount of the investments accounted for using the equity method is tested for impairment as
a single asset. Any goodwill included in the carrying amount of the investment is not tested separately for
impairment. '

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment annually, and whenever there is an indication that the asset may be impaired.

-16-



LOCH DUART LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

1.8

1.9

1.10

Accounting policies (Continued)

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Stocks

Stock is valued at the lower of cost and net realisable value with due allowance being made for estimated
stock losses due to weather, predation and disease. Cost includes fish purchases, feed, direct labour and
all other costs directly associated with the rearing of fish. An element of indirect overheads has also been
included within the stock valuation.

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 impairment loss
in profit or loss. Reversals of impairment losses are also recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents are basic financial assets and include cash in hand, deposits held 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.

Financial 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 financial instruments.

Financial instruments are recognised in the group's statement of financial position 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 legally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at
transaction price including transaction costs and are subsequently carried at amortised cost using the
effective interest method unless the arrangement constitutes a financing transaction, where the transaction
is measured at the present value of the future receipts discounted at a market rate of interest. Financial
assets classified as receivable within one year are not amortised.

Other financial assets

Other financial assets are initially measured at fair value, which is normally the transaction price. Such
assets are subsequently carried at fair value and the changes in fair value are recognised in profit or loss,
except that investments in equity instruments that are not publically traded and whose fair values cannot
be measured reliably are measured at cost less impairment.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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1.11

Accounting policies : (Continued)

Impairment of financial assets
Financial assets, other than those held at fair value through profit and loss, are assessed 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 financial asset, the estimated future cash flows have been
affected. If an asset is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset's original effective interest rate. The
impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in profit or loss.

- Derecognition of financial assets

Financial assets are derecognised only when the contractual 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 another entity, or if some significant risks and rewards of ownership are retained but control
of the asset has transferred to another party that is able to sell the asset in its entirety to an unrelated third

party.

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

Basic financial liabilities, including trade and other payables and bank loans are initiaily recognised at
transaction price unless the arrangement constitutes a financing transaction, where the debt instrument is
measured at the present value of the future receipts discounted at a market rate of interest.

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

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Accounts payable are classified as current liabilities if payment is due within
one year or less. If not, they are presented as non-current liabilities. Trade payables are recognised initially
at transaction price and subsequently measured at amortised cost using the effective interest method.

Derecognition of financial liabilities
Financial liabilities are derecognised when the groups contractual obligations expire or are discharged or
cancelled.

Equity mstruments

Equity instruments issued by the group are recorded at the proceeds received, net of dlrect issue costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the
discretion of the group.
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1.12

113

Accounting policies . (Continued)

Derivatives )

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are
subsequently remeasured to fair value at each reporting end date. The resulting gain or loss is recognised
in profit or loss immediately unless the derivative is designated and effective as a hedging instrument, in
which event the timing of the recognition in profit or loss depends on the nature of the hedge relationship.

A derivative with a positive fair value is recognised as a financial asset, whereas a derivative with a
negative fair value is recognised as a financial liability.

Hedge accounting
The Group designates certain hedging instruments, including derivatives, as cash flow hedges.

At the inception of the hedge relationship, the company documents the relationship between the hedging
instrument and the hedged item along with risk management objectives and strategy for undertaking
various hedge transactions. At the inception of the hedge and on an ongoing basis, the company
documents whether the hedging instrument is highly effective in offsetting changes in fair values or cash
flows of the hedged item.

Cash flow hedges
The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow
hedges is recognised in other comprehensive income.

The gain or loss relating to the ineffective portion is recognised immediately in profit or loss, and-is
included in the 'other gains and losses' line in this item.

Amounts recognised in other comprehensive income and accumulated in equity are reclassified to profit or
loss in the periods when the hedged item is recognised in the profit or loss in the same line as of the
income statement as the hedged item. However when the forecast transaction that is hedged results in the
recognition of a non-financial asset or liability, the gains and losses previously accumulated in equity are
transferred from equity and included in the initial measurement of the cost of the asset or liability
concerned.

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

Current tax

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

Deferred tax

Deferred taxation is provided in full in respect of taxation deferred by timing differences between the
treatment of certain items for taxation and accounting purposes. Deferred tax assets are recognised to the
extent that it is regardsd as more likely than not they will be recovered. The deferred tax asset and/or
liability balance has not been discounted.
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1.14

1.15

1.16

117

1.18

Accounting policies (Continued)

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

The cost of any unused holiday entitlement 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 benefits. ‘

Retirement benefits
The company makes contributions to a defined contribution pension scheme. Contributions are charged to
the profit and loss account as they become payable.

