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Xodus Group Limited

Strategic report

Principal activities

" The principal activity of the company is the provision of consultancy services to the oil and gas/energy sector and
services in the renewable; environmental; and decommissioning business areas. The company primarily operates in
. the UK; Europe; as well as having activities in the Middle East, Far East and Australasia.

Results and key performance indicators

In the year ended 31 December 2017, the company achieved turnover of £32.8 million (2016: £27.6 million) and
incurred an operating loss of £1.2 million (2016: loss of £6.9 million), including exceptional expenses of £615k (2016:
£2.6 million). The loss for the year before taxation amounted to £1.2 million (2016: £7.0 million). The directors do
not recommend payment of a dividend in the current or prior year.

The directors consider the key performance indicators of the business to be turnover, operating result and the non-
financial measure of staff utilisation.

Business review and future developments

In 2017 the business saw a softening in the decline in oil prices which has been prevalent in prior years with some
element of optimism emerging towards the end of the year. This was illustrated with the solid level of proposals and
invitations to tender received towards the end of 2017 which does auger positively for 2018. That being said during
2017 the prevailing market conditions necessitated further reductions in staffing and other cost savings to be -
implemented including scaling back presence in the Middle East. A significant reduction of overhead costs was
achieved in 2017 (as it was in 2016) and also variable Cost of Sales was also positively impacted. There is still however
excessive office space in a number of locations which we are working towards commg to an agreement upon or sub
letting where applicable and feasible.

Again both the Environmental services and the initiated Decommnsswmng business have shown potential and are
expected to further expand in 2018.

The Xodus Subsea Limited joint venture ceased tfading in 20}6 and is now a dormant company with all resources
transferred to Xodus Group allowing for these services to continue to be provided. This has strengthened the integrated
services of subsea, process & facilities and the environment group. The XMOS Joint Venture in 2017 generated no
return for Xodus Group however did not require funding. The participation in this Joint Venture is currently being
assessed internally by management. .

In February 2018, Subsea 7 Limited acquired a 60% interest in Xodus Group Holdings Limited, and has therefore
become the ultimate parent company. Chiyoda Corporation has retained a 40% interested in Xodus Group Holdmgs
Limited. _ . ;

Principal risks and uncertainties

The company faces a variety of risks and uncertainties, both foreseeable and unforeseeable. The board consider the
main risks to be: :

Unpredictability of oil & gas market

Activity levels are influenced by oil and gas price fluctuations. Any reduction in activity could lead to a decline in the
demand for the services provided by the company impacting utilisation and day rates. The company has put in place a
strategy to manage through the period of downturn and position the company to grow when market conditions improve.
In addition the company is expanding into othér business areas such as LNG and other midstream businesses aiming to
diversify its portfolio. ~



Xodus Group Limited

Strategic report (continued)

Principal risks and uncerfainties (continued)

’

Political risks

Political risks deter expansion and diversification of the company portfolio. The company manages political risk by
carrying out a risk assessment of all projects at proposal stage. The outcome and-impact of Brexn on the busm&ss is
unknown but it is being monitored by the directors.

The financial risk management policies and objectives are discussed in the Directors’ report on pages 4-5.

" Approved by the Board and signed on behalf of the Board

Stephen Swindell -
Directox:

28 Septeriber 2018



Xodus Group Limited

Directors’ report

The directors present their report and the audited financial statements for the year ended 31 December 2017.

Information on the principal activities, review of business, future developments and pnncnpal risks and uncertainties is
included in the Strategic Report.on pages 2 and 3.

Directors and Company Secretary

" The directors who each served throughout the year and to the date of this report except as noted below, are listed on
" page l.

Two directors resigned in 2017. Emma Kilner Abazed resigned on 13% September 2017 and Wim van der Zande .
resigned on 19% December 2017.

Existence of branches outside the UK .
The company has one reglstered branch outside the UK being in Abu-Dhabl, UAE..

Financial risk management .
The company’s activities expose it to a number of financial risks mcludmg cash ﬂow, credit, liquidity and mterest risk.

Cash flow risk

The company’s activities expose it primarily to the risks of changes in foreign currency exchange rates. The company
monitors exposure on an ongoing basis and considers the merits of forward contracts and hedging. At 31 December
2017 no contracts were in place.

Credit risk
The company’s principal financial assets are trade and other receivables as well as bank balances.

The company’s credit risk is primarily attributable to its trade receivables, amounts due from related parties and bank
and cash balances. The amounts presented in the balance sheet are net of allowance for doubtful receivables. An
allowance for impairment is made where there is an identified loss event which, based on previous experience, is
evidence of a reduction in the recoverability of the cash flows.

‘The company has no significant concentration of credit risk, with exposure spread over a number of counterparties and
customers.

