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ABERDEEN INFRASTRUCTURE LIMITED

REPORT OF THE DIRECTORS
For the year ended 31 December 2018

The Directors present their annual report and audited finandial statements for Aberdeen Infrastructure Umited
(the "Company") for the year ended 31 December 2018.

Incorporation
The Company was incorporated on 12 August 2008 and Is registered as a private company In the UK under
the Compantes Act 2006 (the "Act"). The Company's registration number is 06671204.

Registered office
The Company's registered office is Bow Bells House, 1 Bread Street, London, England, EC4M SHH.

Financlal risk management

The key risks and uncertainties faced by the Company are managed within the framework established for the
Investment Manager. Exposures to market risk, credit risk and liquidity risk arise in the normal course of the
Company's business. These risks are discussed, and supplementary qualitative and quantitative information is
provided in Note 11 to the finandal statements. The Company & funded by Aberdeen Infrastructure Partners
LP Inc. ("AIPLP"), and as a resutt liquidity risk is managed by the Company in conjunction with AIPLP,

Results and dividends
The Company's total comprehensive loss for the year was GBP3,690,139 (2017: GBP22,837). No dividends
were pald or recommended during the year (2017: GBPnil).

Future developments
The Company remains committed to the business of holding investments and will continue to manage its
existing and new investments in the future,

Directors and their interests
The Directors at the date of this report are as stated on page 1, all of whom served throughout the year.

A L Tennant and I H-Y Wong are also directors of Aberdeen Infrastructure Finance GP Limited, which is the
general partner of the Company's immediate parent undertaking, AIPLP.

Statement of Directors’ responsibitities in respect of the financial statements
The Directors are responsible for preparing the Report of the Directors and the audited finanda) statements in
accordance with applicable law (i.e. the Companies Act 2006) and regulations.

The Act requires the Directors to prepare financial statements for each finandial year. Under the Act, the
Directors have elected to prepare the finandal statements in accordance with Intemational Financial Reporting
Standards as adopted by the European Union ("IFRSS"). Under the Act, the Directors must not approve the
financial statements unless they are satisfied that they glve a true and fair view of the state of affairs of the
Company and of the profit or loss of the Company for that year.

In preparing these finandial statements, the Directors are required to:

* select suitable accounting policies and then apply them consistently;

* make judgements and estimates that are reasonable and prudent;

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

* prepare the financial statements on the going concern basis, unless it Is inappropriate to presume that
the Company will continue in business,



ABERDEEN INFRASTRUCTURE LIMEITED

REPORT OF THE DIRECTORS (CONTINUED)
For the year ended 31 December 2018

Statement of Directors' responsibilities in respect of the financial statements (continued)

The Directors are responsible for keeping proper accounting records that disdase with reasonable acruracy, at
any time, the finandal position of the Company and enable the Directors to ensure that the finandial
statements comply with the Companies Act 2006 and IFRSs. The Directors 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.

The Directors confirm that they have complied with the above requirements in preparing the audited finandal
statements.

Audit information
The Directors who held office at the date of appraval of this Report of the Directors confirm that, so far as
they each are aware, there is no relevant audit information of which the Company’s Independent Auditors are
unaware; and each Director has taken all the steps that he ought to have taken as a Director to make himself
aware of any relevant audit information and to establish that the Company's Independent Auditors are aware
of that information.

Subsequent events

The Directors have evaluated the impact of all subsequent events on the Company occurring between the end
of the reporting period and 18 July 2019, the date the financial statements were available to be issued and
has determined there were no subsequent events to report as at the date of signing this report and the
audited finandal statements.