Leases ,
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessees. 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 lease payments. The related liability is included in the
balance sheet as a finance lease obligation. Lease payments are treated as consisting of capital and
interest elements. The interest is charged to the profit and loss account so as to produce a constant
periodic rate of interest on the remaining balance of the liability.

Rentals payable under operating leases, including any lease incentives received, are charged to income
on a straight line basis over the term of the relevant lease except where another more systematic basis is
more representative of the time pattern in which economic benefits from the lease asset are consumed.

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

Government grants relating to turnover are recognised as income over the periods when the related costs
are incurred. Grants relating to an asset are recognised in income systematically over the asset's expected
useful life. If part of such a grant is deferred it is recognised as deferred income rather than being deducted
from the asset's carrying amount.

Foreign exchange

Assets, liabilities, revenues and costs denominated in foreign currencies are recorded at the rates of
exchange ruling at the dates of the transactions; monetary assets and liabilities at the balance sheet date
are translated at the year end rate of exchange. The resulting profits or losses are dealt with in the profit
and loss account.

The accounts of overseas subsidiaries are translated at the rate of exchange ruling at the balance sheet
date. The exchange rate difference arising on the retranslation of opening net assets is taken directly to
reserves.
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2 Judgements and key sources of estimation uncertainty

In 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 liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may differ from these 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 affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods.

Critical judgements
The following judgements (apart from those involving estimates) have had the most significant effect on
amounts recognised in the financial statements.

Stock valuation

The Group values stock on the basis of costs incurred in growing the fish remaining in the water at the
balance sheet date. Although a review is made at that point to ensure the carrying value of stock is not
greater than the likely eventual sale value, the volatility of market volumes and prices affect the future
accuracy of that calculation. With almost all such fish requiring the application of additional cost before
they reach market weight, a judgement of that must be made of the likely future cost to reach market. That
is done in detail as part of the budget process for the following year.

The methodology of allocating costs incurred in the year has been updated to provide a more accurate
reflection of the costs involved in rearing the fish stocks than the historic allocation methodology.

Depreciation

The company assumes a relatively conservative set of asset lives and recognises depreciation on a
straight line basis as the intention is to use any asset over its full life. As a result, net book value may be
overstated early in the asset life and understated later in life. The company continues to operate with many
assets recorded at nil net book value but which continue to contribute to the company’s operation.

Convertible debt -

The convertible debt held is non interest bearing, therefore under FRS 102 the Group is required to
amortise the loan using an imputed market rate of interest. The Group has discounted the convertible debt
at a rate equivalent to the estimated market rate of interest at issue for a similar instrument, to comply with
the accounting standards requirements. However, this debt is more closely described as deferred equity
than repayable loan, as it is more likely to be converted than repaid. The Group considers that disclosure
over and above the requirements of FRS 102 is required to fully explain the nature of the debt. The debt
can convert to preference shares which carry an 8% dividend and so the company has reported a
discounted value using that rate. Any such dividend will not be a cost to the company, as it is relevant only
in the calculation for distribution of assets amongst different classes of share.

3 Turnover and other revenue

An analysis of the group's turnover is as follows: ,
2016 2015

£ £
Turnover
Sale of goods 26,393,695 20,869,624
Grants received 135,720 246,164
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3 Turnover and other revenue

(Continued)

In the opinion of the directors it would be seriously prejudicial to the group's interests to disclose the

geographical analysis of turnover.

4 Exceptional costs/(income)

impairment of intangible assets

5 Operating loss

Operating loss is stated after bharging/(cfediting):

- Exchange gains
Government grants
Depreciation of owned tangible fixed assets
Depreciation of tangible fixed assets held under finance leases
Impairment of owned tangible fixed assets ’
Impairment of intangible assets
Cost of stocks recognised as an expense
Operating lease charges

2016 2015
£ £
- 1,023,755 -

2016 2015

£ £
(40,780) -
(135,720) (246,164)
980,394 934,211
329,901 271,572
168,634 35,533
- 1,023,755
22,329,691 17,464,005
154,616 195,275

£368,853 of depreciétion charged in the year is included in the year end stock valuation (2015: £295,382).