_The credit risk on liquid funds is considered limited because the counterpar’aes are banks with crednt—ratmgs assigned
by recognised credit-rating agencies. : '

Liquidity risk
The company manages liquidity through cash generated from operations and has access to a mixture of short term debt
arrangements and funding from the wider Chlyoda group for ongoing operations.

Interest rate risk :
The company is exposed to interest rate risk on bonowmgs and monitors debt levels and assocnated finance costs-on an
ongoing basis to assist in developing appropriate measures and actions. -

Going concern

The company has net liabilities of £4.3 million as at 31 December 2017. The directors, having considered the financial
position of the company and future trading prospects and having received confirmation of the continuing financial
support of the immediate and ultimate parent company are of the opinion that the company will continue in operational
existence for the foreseeable future. Accordmgly, the directors continue to adopt the going concern basis in preparing
the financial statements. .



‘Xodus Group Limited

Directors’ report (continued)

Research and development

During 2017 the group continued to develop software updates as part of the upgrading process of internal soMe
systems. The associated costs expensed in the year were £221,000 (2016: £680,000).

Directors’ indemnities

The group has qualifying third party indemnity provxsxons in place for the beneﬁt of its directors which remain in force
at the date of this report.

Employee consultation and communication

We place considerable value on the involvement of its employees and has continued to keep tﬁem informed on matters
affecting them as employees and on the various factors affecting the performance of the Xodus group of companies.
This is achieved through formal and informal meetings and the group magazine, “XTRA™.

In preparing this Directors’ Report, the Directors have complied with S414C (11} of the Companies Act 2006 by
including certain disclosures required by S416 (4) within the Strategic Report.

The Company, as a qualifying entity, has taken advantage, in respect of its separate financial statements, of the
disclosure exemptions in FRS 102 paragraph 1.12. The Company’s shareholders have been notified in writing about
.the intention to take advantage of the disclosure exemptions and no objections have been received.

The Company also intends to take advantage of these exemptions in the financial statements to be issued in the following
year. Objections may be served on the Company by the shareholder holding in aggregate 5 per cent or more of the total
allocated shares in the Company. They should be served no later than 31 December 2017.

Auditor

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

e so far as the director is aware, there is ho relevant audit information of which the company’s auditor is unaware;
and .

e the director has taken éll the ‘steps that he/she ought to have taken as a director in order to make himself/herself
. aware of any relevant audit information and to establish that the company’s auditor is aware of that information.

This confirmation'is given and should be interpreted in accordance with the provxsxons of s418 of the Companies Act
2006. :

Approved by.the Board of Directors
and signed on its behalf

stephen Swindell

Director
28 September 2018 -



Xodus Group Limited

Directors’ responsibilities statement

The .directors are responsible for preparing the Directors’ report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law 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), including FRS 102 “The Financial Reporting
* Standard applicable in the UK and Republic of Ireland”. Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the company

. and of the profit or loss of the company for that period. In preparing these financial statements, the directors are required
to: ' : . :

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

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

e  prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.



Independent auditor’s report to the members of
Xodus Group Limited

Reporr on the audit of the financial statements
Opinion o
In our opinion the financial statements of Xodus Group Limited (the ‘company’): .

e givea true and fair view of the state of the company’s affairs as at 31 December 2017 and of its loss for the year
-then ended;
" e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and
. Republic of Ireland”; and .
e have been prepared in accordance with the requirements of the Companies Act 2006. -

We have audited the financial statements which comprise: -

the profit and loss accourit;

- the balance sheet;
the statement of changes in equity
statement of comprehensive income; and
the related notes 1 to 23.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK
and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

. We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the auditor's responsrbllmes for the audit of the financial
statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard, and we have fulfilled our .
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:

e the directors’ use of the gomg concern basis of accounting in preparation of the financial statements is not

" appropriate; or

o the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters.
Other information

The directors are respon51b]e for the other mformatlon The other information comprises the information included in the
annual report, other than the financial statements and our auditor’s report thereon, Our opnuon on the financial statements
does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express
" any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a material

"misstatement of the other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other mforrnatlon we are required to report that fact.

We have nothing to report in respect of these matters.



Independent auditor’s report to the members of
Xodus Group Limited (continued)

Responsxbilides of directors

As explained more fully in the directors’ responsnbxlmes statement, the directors are responsible for ‘the preparation of the

" financial statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
determine is necessary to enable the preparanon of financial statements that are free from material misstatement, whether
due to fraud or error.

In préparing the financial statements, the directors are responsﬁﬂe for assessing the company’s ability to continue as a going
concem, disclosing, as applicable, matters related to going concern and using the going concem basis of accounting unless
. the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements . ‘ )

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material -
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in‘accordance with ISAs (UK) will always detect
a material misstatement when it exists.- Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on -
the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org. uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Report o_li other legal and .regulatory requirements
Opinions on other matters prescribed by the Companies Act 2006
. In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for wluch the financial
statements are prepared is consistent with the financial statements; and
o the strategic report and the directors’ report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we
have not identified any material misstatements in the strategic report or the directors’ report.