Going concern

The Company fs currently in a net current liabllity position of GBPS02,76S. Included in this amount is
GBP7,641,656 which relates to Eurobond Interest due to the Company's immediate parent, AIPLP. AIPLP has
confirmed that notwithstanding the existing terms of the Eurobond, it will not demand repayment of principal
or interest untll the Company has suffident resources to continue in existence for the foreseeable future
following such payment. The company is also in a net liability position of GBP3,392,378. This is due to the
write off of the PFI Camden project debt securities which are no longer belleved to be recoverable following
the voluntary liquidation of the project. Due to timing issues the corresponding portion of the Eurchond was
redeemed by AIPLP on 9 May 2019 hence extingulshing the ilability and returning the Company to a positive
net assets position. The Directors have therefore determined that the Company has sufficlent resources to
continue in operation for the foreseeable future and that it is appropriate for the finandal statements to be
prepared on a going concern basis.

Brexit

Recent and ongolng developments around the Brexit process means there is continued political uncertainty
over the timetable and terms on which the UK will leave the EU. The appointed Investment Manager is a
global Investment manager that has been planning for a range of scenarios under which the UK could
eventually leave the EU - induding the possibility of leaving without a deal - and the Investment Manager has
put in place measures to mitigate the Impacts on its customers, clients and operations. The Directors in
conjunction with the Investment Manager will continue to follow developments closely and assess thelr
implicatlons In relation to their contingency planning. The_Directors’ priority is to ensure, whatever the
drcumstances of the UK's exit from the EU, the Investment Manager Is suitably placed to support the
Company.



ABERDEEN INFRASTRUCTURE LIMITED

REPORT OF THE DIRECTORS (CONTINUED)
For the year ended 31 December 2018

Independent Auditors
PricewaterhouseCoapers CI LLP have indicated thelr willingness to continue in office and a resolution to re-
appoint the Independent Auditors will be put forward at the forthcoming Annual General Meeting.

By order of the Board,

Director
18 July 2019



ABERDEEN INFRASTRUCTURE LIMITED

STRATEGIC REPORT
For the year ended 3% December 2018

The Directors present their strategic report on the Company for the year ended 31 December 2018.

Results and review of business

The total comprehensive result for the year Is set out In the Statement of Comprehensive Income on page 11,
The Directors consider the performance of the Company during the year and its financial position at the end of
the year, to be in line with the long term expected performance of the project, and its prospects for the future
to be satisfactory.

Principal activity

The Company operates as an investment holding company for its parent, AIPLP, and there has been no
change In that activity during the year. The Company holds AIPLP's debt portfolio of high quality, operational,
Private Finance [nitiative ("PFT")/Public Private Partnerships ("PPP") assets. This portfolio has been funded by
the issuance of a Eurobond acquired by AIPLP.

Principal risks and uncertainties

The key risks and uncertainties faced by the Company are managed within the framework established for the
Investment Manager. Exposures to market risk, credit risk and liquidity risk arise in the normal course of the
Company’s business. These risks are discussed, and supplementary qualitative and quantitative information is
provided in Note 11 to the finandial statements. The Company is funded by its immediate parent undertaking,
AIPLP, and as a result liquidity risk is managed by the Directars and the Investment Manager in conjunction
with AIPLP.

Key performance indicators

The Directors of the Company consider its operations to be consistent with those at the level of the immediate
holding companies that are managed by the Investment Manager. For this reason, the Company's Directors
believe that an analysis using key performance indlcators for the Company Is not necessary or appropriate for
an understanding of the development, performance or position of the business of the Company.

By order of the Board,

Zz

1HY Wong
Director
18 July 2019



Independent auditors’ report to the members of Aberdeen
Infrastructure Limited

Report on the audit of the financial statements

Opinion
[n ouropmmion, Aberdeen. Infrastructure Limited's financial statements:

* giveatrueand fir view of the state of the Company's affairs as at 31 December 2018 andiof its loss and cash flows
for the year then.ended;

* havebeen properly prepared in accordance with International: Financial Reporting Standards (IFRSs) as adopted
by the European Union; and

» havebeen prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, inclnded within the Annuoal Report and Audited Financial Statements (the
“Annuml Report”), which comprise: the statement of financial position as at 31 December 2018; the statement of
comprehensive mcome; the statement of cash fows, the statement of changes in equity for the year then ended; and the
notes to the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in eccordance with International Standards on Auditing (UK) ("ISAs (UK)") and applicable law.
Our responsibilities under 19As (UK) are further described in the Auditors' responsibilities for the audit of the financial
Statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the Company i accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC's Ethical Standard, as applicable to listed entities, and we have
fulfilled our other ethical responsibilities in accordance with these requirements.