6 Auditors' remuneration
Fees payable to the company's auditor and its associates:

For audit services
Audit of the financial statements of the group and company

For other services
Taxation compliance services

2016 2015
£ £
25,000 20,750
3,750 3,600
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7 Employees

The average monthly number of persons (including directors) employed by the group during the year was:

2016 2015
Number - Number
Management ' 7 6
Administration 12 10
Operations 84 93
103 109

Their aggregate remuneration comprised:
2016 2015
£ £
Wages and salaries 3,148,682 2,824,248
Social security costs 275,982 262,255
Pension costs 69,724 106,353

3,494,388 3,192,856

8 Directors' remuneration

- 2016 2015

£ ) £

Remuneration for qualifying services 611,447 588,803
Company pension contributions to defined contribution schemes 38,453 26,980
649,900 615,783

Remuneration disclosed above includes the following amounts paid to the highest paid director:

Remuneration for qualifying services (including severance payments) 163,948 126,559

9 Interesﬁ payable and similar charges

2016 2015
£ £

Interest on financial liabilities measured at amortised cost:
Interest on bank overdrafts and loans - 302,653 194,542
Interest on finance leases and hire purchase contracts 97,796 121,511
400,449 316,053
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10 Taxation

1

2016 2015
£ £

Deferred tax )
Origination and reversal of timing differences (71,166) 327,362

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:

2016 2015
£ £
Loss before taxation (2,350,586)  (3,795,289)
Expected tax charge based on the standard rate of corporation tax in the UK :
of 20.00% (2015: 21.00%) (470,117) (797,011)
Tax effect of expenses that are not deductible in determining taxable profit 12,265 727,146
Unutilised tax losses carried forward - (438,738)
Adjustments in respect of prior years 153,341 52,692
Depreciation on assets not qualifying for tax aIIowances (5,546) (46,030)
Effect of overseas tax rates 79,635 -
Deferred tax adjustments in respect of prior years 2,408 -
Timing differences not recognised (98,701) -
Deferred tax not recognised 255,549 829,403
Tax expense for the year (71,166) 327,362

Impairments

Impairment tests have been carried out where appropriate and the following impairment losses have been
recognised in profit or loss:

2016 2015
£ £
in respect of: _ A
Intangible assets - 1,023,755
Property, plant and equipment 158,634 35,533
Recognised in:
Administrative expenses 158,634 18,676
Exceptional items : - 1,040,612
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11 Impairments (Continued)

During 2016, it was determined by the Directors that the value of property, plant and equipment held by
Snow Island Inc required to be impaired following the decision to wind down operations in Canada.

During 2015, it was determined by the Directors that the value of the sea sites of the Canadian operation
was impaired. ’

12 Intangible fixed assets

Group ) Goodwill Sea sites Total
£ £ £

Cost ' ,

At 1 April 2015 and 31 March 2016 223,755 2,278,956 2,502,711

Amortisation and impairment

At 1 April 2015 and 31 March 2016 223,755 1,145,824 1,369,579

Carrying amount

At 31 March 2016 - 1,133,132 1,133,132

At 31 March 2015 ' - 1,133,132 1,133,132

Company Goodwill Sea sites A Total
£ £ £

Cost

At 1 April 2015 and 31 March 2016 223,755 1,255,201 1,478,956

Amortisation and impairment

At 1 April' 2015 and 31 March 2016 223,755 122,069 345,824

Carrying amount

At 31 March 2016 - 1,133,132 1,133,132

At 31 March 2015 - 1,133,132 1,133,132
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13 Tangible fixed assets

Group Land and Plantand Motor vehicles Total

buildings machinery

freehold

£ £ £ £

Cost or valuation '
At 1 April 2015 1,863,384 14,242 516 514,647 16,620,547
Additions - 270,943 114,789 385,732
Disposals (69,473) (143,473) (67,979) (280,925)
Revaluation (31,827) - - (31,827)
Transfers (6,663) 6,663 .- -
Exchange adjustments 1,249 3,655 77 4,981
At 31 March 2016 1,756,670 14,380,304 561,534 16,698,508
Depreciation and impairment
At 1 April 2015 260,095 9,288,349 374,781 9,923,225
Depreciation charged in the year 118,895 1,487,468 72,785 °~ 1,679,148
Impairment losses - 168,634 - 168,634
Eliminated in respect of disposals (66,211)  (124,520) (42,829) (233,560)
Revaluation (99,353) - - (99,353)
Transfers (4,848) 4,848 - -
Exchange adjustments 64 1,549 35 1,648
At 31 March 2016 208,642 10,816,328 404,772 11,429,742
Carrying amount
At 31 March 2016 1,548,028 3,563,976 156,762 5,268,766
At 31 March 2015 1,603,289 4,954,167 139,866 6,697,322