Matiers on which we are required to report By exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

e adequate accountmg records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

o the 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

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

We have nothing to report in respect of these matters.
" Use of our report '

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies

Act 2006. Our audit work has been undertaken so that we might state to the company’s members those matters we are .
required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not

accept or assume 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.

LG)NLQ /
Lyn Cowie CA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP
Statutory Auditor

Aberdeen, United Kingdom
28-September 2018



Xodus Group Limited

Profit and loss account and statement of comprehensive income
For the year ended 31 December 2017

2017 2016

. Notes £°000 £°000
-Turnover o i - . 3 32,828 2?,626
Cost of sales | : - ‘ (26570)  (23,494)
‘Gross profit : ' | | 6,258 | 4,132
Administrative expenses - recurring o . (7,189) (9260
Administrative expenses - exceptional 5 615) (2,557
Other operating income . ' 365 774
Operating loss . 4 : ' (l;lél) 6,911) -
Interest payable and similar charges - 8 A (40) (69)
" Loss before taxation ' S (1,221) (6,980)
Taxation - \ o  (266) -
Loss for the financial year ' ' ' (1,487) (6,980)
Currency translation (loss)/income on foreign currency opera'tion ' (1)) ’ 84
Other comprehensive (loss)/income for the year &) 84
fotal comprehensive (_Ioss) for the year ‘ ‘ - - (1,544) - (6,896)

N

All of the result for the current and prior year relates to continuing operations.



Xodus GrOup.Limited

Balance sheet
As at 31 December 2017
2017 2016
Notes . £'000 £000
Fixed assets '
Intangible assets . - 10 1,354 1,388
Tangible assets : ’ 11 . 420 550
Investments S 12 ’ . 976 976
- 2,750 2,914
Current assets . -
Debtors - ' 13 . 15,521 13,677
Cash at bank and in hand , ' . : 225 311
_ - : : w . 15,746 13988 . .
Creditors: amounts falling due within one year 14 (22,095) (19,330)
Net current liabilities ) . o (6,349) (5,342)
Total assets less current liabilities N - (3,599) (2,428)
Creditors: amounts falling due after more than A ‘
one year - ) 1S (155) (1)
Provisions for liabilities 18 (550) - (321)
Net (liabilities) o ' o (4,304) (2,760)
Capital and reserves.
Called up share capital ' 19 235 235
Share premium ’ - . 115 115
Other reserves . . . 30,959 31,016
Profit and loss account ' : ‘ (35,613) (34,126)

Shareholders’ (deficit) ' ' 4304) - (2,760)

The financial statements of Xodus Group Limited, registered number SC286421, were approved by the board of
directors and authorised for issue on 28 September 2018.

Signed on behalf of the Board of Directors

Stephen Swindell
Director

10



Xodus Grbup Limited

Statement of changes in equity

For the year ended 31 December 2017

As at 1 January 2016 -
Loss for the financial year

Currency translation gain on foreign currency

operation
Total comprehensive (loss)/income
_As at 31 December 2016
Loss for the financial year =
Currency translation loss on foreign currency
operation .

Total comprehensive (loss)

As at 31 December 2017

Called-up Share Profit .
share - premium . . and loss Other
capital - account account reserves Total
£°000 £°000 £'000 £°000 £°000
235 115 (27,146) A 30,932 - 4,136 -
- - (6,980) - (6,980)
- - - 84 ’ 84
- - (6,980) 84 (6,896)
235 115 (34,126) 31,016 (2,760)
- - (1,487) . (1,487)
- - - 7. (57)
- - (1,487) (57) (1,544)
235 115 (35,613) . 30,959 . (4,304) .

11



Xodus Group Limited

Notes to the financial statements - _
For the year ended 31 December 2017 -

1. Accounting policies
The particular accounting policies adopted are described below.
General information and basis of accounting

Xodus Group Limited is a company limited by shares and is mcorporated in the UK under the Companies Act
2016, and is registered in Seotland The address of the registered office is given on page 1. The nature of the
company’s operations and its principal activities are set out in the strategic report on page 2..

The financial statements have been prepared under the historical cost convention and in accordance with
Financial Reporting Standard 102 (FRS 102) issued by the Financial Reporting Council.

The functional currency of Xodus Group Limited is considered to be pounds sterling being the currency of the
primary economic environment in which the company operates. The financial statements are presented in pounds
: sterhng

The company is a wholly owned subsidiary  of Xodus Group (Holdings) Limited. It is included in the
consolidated financial statements of Xodus Group (Holdings) Limited, which are publicly available (note 23).
The company is exempt by virtue of section 400 of the Companies Act 2006 from the requirement to prepare
consolidated financial statements. The financial statements therefore present information about the company as
an individual undertaking and not as a group.