Our audit approach
Overview
¢ Overall materiality: £1,214,000 (2017: £1,238,000), based on 1% of total assets.
f e »  Aberdeen Infrastructure Limited (the "Company™) operates as an investment holding
AMaters

vehicle for its parent, Aberdeen Infrastructure Partners LP Inc. ("AIPLP"). The
bookkeeping and administration of the Company are delegated to and carried out by
State Street (Guernsey) Limited (the "Administrator*}. Financial statements of the
Company are prepared by the Administrator and then reviewed by the representatives of
the Investment Manager and approved by the Board of Directors of the Company.

e We performed the audit of the Company for the year ended 31 December 2018. Our
audit was scoped by obtaining an understanding of the entity and its environment,

Audit soope
including internal controls and assessing the risks of material misstatement. Audit work
O to respond to the risks of material misstatement was performed directly by the audit
engagement team.
matters

eriahry

DITTIRNN o R L T

o Fair value of debt securities.

The scope of our audit

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financia}
statements. In particular, we looked at where the directors made subjective judgements, for example in respect of significant
accounting estimates that involved making assumptions and considering future events that are inherently uncertain. As in
all of our audits we also addressed the risk of management override of internal controls, including evaluating whether there

was evidence of bias by the directors that represented s risk of material misstatement due to fraud.
Key audit matters

Key audit matters are those matters that, in the auditors' professional judgement, were of most significance in the audit of
the financial statements of the current period and include the most significant assessed risks of material misstatement



Independent auditors’ report to the members of Aberdeen
Infrastructure Limited (continued)

(whetheron not due (o fiavd) identified by the anditors,

those which badl the greatest effect on: the overaf audis

strategy;, the allocatiom of resources in the andit; and\directing the efforts of the engagement: teanr. These matters, andiany
comments we make on the results of our procedures thereon, were addressadiin the context: of cur audit: of the financial
statementsas a whale, and! i forming our opiniom thereon;. and we do not provide ai separate opinfom om these matters: This

iz not & complete list of alll risks identified by our audit.

Key audit matter

How our audit addressed the key audit matter

Fair value of debt securities

The Company is a wholly owned subsidiary of AEPLP and
the holds ATPLP's debt portion of its portfolio of
Private Finance Initiative CPFL") and Public Private
Partnerships ("PPP") projects valued at £111,021,675 (the
“debt securities”). A sister entity of the Company (also
wholly owned by AIPLP} holds the cov ing equity
portion of AIPLP’s portfolio of PFE/PPP assets (the “equity
secusities”).

The debt security and equity security of each PF1/PPP asset
is managed collectively as a single investment (a “project”),
as the debt and equity portioa of any one single investment
cannot be realised sepacately. These are collectively
measured at fair value with consideration for the net present
value of the estimated future debt and equity cash flows
based on a discounted cash flow model (the “income
approach”). As described in the Critical Accounting
Estimates and Judgements Note (Note 12 in the financial
statements), the carrying value apportioned to the debt
security element of the packaged investment is represented
by its amortised cost using the effective interest rate
method, which is considered to be a reasonable proxy of the
fair value.

The fair value of these debt securities has been assessed as a
key audit matter due to the significant judgement required
and assumptions applied in determining the appropriate
values of the projects in which the debt securities are held.

The key areas of judgement concerning the following factors
in the valuation methodology are:

o forecasted future cash flows - enhancements made
to underlying project cash flows to enhance or
change the timing of cash flows from the PFI/PPP
infrastructure projects; and

e  discount rates - the determination of the
appropriate discount rate for each project that is
reflective of current market and industry conditions
(i.e. macro-economic assumptions such as interest
rates, inflation rates, the effects of political
developments and trends on these assumptions)
and the specific risks as applicable to each project.