More information on the impairment arising in the year is given in note 11.
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13 Tangible fixed assets (Continued)

Company Land and Plantand Motor vehicles Total
buildings machinery
freehold : .
£ £ £ £

Cost or valuation
At 1 April 2015 1,564,966 13,368,823 496,334 15,430,123
Additions - 270,943 114,789 385,732
Disposals (69,473) (143,473) (67,979) (280,925)
Revaluation (31,827) - - (31,827)
Transfers (6,663) 6,663 - -
At 31 March 2016 1,457,003 13,502,956 543,144 15,503,103
Depreciation and impairment
At 1 April 2015 244,903 8,923,094 366,491 9,534,488
Depreciation charged in the year 9,009 1,333,980 64,057 1,407,046
Eliminated in respect of disposals (66,211)  (124,520) (42,829) (233,560)
Revaluation (99,353) - - (99,353)
Transfers (4,848) 4,848 - -
At 31 March 2016 83,500 10,137,402 387,719 10,608,621
Carrying amount
At 31 March 2016 1,373,503 3,365,554 155,425 4,894,482
At 31 March 2015 1,320,063 4,445,750 129,843 5,895,656

The net carrying value of tangible fixed assets includes the following in respect of assets held under
finance leases or hire purchase contracts. The depreciation charge in respect of such assets amounted to

£329,901(2015 - £271,572) for the year.

Plant and machinery
Motor vehicles

Group Company
2016 2015 2016 2015
£ £ £ £
771,041 1,135,777 771,041 1,127,167
129,660 118,927 129,660 118,927
900,701 1,254,704 900,701 1,246,094

Land and buildings with a carrying amount of £877,424 were revalued at 4 November 2015 by Graham &
Sibbald, independent valuers not connected with the company, on the basis of market value. The valuation
conforms to RICS Valuation Standards and was based on recent market transactions on arm's length

terms for similar properties.
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13

14

15

16

Tangible fixed assets

(Continued)

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

included would have been as follows:

Cost
Accumulated depreciation

Carrying value

Fixed asset investments

Notes

Investments in subsidiaries 31

Financial instruments

Carrying amount of finénéial assets
Debt instruments measured at amortised cost

Equity instruments measured at cost less
impairment

Carrying amount of financial liabilities
Measured at fair value through profit or loss
- Other financial liabilities

Measured at amortised cost

Stocks

Raw materials and consumables
Finished goods and goods for resale

Grou'p Company
2016 2015 2016 2015.
£ £ £ £
879,019 879,019 879,019 879,019
162,816 144,966 162,816 144,966
716203 734,053 716,203 734,053
Group Company
2016 2015 2016 2015
£ £ £ £
- - 21 21
Group Company
2016 2015 2016 2015
£ £ £ £
3,783,872 1,758,678 3,917,521 1,737,146
- - 21 21
493,503 - 493,503 -
12,302,873 8,115,347 12,007,650 7,663,543
Group Company
2016 2015 2016 2015
£ £ £ £
273,872 304,979 273,872 304,979
8,517,836 6,618,954 8,617,836 6,618,954
8,791,708 6,923,933 8,791,708 6,923,933
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17

18

Debtors
Group Company

2016 - 2015 2016 2015
Amounts falling due within one year: £ £ £ .
Trade debtors 3,696,512 1,684,905 3,667,485 1,678,795
Amounts due from associate undertakings - - 186,086 -
Other debtors 251,484 185,823 228,074 170,401
Prepayments and accrued income 307,126 192,211 307,126 191,093

4,255,122 2,062,939 4,388,771 2,040,289

Loans and overdrafts

Group Company
2016 2015 2016 A 2015
£ £ £ £
Invoice discounting 2,499,303 1,234,874 2,499,303 1,234,874
Bank overdrafts ‘ 1,649,217 1,013,999 1,649,217 1,013,847
Shareholder loans 3,075,560 1,436,263 2,787,265 1,028,182

7,224,080 3,685,136 6,935,785 3,276,903

Payable within one year 5,182,827 3,410,962 4,963,520 3,063,721
Payable after one year 2,041,253 274,174 1,972,265 213,182

Shareholder loans above includes unsecured convertible loan notes which bear no interest and mature -
between 2024 and 2026. These loan notes may be redeemed at the principal amount or converted to fully
paid senior shares at the investors’ discretion. ’

During 2016, new loan notes totalling £3,257,998 were issued. As these loan notes were issued below a
market rate of interest, FRS 102 requires an imputed interest rate to be used to discount the borrowings
(refer to Convertible Debt critical judgement in Note 2). The difference between the principal and
discounted loan amounts is credited to other reserves. These loan notes have therefore been included
within Other loans at their fair value of £1,509,083.