Xodus Group Limited meets the definition of a qualifying entity under FRS 102 and has therefore taken
advantage of available exemptions in-relation to certain disclosures on financial instruments, related party
transactions within the group, remuneration of key management personnel, and presentation of the cash flow
statement.

Going concern

The company has net liabilities of £4.3 million as at 31 December 2017. The directors have considered the
financial position and trading prospects for the company and have also received confirmation of the continuing
financial support of the immediate and the ultimate parent (note 23). Accordmgly, the going concern basis
continues to be applied in prepanng the financial statements.

Tangible fixed assets

Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment. Depreciation is
provided at rates calculated to write off the cost of ﬁxed assets, ]ess their estimated resndual value, over their
expected useful lives as follows:

’

Furniture, fittings and equlpment 25-33% straight line

Tenant improvements 10-20% straight line, or period of lease if shorter
Computer equipment ’ 33% straight line
Investments '

Investments in subsidiaries and joint ventures are recorded at cost less impairment. Provision for impairment is
recognised when identified. '

Intangible assets

Goodwill represents the difference between amounts paid on the acquisition of a business and the fair value of
the identifiable assets and liabilities. It is amortised to the profit and loss account over its estimated economic
life, estimated at 10 years. -

 Licenses are recorded at cost and are amortised in equal instalments over their estimated economic lives, which
range from 3 to 10 years. Provisions are made for any impairment when identified.

12



- Xodus Group Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

1.

Accounting' policies (continued)

Foreign currencies

Transactions in foreign currencies are translated into pound sterling at the rate ruling on the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated into sterling at
rates of exchange ruling at the balance sheet date. Exchange gains and losses are recognised in the profit an
loss account. . :

The results of overseas operations are translated into sterling at the average rates of exchange during the period
and their balance sheets at the rates ruling at the balance sheet date. Exchange differences arising on translation
of the opening net assets and results of overseas operations are reported in other comprehensive income and
accumulated in equity. Other exchange differences are recognised in profit or loss in the period in which they
arise. : :

Leases

Assets held under hire purchase contracts and finance leases are capitalised as tangible fixed assets and
depreciated over the shorter of the lease term and their useful lives. Obligations under such agreements are
included in creditors net of finance charges. The finance element is charged to the profit and loss account over
the period of the lease so as to produce a constant periodic rate of charge on the net obligation outstanding.

-Rentals payable under operating leases are charged against income on a straight line basis over the lease term.

Pension

The company operates a defined contribution pension scheme. The annual cohtributions payable are charged to
the profit and loss account. Differences between payable in the year and contributions actually paid are shown

‘either as accruals or prepayments in the balance sheet.

Research and development

Research expenditure is written off as incurred. Development expenditure is also written off, except where the
directors are satisfied as to the technical, commercial and financial viabilities of individual projects. In such
cases, the identifiable expenditure is capitalised as an intangible asset and amortised over the expected period
of benefit. Provision.is made for any impairment when identified.

Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date.

Deferred tax is provided in full on timing differences which result in an obligation at the balance sheet date to
pay more tax, or right to pay less tax, at a future date, at rates expected to apply when they crystallise based on
current tax rates and law. Timing differences arise from inclusiori in terms of income and expenditure in taxation

"computations in periods different from those in which they are included in the financial statements. Deferred-

tax assets are recognised to the extent that it is regarded as more likely than not they will be recovered. Deferred
tax is measured at the average tax rates that are expected to apply in the periods in which the timing differences
are expected to reverse, based on tax rates and laws that have been enacted or substantively enacted by the
balance sheet date. '

13



Xodus Group Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

1.

Accounting policies (continued)
Turnover

Turnover represents the value of services rendered, net of sales taxes and discounts. Turnover represents the
value of services provided under contracts to the extent that there is a right to consideration and is recorded at
the fair value of the consideration received or receivable. Where a contract has only been partially completed at
the balance sheet date turnover represerits the fair value of the service provided to date based on the stage of
completion of the contract activity at the balance sheet date. Where payments are received from customers in
advance of services provided, the amounts are recorded as deferred income and included as part of creditors due
within one year. '

Exceptional items

Exceptional items, as disclosed on the face of the statement of the profit and loss account, are items which due
to their significance and/or non-recurring nature are deemed appropriate to identify separately in order to draw
them to the attention of the reader of the financial statements.

Financial mstruments

" Financial assets and financial liabilities.are recognised when the company becomes a party to the contractual

provisions of the instrument. Financial assets and financial liabilities are represented by cash and cash
equivalents, account receivables, borrowings, account payables and other financial liabilities.