The carrying value of the debt securities is represented by
theiramortised cost using the effective interest rate method,
which is considered to-be a reasonable proxy of their fir
value.

This:is considered to be industry practice and we have
reviewed a recent third party transaction in whiche similar
projects were sold. The purchase consideration contractually
apportioned to the debt securities was representative of the
amortised cost using the effective interest rate method
(thereby demonstrating that this is a proxy te fair value)
with the excess valoe determined by the cash flow model
attributed to the equity secarities.

The methodology of detesmining the fair valoe of the debt
securities is considered to be appropriate.

Controls evaluation

The Investment Manager prepares quarter-end project
valuations. We obtained an understanding of the design and
implementation of controls in operation over these
valuations, and specifically tested the operating
effectiveness of their periodic review and approval by the
Aberdeen Alternatives Pricing Committee ("Pricing
Committee”) with no exceptions noted.

Integrity qf cash flow models:

Each project produces a detailed discounted future cash flow
model for their lenders (“lender models™). The Investment
Manager uses these models to prepare simplified cash flow
models containing only the cash flows relevant to the
Company ("simplified models”).

We tested the integrity of the respective simplified models
for the sampled projects, specifically performing the
following;:

e reconciling the gross project cash flows from lender
models to simplified models;

o recalculating simplified cash flows by applying the
Company's ownership share to the lender model
cash flows; and

¢ recalculating the net present value of the projecis by
applying the respective discount rates approved by
the Pricing Committee and verified by PwC.

We verified that the carrying value apportioned to the debt
security element of each project is accurately calculated and
the value correctly recorded in the baoks and records.

We have not identified any exceptions as a result of the
procedures described above.




Independent auditors’ report to the members of Aberdeen
Infrastructure Limited (continued)

Key audit matter How owr audit addressed the key audit matter

Forecasted cash flow assumptions:

We held discussions with the Investment Manager-in
relation to all project entities to understand their
performance.

Weassessed the valuation movements on each project
focusing on changes since the previous reporting date. Using
a risk based approacly, we performed follow up procedures,
including an inspection of supporting documentation, to
assess and challenge the impact of the specific issues, if any,
on the forecasted cash flows.

We selected a sample of projects and performed the
following procedures:

e with the assistance of PwC valuation experts, we
identified the key assumptions used to determine
the underlying variable cash flows in the lender
models, including assumptions that require
significant judgement or are subject to complex
regulatory requirements;

® e tested historical accuracy of forecasting by
comparing the historical forecast relevant cash
flows from the projects to the actual figures; and

® weinspected the latest financial statements of the
respective projects for evidence of impairment
indicators and inconsistencies with the cash flow
models.

Based on the work performed, we deem management's
forecasted cash flow assumptions to be reasonable,

Benchmarking discount rates and other valuation
assumptions:

With the support of our PwC valuation experts, we
challenged the Company's discount rates and
macroeconomic assumptions applied in the valuation
models by benchmarking these to independent market data,
including recent market transactions, and using our
valuation expert’s experience in valuing similar investments.
We further assessed the reasonableness of the Investment
Manager’s assumptions by comparing these to the
assumptions used by peer companies.

We found the assumptions to be consistent and in line with
our expectations.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial
Statements as a whole, taking into account the structure of the Company, the accounting processes and controls, and the
industry in which it operates.

Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for
materiality. These, together with qualitative considerations, helped us to determine the scope of our audit and the nature,
timing and exteat of our audit pracedures on the individual financial statement line items and disclosures and in evaluating
the effect of misstatements, both individually and in aggcegate on the financial statements as a whole.