The HSBC Bank plc and HSBC Invoice Finance (UK) Limited hold a floating charge over the assets of the
group and parent company.

The various properties owned by the parent company are subject to a standard security in favour of HSBC
Bank plc. :

In addition, Eksport Kreditt hold a bond and floating charge.
The above securities are subject to a ranking agreement.

A cross guarantee is in place between the parent company and its subsidiary undertakings.
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19 Creditors: amounts falling due within one year

20

21

Notes
Invoice discounting 18
Bank loans and overdrafts 18
Obligations under finance leases 21
Other borrowings 18

Trade creditors

Other taxation and social security
Derivative financial instruments
Accruals and deferred income

Group Company
2016 2015 2016 2015
£ £ £ £
2,499,303 1,234,874 2,499,303 1,234,874
1,649,217 1,013,999 1,649,217 1,013,847
411,220 464,091 411,220 461,666
1,034,307 1,162,089 815,000 815,000
3,688,676 2,879,830 3,681,748 2,841,253
140,770 87,702 102,602 75,170
493,503 - 493,503 -
475,510 197,693 468,554 192,222
10,392,506 7,040,278 10,121,147 - 6,634,032

Included within creditors due within one year above is the fair value of the derivatives (FX forwards) held
by the group as at 31 March 2016 which are being accounted for as cash flow hedges as permitted by
FRS 102. No derivatives were held at the prior year end.

Creditors: amounts falling due after more than one year

Notes
Obligations under finance leases 21
Other borrowings 18
Deferred income 24

Finance lease obligations

Future minimum lease payments due under
finance leases:

Within one year
In two to five years
In over five years

Group Company
2016 2015 2016 2015
£ £ £ £
978,897 1,086,290 978,897 1,083,721
2,041,253 274,174 1,972,265 213,182
640,312 519,906 640,312 519,906
3,660,462 1,880,370 3,591,474 1,816,809
Group -Company
2016 2015 2016 2015
£ £ £ £
411,220 464,091 , 411,220 461,666
978,897 994,559 978,897 991,990
- 91,731 - 91,731
1,390,117 1,550,381 1,390,117 1,545,387
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22

Deferred taxation

Deferred tax assets and liabilities are offset where the group or company has a legally enforceable right to
do so. The following is .the analysis of the deferred tax balances (after offset) for financial reporting

purposes:

Group

Accelerated capital allowances

Company

Accelerated capital allowances

Movements in the year:

Liability at 1 April 2015
Credit to profit or loss

Liability at 31 March 2016

Liabilities
2016
£

45,273

Liabilities
2016

m

45,273

Group
2016
£

116,439
(71,166)

45,273

Liabilities
2015
£

116,439

Liabilities
2015

m

116,439

Company
2016
£

116,439
(71,166)

45,273

The deferred tax liability set out above is expected to reverse within 12 months and relates to accelerated

capital allowances that are expected to mature within the same period.

-31-



LOCH DUART LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

23 Share capital

Ordinary share capital
Issued and fully paid
103,646 Ordinary shares of £1 each

Preference share capital

Issued and fully paid

63,020 B Preference shares of £1 each
346,947 A Preference shares of £1 each

During 2016 investors purchased 196,801 A Preference shares at a price of £2.50 per share.

The terms of the A and B preference shares provide the following preferred rights:

Group and company

2016
£

103,646

63,020
346,947

409,967

2015
£

103,646

63,020
150,146

213,166

(i) A dividend accruing at an annual rate equivalent to 8% of the price at which the preference shares were
acquired, but payable only in the event of a sale or liquidation (and only if the preference shares had not

been converted into Ordinary shares);

(i) A preference on liquidation or sale in respect of the amount paid by the investors when they acquired

their shares, plus the amount of the accrued dividend referred to at (a) above;

(iii) The right to convert into Ordinary shares.

24 Deferred income

Group Company

2016 2015 2016

£ £ £

Arising from Government Grants - 640,312 519,906 640,312

Capital expenditure grants of £256,125 (2015: £241,875) were received during the year.

25 Retirement benefit schemes
Defined contribution schemes

Charge to profit or loss in respect of defined contribution schemes

2016

£

51,548

2015

519,906

57,751

A defined contribution pension scheme is operated for all qualifying employees. The assets of the scheme

are held separately from those of the group in an independently administered fund.