When a financial asset or financial liability is recognised initially, it is measured at transaction price unless the

_ arrangement constitutes, in effect, a financing transaction. If an arrangement constitutes a financing transaction,

the financial asset or financial liability is initially measured at the present value of the future payments discounted
at a market rate of interest for a similar debt instrument.

The company has no financial instruments that upon their initial recognition are designated as at fair value
through profit or loss. Therefore, subsequent to initial recognition financial assets and liabilities of the company
are measured at amortised cost using the effective interest method, unless they are classified as payable or

- receivable within one year on initial recognition, in which case they are measured at the undiscounted amount
~ of the cash or other consideration expected to be paid or received net of impairment.

The effective interest method is a method of calculating the amomsed cost of a debt instrument and of allocating
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees and points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of the debt instrument,
or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

Financial assets are derecognised when and only when a) the contractual rights to the cash flows from the
financial asset expire or are settled, b) the company transfers to another party substantially all of the risks and
rewards of ownership of the financial asset, or c) the company, despite having retained some, but not al]
significant risks and rewards of ownership, has transferred control of the asset to another party.

Financial liabilities are derecogmsed only when the obligation specified in the contract is discharged, cancelled
Or expires.

The accounting policies for key financial instruments held by the company are set out below in this note
Cash and cash equivalents

Cash and cash equivalents include cash on hand cash with banks, and deposits with an original maturity of less
than three months.

14



Xodus Group Limited | » ﬂ A )

Notes to the financial statements (continued)
For the year ended 31 December 2017

1.

Accounting policies (continued).
Financial instruments (continued)
Accounts receivable

Accounts receivable held by the company, are non-interest bearing and currént, and are stated at transaction

" price, which approximates to their fair value on initial recognition Appropriate allowances for estimated

irrecoverable amounts are recogmsed subsequent to initial recognition in the profit and loss statement when there
is objective ev1dence that an asset is impaired.

Invoice discounting advance, other loans (“Borrowings”)

Borrowings are initially measured at the present value of the future payments discounted at a market rate of
interest for a similar debt instrument which is normally approximated by the amount of net proceeds received,

and are subsequently measured at amortised cost using the effective interest rate method. Any difference between
the proceeds and the settlement or redemption amount is recognised over the term of the bon'owmgs and recorded
as finance costs.

Trade and other accounts payable

Accounts payable are short term and are measured at the undiscounted amount of the cash or other consideration
expected to be paid which normally constitute a transaction price.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the accounting policies, Judgements estimates and assumptions are required about the
carrying amounts 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 subjedt to regular review. Revisions to accounting estimates are
recogmsed in the period in which the estimate is revised if the revision affects only that penod orin the period
of the revision and future periods if the revision affects both current and future periods.

. Critical judgements in applying the company’s accounting:policies

The critical Judgements made in the process of applying the company’s accounting policies which have the most
significant effect on the amounts recognised in the financial statements are considered below.

Revenue recognition.

For reimbursable day rate contracts turnover (£25, 638k) is recognised as the work is performed based on time
spent by personnel on respective projects and contracted day rates. Revenue recognition criteria is judged to be
satisfied through the time charged on respective projects with service revenue being recognised to the extent that
the receipt of the related revenues is considered probable.

Turnover for lump sum contracts (£7,190k) is palculat'ed by reference to the estimated stage of completion. In
making the judgement on the stage of completion management considers the value of work performed to date
as a proportion of the total contract value and prior history of completion of similar projects. :

15



Xodus Group Limited

Notes to the financial statements (continued) ~
For the year ended 31 December 2017

2. Critical accounting judgements and keéy sources of estimation uncertainty (continued)

Key sources of estimation uncertainty

Impairment of goodwill

Determining whether goodwill is impaired requires an estlmatlon of the value of the cash-generating units to
which goodwill has been allocated. The value calculation requires the identification of cash-generating units,
estimating the future cash flows expected to arise from each cash-generating unit and application of suitable
discount rates to calculate the present value. The carrying amount of goodwill at the balance sheet date is
£453,000 (2016: £589,000). No impairment loss has been identified in both the current and prior years.

Recoverability of 3" party debtors and related party balances

The recoverable value of trade and other debtors requires to be estimated. When assessing impairment of trade
and other debtors with third parties, consideration is given to factors including the current credit rating of the
debtor, the aging proﬁle and historical collection experience. The trade and othier debtors at 31 December 2017
are stated net of a provision of £134,662 (2016: £201 000)

Impairment of investments

Determining whether investments are impaired requires estimation of fair value. The assessment of fair value
considers the future prospects for the investments. The carrying amount of investments at the balance sheet date
is £976,000 (2016: £976,000), net of estimated unpalrment of £2,364,000. No impairment charge was recorded
in the current year.