Independent audifors’report to the members of Aberdeen
Infrastructure Limited (continued)

Basedl om our professimsd fudgenrent;, we deteonrimed materinlity for the financiaflstatements g o ofolke as Gllws:

Ovevalll mateviality £, 214,000 (1o1p: £1,23R000)

| Hour we deternmined &t 1% offtotal assets:.

Wﬁrw Wewkmmmnm-&emngmmhyt&ewehn&nh
applied assessing the perfirmance of the entity, and is 2 generaily aerepted aunditing

Weagreed) with the Amd¥t Courmittee thatt we wonlk regort te thern mrisstrtements identifted during our audit abave
£60,700 (2037: £5,500) a5 well as misatatements below that amount that, im ourr view; wasranted reparting for qualitative
reasons.

Conclusions relating to going eoncern
[SAs (UK} require us to report to you wiien:
e the directors’ use of the gping concern basis of accounting in the preparation of the financial statements is mot
appropriate; or
e  thedirectors have not disclosed i the financial statements any identified matesial uncertainties that may cast
significant doubt about Lhe Company’s ability to continue to adopt the going comcem basts of zcoounting fora
period of at [east twelve months from the date witen the financfal statements are authorised for issue.
We have nothing to report in respect of the above matters.

However, because not all fature events or conditions can be predicted, this statement is not a gnarantee as to the Company’s
ability to continue as a going concern. For example, the terms on which the United Kingdom may withdraw from the
European Union are not clear, and it is difficolt {o evaluate all of the potential implications on the Company and the wider
economy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit apinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance 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 an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities.

With respect to the Strategic Report and Report of the Directors, we also considered whether the disclosures required by the
UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us also
to report certain opinions and matters as described below.

Strategic Report and Report of the Directors

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Report of the Directors for the year ended 31 December 2018 is consistent with the financial statements and has been
prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the Company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Report of the Directors.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors' responsibilities in respect of the financial statements set out on pages
2 and 3, the directors are responsible for the preparation of the financial statements in accordance with the applicable
framework and for being satisfied that they give a true and fair view. The directors are also responsible for such internal



Independent auditors’ report to the members of Aberdeen
Infrastructure Limited (continued)

control as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company's ability to continue as a
going concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting
uniess the directors either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do
so.

Auditors’ 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 auditors’ 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 vsers
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.fre.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the Company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
* wehave not received all the information and explanations we require for our audit; or

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

¢  certain disclosures of directors' remuneration specified by law are not made; or
»  the financial statements are not in agreement with the accounting records and returns.
We have no exceptions to report arising from this responsibility.

——

Adrian Peacegood (Senior Statutary Auditor)
for and on behalf of PricesvaterhouseCoopers CI LLP
Chartered Accountants and Statutory Auditors
Guernsey, Channel Islands

19 July 2019
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ABERDEEN INFRASTRUCTURE LIMITED:

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 Becember 2018

Notes
Income
Bank interest income
Interest income 3
Total income
Expenses
Administration fees
Audit fees 4
Eurobond interest 9,14

Filing and regulatory fees

Net change In finandal assets at fair value through profit or 6
loss

Other operating expenses

Total expenses

Operating (loss) / profit

Tax 5
Loss on ordinary activities after tax

Total comprehensive loss for the year

Attributable to Equity holders:
Total comprehensive loss for the year

The notes on pages 15 to 32 form part of these financial statements.

1

2018 2017
GBP GBP
2,055 43
13,028,678 13,798,437
13,030,733 13,798,480
9,430 12,522
5,100 4,200
12,987,638 13,738,437
5,608 6,118
3,662,016 -
10,040 40
16,679,832 13,761,317
(3,649,099) 37,163
41,040 60,000
(3,690,139) (22,837)
(3,690,139) (22,837)
(3,690,139) (22,837)