-32-



'LOCH DUART LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

26

27

28

Reserves

Share premium
This reserve records the amount above the nominal value shares sold, less transaction costs.

Revaluation reserve
This reserve records the revaluation of assets in excess of historic cost.

Capital contribution reserve
This reserves represents the premium at which investors converted convertible debt into a capital
contribution through the issuance of preference shares.

Hedging reserve
Represents the deferred loss on derivatives classified as cash flow hedges.

Other Reserves

Contained within Other Reserves is the foreign currency translation reserve and the convertible loan note
reserve. The foreign currency translation reserve arises on consolidation of subsidiaries with functional
currencies different to that of the Group's functional and presentational currency, pounds sterling. The
convertible loan note reserve represents the equity component of the loan at initial issue less transfers to
retained earnings in respect of this component using the effective interest rate method.

Contingent Liabilities

The A and B preference share dividend payment is dependent on uncertain future events, being the sale or
liquidation of the business. As a result the potential liability at the balance sheet date amounting to £66,197
(2015: £49,144) has not been provided for in these financial statements. :

Related party transactions

During the year, the company rented land and buildings for £53,900 (2015: £53,550) from Scourie Estate
which is jointly owned by a director and other members of his family.

The company incurred interest of £33,539 (2015: £6,500) in respect of a loan from C Balfour, the wife of a
director. At the year end, the loan balance outstanding including interest due was £87,939 (2015: £65,000).

During the year the company made purchases totalling £86,015 (2015: £162,870) from Scottish Quality
Salmon Limited and Scottish Salmon Producers Organisation Limited, companies in which both Alan
Balfour and Alban Denton were directors during the year. Included in creditors at the year end is an
amount of £2,415 (2015: £11,933) due to the companies.

At the year end the company is due £nil (2015: £13,224) from Aquapemba Limitada.
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29 Operating lease commitments

Lessee

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 Company .
2016 2015 2016 2015
£ £ £ £
Within one year 238,752 405,909 238,752 405,909
Between two and five years 467,622 496,718 467,622 496,718
In over five years 224,425 334,630 224,425 334,630
930,799 1,237,257 930,799 1,237,257

30 Events after the reporting date

The Canadian Hatchery was sold in July 2016. The proceeds received from purchaser is in excess of the
carrying value of related assets as at 31 March 2016 therefore no additional impairments have been
identified as a result of the this post balance sheet event.

31 Subsidiaries

Details of the company's subsidiaries at 31 March 2016 are as follows:

Name of undertaking and country of Nature of business Class of % Held
incorporation or residency shareholding Direct Indirect
Salar Smokehouse Limited Scotland Dormant Ordinary 100.00
Drumbeg Salmon Limited  Scotland Dormant Ordinary 100.00
The Sustainable Salmon"  Scotland Dormant Ordinary

Company Limited 100.00
The Sustainable Food Scotland Dormant Ordinary

Company Limited 100.00
Snow Island Salmon Inc Canada Salmon farming Ordinary 100.00
Loch Duart (Mozambique) Scotland Dormant Ordinary

‘Limited 100.00
Atlantic Sea Smolt Inc* Canada Salmon farming Ordinary 100.00
Aquapemba Limitada Mozambique Dormant Ordinary 27.00

* Investment held directly by Snow Island Salmon Inc
32 Share Based Payments

During the year all share options outstanding were cancelled as part of the current funding round, This had
nil impact on the results for the year as the options not been recognised on the basis of materiality in prior
years.
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33 Cash generated from operations

Loss for the year after tax

Adjustments for:
Taxation charged
. Finance costs
Gain on diposal of tangible assets
Amortisation and impairment of intangible assets
Depreciation and impairment of tangible fixed assets
Movement in grant provision
Movement in associate debtor provision
Net effect of foreign exchange differences

Movements in working capital:
(Increase)/decrease in stocks
(Increase)/decrease in debtors
Increase in creditors

Cash (absorbed by)/generated from operations

2016 2015
£ £
(2,279,420)  (4,122,651)

(71,166) 327,362
400,449 316,053
(38,253) (247,441)

- 1,023,755
1,837,782 1,224,461
(135,720) (233,418)

- 13,224
(40,782) (13,370)
(1,867,775) 1,493,146
(2,298,204) 1,080,236
1,203,134 - 171,753
(3,289,955) 1,033,110

.35.