Onerous lease provision

A provision for onerous lease contracts of £550, 000 exists at 31 December 2017 (2016: £321 000) and represents
the future lease paymerits that the company is presently obligated to make under non-cancellable contracts, less
future revenue expected to be achieved on the subletting, where applicable. The estimate will be impacted by
changes in the utilisation of the leased properties and sub-lease arrangements. '

3. Turnover -

Revenue represents to time based charges for consulting services in a number of areas including energy
production, technology development and environmental safety and compliance. No further analysis by class of
business is considered necessary.

An analysis of the company’s turnover by geographlcal market is set out below:

2007 2016

, £000 £2000

Europe : ' 25,933 21,278
Middle East 4 : 1,947 1,759
Far East and AustralaSIa ' 1,912 1,187
Africa _ 2,419 3,014
Ammerica ) ' . 617 388
32,828 " 27,626
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Xodus Grdup Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

4_

Operating loss

Operating loss is stated after charging:

Amortisation of intangible assets:
Goodwill

- Licences

Depreciation of tangible fixed assets:
Owned
Held under finance leases

Operating lease rentals:
Plant and machinery

* Other - '

Foreign exchange loss

Research and development expense

Fees payable to the company’s auditor and associates for:

Audit of the company’s annual accounts
Total audit fees
Tax compliance services and total non-audit

Total

Administrative expenses- exceptional .

2017 2016
£000 £000
10 136 136-
10 359 456
SV 175 367
11 4 58
73 9
1,473 1,470
119 18
21 433
2017 2016
£000 £2000
41 64
41 64
25 36
66 100

The exceptionhl costs of £615,000 (2016: £2,557,000). The restfucturing costs mainly represent redundancy

~ costs and onerous lease charges. These costs are identified as exceptional by virtue of-size.
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Xodus Group Limited

Notes to the financial statements (continued)

6.

For the year ended 31 December 2017

Staff costs

Staff costs, including directors’ remuneration, were as follows:

2017 2016
£000 £°000
Wages and salaries - o o 12,823 12,839
Social security costs : , . 1,389 1,317
Other pension costs (note 20) , ‘ 1,259 1,288
. _ 15,471 15,444
« The average monthly number of employees, including the directors, during the yéar was as follows:

' ‘ 2017 2016
No. No.
Directors ) . ' .3 3
Administration : ' 34 47
Technical ’ 152 154
189 204

Direcfdrs’ remuneration
2017 2016
£°000 £°000
Emoluments : ’ 518 662
- Company pension contributions to defined contribution pension schemes 26 35

' 542 697

During the year retirement benefits accrued to one duector (2016 two) in respect of a defined contnbuuon

pension scheme.

The hlghest paid director received remuneration of £170,000 (2016: £171 000)

Interest payable

2017 ¢ 2016

» £000 £’090

On bank loans and overdrafcs ) o - 1
Finance lease . . - . B L 6 12 .

Invoice discount interest . 34 56

40 69
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Xodus Group Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

9.  Taxation

2017
: £000
Analysis of tax charge in the year

Current tax

Foreign tax on income for the year ‘ . 266

2016
£000

Deferred tax
Origination and reversal of tiiming differences . -
Adjustment relating to prior year ’ -

Effect of changes in rates _ : , -

Total deferred tax ) . ‘ -

Tax on loss on ordinary activities ) : T 266

The standard rate of current tax for the year, based on the UK standard rate of corporation tax was 19.25 .%
(2016: 20%). The actual rate for the current year and the previous year differs from the standard rate for the

reasons set out in the following reconciliation:

2017 2016
£000 £°000
" . Losson ordinary activities before tax . (1,221) (6,980)
- (Loss) on ordinary activities multiplied by standard rate of corporation :
. tax in the UK of 19.25 % (2016: 20%) ' (235) (1,396)
Effects of:
Impairment of balances due from related parties - 276
Non-deductible expenses for tax purposes . 152 115
Effects of R&D relief - (64) -
Impairment of investment ’ . B 140
Deferred tax not recognised 198 865
Impact of overseas taxation 215 -
Total tax charge for the year . 266 -

19



Xodus Group Limited

Notes to the financial statements (continued)

For the year ended 31 December 2017

10. Intaligible assets

11.

Cost

At 1 January 2017
Additions )
At 31 December 2017

Amortisation
At 1 January 2017 .
Charge for the year

At.3l December 2017

Net book value
At 31 December 2017

At 31 December 2016

Tangible assets

Cost .
At 1 January 2017
Additions

At 31 December 2017
Depreciation

At 1 January 2017
Charge for the year
At 31 December 2017

Net book value
At 31 December 2017

At 31 December 2016

The net book value of assets held under finance leases included above is:

Computer equipment

Goodwill  Licences Total
£000 £000 £'000
1,270 3,042 4312
- 461 461
1,270 3,503 4,773
681 2,243 2,924
136 359 495
817 2,602 3,419
453 901 1,354
589 799 1,388
Furniture, ’
fittings and ~ Tenant Computer
equipment improvements equipment - Total
£°000 £000 £000 £000
756 1,683 3,073 5,511
- 14 - 35 49
756 1,697 - 3,108 5,560
741 1,250 2,971 4,961
15 66 98 179
756 1,316 3,069 5,140
- - 381 " 39 420
15 433 102 550
2017 2016 .
£'000 £°000 -

50
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Xodus Group Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

12. - Investments

. ' Investments’
Investments in joint
in subsidiaries ventures Total
. £2000 £000 £000
Cost ' C a .- ’
At 1 January 2017 and 31 December 2016 . - 539 2,801 - 3,340
Provision for impairment : ' )
At 1 January 2017 ) . - 2,364 2,364 .
Charge for the year ' - - -
At 31 December 2017 . ) - 2,364 2,364
Net book value . : ) : .
At 31 December 2017 539 437 976
At 31 December 2016~ - - _ . g 539 437 976
Subsidiary un’derta_kings-'
Proportion of
: ' ordinary shares held
Name of company Registered office Nature of business i
Xodus Group DMCC' ~  Unit 3601B, Floor 36, Saba Tower 1,  Oil and gas consulting : 100%

Jumeirah Lakes Towers, PO Box - .
487286, Dubai, United Arab Emirates

Xodus Group Pty 580 Hay St SE 150, 6000 Perth, Oil and gas consulting ~ 100%
, Australia _ : : ) :
Xodus Group A/S 8. Etasje, 0280 Oslo," . Oil and gas consulting 100%
: Norway : ‘ , .
Xodus Group Inc 11210 Equity Dr, STE 250, Non-trading - 100%
4 77041-8239,
Houston, USA . p
Xodus Group BV " Oranjestraat 4, ' Non-trading ‘ 100%
- \ 2514 JB “S-Gravenhage, ’ ’
Netherlands
Joint ventures ;
. ~ Country of T Nature of o . Proportion of
Name of company incorporation ‘business ordinary shares held
XMOS Africa Limited LR'NO 2/173 The Methodist, Non-trading : - 49%

Ministries Centre, 00200
Nairobi, Kenya :

Xodus Subsea Lirited Xodus House, Huntly Street, Non-trading 40%
Aberdeen, AB10 i{RS ' ) R
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. Xodu's Group Limited

- Notes to the financial statements (continued)

For the year ended 31 December 2017

Debtors’

13. '
2017 2016
T £°000 - £000
Trade debtors . 4,658 4,743
Amounts owed by group undertakings - 1,339 98
Amounts owed by related parties (note 22) . . 5,425 5,113
Prepayments and accrued-income 3,377 3,668
Other debtors 113 55
Research and Development Credit . ' 607 -
15,520 13,677

14.  Creditors: amounts falling due within one year
' 2017 2016
£°000 £°000
Finance lease obligations (note 16) R 130 11
Invoice discounting (note 16) ’ 2,412 1,453
Trade creditors ’ 1,830 1,105
Amounts owed to group undertakings . . 8,539 7,582
Amounts owed to related parties (note 22) ; » . 6,269 6,233
Social security and other taxes . . 812 633
Overseas tax payable - o 266 -
Accruals and deferred income ' : : . 1,502 1,871
Other creditors - ) 335 342
22,095 19,330
The invoice discounting advance is secured over the aﬁsociated trade debtors.
Amoﬁnts owed to group undertakings mainly represent amounts due to the immediate parent company, are
interest free and repayable on demand. -
15.  Creditors: amounts falling due after more than one year.
‘ ' 2017 2016
£°000 £000
' 11

Amounts owed by group undertakings mainly represent amounts due to the immediate parent company, are

interest free and repayable on demand.

Finance lease obligations (note 16) , 155
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Xodus Group Limited

Notes to the financial statements (continued)

For the year ended 31 December 2017

16.

17.

18.

Borrowings
2017 2016
- £000 £°000
Total borrowings:
Invoice discounting advance _ 2,412 1,453
Finance leases obligations o . 285 122 -
2,697 1,575
2017 2016
£000 £°000
The total borrowings above are repayable as follows: s
Within one year 2,542 1,575
Between one and two years _ . 155 -
2,697 1,575
" Finance lease obligations are secured over the relevant asset.
Deferred tax asset
2017 2016
£000 £°000
At 1 January ' - - .-
(Charge)/credit in year : - -
Adjustment in respect of prior years ’ - -

At 31 December - - : -

A potential deferred tax asset amounting to £1,740,000 (2016: £1,640,000) is not recogmsed as its recoverablhty
is dependent on future profitability and consndered uncertain in the foreseeable future.

Provisions for liabilities

Onerous

lease

, _ £°000
At 1 January 2017 _ - : 321

Transferred from fellow group undertaking : ’ . -
Charged to the profit and loss account . . 229
At31 December 2017 | | 550

The onerous lease provision is in relation to unoccupied properties. In the current and prior year, the company
vacated properties as part of restructuring measures. The provision represents the estimated shortfall in future
lease costs that will not be covered by sublet or alternative use within the company.
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Notes to the financial statements (continued)
For the year ended 31 December 2017

19.

20.

21.

Called up share capital and reserves

2017 2016

: ' ' £°000 £°000
Allotted, called up and fully paid . -

200,000 Ordinary A shares of £1 each 200 200

35,025 Ordinary B shares of £1 each ] 35 . 35

235 235

The Ordinary A & B shares rank pari passu with réspéect to dividends and have full voting rights. On the winding
up, liquidation or capital reduction of the company, the Ordinary B shares have right to repayment in advance
of the Ordinary A shares of the sum of £4.28 per share. Thereafter, after repayment of £1 per share to the holders
of A shares, the holders of A & B shares are entitled to share any remaining surplus assets of the company in
proportion to the number of shares owned.

The company’s other reserves are as follows:

The share premium reserve represents the premium arising on issue of equity shares, net of issue expenses.’

The profit and loss reserve represents cumulative losses.

The other reserve represents a in the prior year arising on the foregiveness of debtors due the immediate parent
company.

Pension commitments

The company operates a'defined contribution pension scheme. The assets of the scheme are held separately
from those of the company in an independently administered fund. The pension cost in the year amounted to
£1,259,000 (2016: £1,288,000). At 31 December 2017 contributions of £104,000 (2016: £107,000) were
outstanding, : :

Operating lease commitments

Total future minimum lease payments under non-cancellable operating leases are as follows:

Land and buildings : Other

- 2017 2016 2017 2016
£°000 £000 £000 £°000

Expiry date:. :
Within 1 year : 1,381 12 - ' 87
Between 2 and 5 years 2,367 1,912 - -
After more than 5 years 3,326 6,148 - -
7,074 . 8,072 - 87
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Notes to the financial statements (continued)
For the year ended 31 December 2017

22,

Related party transactions

The company has taken advantage of the exemptlon available under Financial Reporting Standard 102 with

regard to non-disclosure of transactions between wholly owned group companies.

The total remuneration for key management personnel of the company is disclosed in note 7. The company

considers key management personnel to be the directors.

Durfng the year the company rendered and purchased a range of consﬁlttng services to and from related parties ’
that are not subsidiaries of the wider group as summarised below. These amounts all relate to trading activities

and do not have any associated receivables or payables at year end.

2017 2016
Sales Purchases Sales Purchases
Related party . Relationship £000  £000 £°000 £000
Chiyoda Corporation and ~ Ultimate parent party 700 B V) 649 S
subsidiaries
. United Resources Limited = Immediate parent owmng .

: 9.9% interest - 329 - - 702

Xodus Subsea Limited and  Joint venture ' ' ’
subsidiaries ‘ : , 17 - 60 1,126 929

M - 401 1,775 1,636 -

In ‘addition to traiiing activities summarised above, the following transactions were performed with related

parties during the year:
The company advanced £ 20,000 to United Resources Ltd (2016: advanced £42,000).

The company acquired consulting services amounting to £746,000 (2016: £1,265,000) from two compames

controlled by one of the group directors.-

The following balances were outstanding with related pames at the end of the year

2017 2016
. ) . Due from Dueto  Due from Due to
Related party - ' Type of balance £000 £000 £°000 £000

. Chiyoda Corporationand  Trade balances and loans . ‘

subsidiaries - from related party ' - . 74 - 98 -
Xodus Subsea Limited Trade balances |, 4,880 6,269 4,865 - 6,233
DMCC Trade balances 203 . - - -
United Resources Limited ~ Loans to related party. 268 - 248 -
'5,425 6,269 5,211 6,233
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‘Notes to the financial statements (continued)

For the year ended 31 December 2017

23.

Ultimate parent company

The company’s immediate parent company is Xodus Group (Holdings) Limited, a company registered in
Scotland. The smallest group in which the results of the company are consolidated is that headed by Xodus
Group (Holdings) Limited. The group accounts may be obtained from the Registered Office, Xodus House,
Huntly Street, Aberdeen. The largest group in which the results of the company are consolidated is that headed
by Chiyoda Corporation, a company registered in Japan. Copies of the financial statements can be obtained
from Chiyoda Corporation, Minato Mirai Grand Central Tower, 4-6-2, Minatomirai, Nishi-ku, Yokohama 220—
8765, Japan. Chiyoda Corporation is not considered to have a controlling party.

In February 2018, Subsea 7 Limited acquired a 60%. interest in Xodus Group (Ho]dings) Limited, and has
therefore become the ultimate parent company. Chiyoda Corporation has retained a 40% interested in Xodus
Group Limited.
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