ABERDEEN INFRASTRUCTURE LIMITED

STATEMENT OF FINANCIAL POSITION

As.at 31 December 2018
2018 2017

Notes GBP GBP
Assets
Non-current assets
Financiaf assets at fair value through profit or lbss 6 111,021,675 117,604,932
Total non-current assets 111,021,675 117,604,932
Current assets
Receivables and prepayments ? 5,194,555 4,875,408
Cash and cash equivalents 1,606,713 1,366,982
Total current assets 6,801,268 6,242,390
Total assets 117,822,943 123,847,322
Equity and liabilities
Equity
Share capital 8 10,000 10,000
Retalned (losses) / earnings (3,402,378) 287,761
Total (deficit) / equity (3,392,378) 297,761
Liabilities
Non-current liabilities
Eurobond capital 9 113,511,288 116,038,271
Total non-current liabilities 113,511,288 116,038,271
Current liabllitles
Eurobond interest payable 9 7,641,656 7,452,832
Payables and accruals 10 9,983 9,325
Tax payable 52,394 49,133
Total current liabilities 7,704,033 7,511,290
Total liabilities 121,215,321 123,549,561
Total equity and liabilities 117,822,943 123,847,322

The financlal statements were authorised for issue by the Board of Directors of the Company and signed on its
behalf by:

IHY Wong/ ?(\_

Director
18 July 2019

The notes on pages 15 to 32 form part of these financial statements.
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ABERDEEN INFRASTRUCTURE LIMITED

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 Becember 2018

Retained Total
Share capital earnings equityf(deficit)
GBP GBP GBP
As at £ January 2017 10,600 310,598 320,598
Total comprehensive lass for the year - (22,837) €22,837)
As at 31 December 2017 10,600 287,761 297,761
Total comprehensive loss for the year - (3,690,139) (3,696,139)
As at 31 December 2018 10,000 (3,402,378) (3,392,378)

The notes on pages 15 to 32 form part of these financial statements.
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ABERDEEN INFRASTRUCTURE LIMITED

STATEMENT OF CASH FLOWS
For the year ended 31 December 2018

Notes
Cash flows from operating activities
Acquisitions of debt securities 6
Repayment of debt securities 6
Interest Income received 3
Amounts paid to related parties 14
Bank interest recelved
Operating expenses paid
Tax 5
Net cash flow generated from operating activities
Cash flows from financing activities
Eurobond capital pald ]
Eurobond interest paid 9

Net cash flow used in financing activities

Net Increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

2018 2017
GBP GBP
(14,034) (96,916)
2,935,275 415,568
12,709,531 12,503,616
i (1,650,000)
2,055 43
(29,520) (26,011)
(37,779) (29,703)
15,565,528 11,116,597
(2,526,983) (659,475)
(12,798,814) (12,242,597)
(15,325,797) (12,902,072)
239,731 (1,785,475)
1,366,982 3,152,457
1,606,713 1,366,982

The notes on pages 15 to 32 form part of these financial statements.
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018

1. GENERAL INFORMATION

The Company Is.a private company limited by shares and Is incorporated’ and domiciled In the UK. The address
of [ts registered office is Bow Bells House, 1 Bread Street, London, England;, EC4M SHH.

The Company aperates as an investment holding company.

These financial statements were authorised for issue by the Board of Directors of the Company on 18 July
2019.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The prindpal accounting polides applied in the preparation of these financial statements are set out below.
These policies have been consistently applied throughout the year, unless otherwise stated.

2.1 Basis of preparation

The financial statements of the Company have been prepared on a going concern basis in accordance with
applicable law (i.e. the Companies Act 2006) and IFRSs. The Directors have considered the presentational
requirements of the UK Companies Act 2006 and amended the format so that the financial statements present
each line item In 3@ manner that reflects its nature. The finandal statements have been prepared under the
historical cost convention, as modified by the revaluation of financial assets and financial liabilities at fair value
through profit or loss.

The preparation of finandal statements In accordance with IFRSs requires the use of certain critical accounting
estimates. It also requires the Directors to exercise judgement in the process of applying the Company's
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements, are disclosed in Note 12.

The Directors acknowledge their responsibllities for complying with the requirements of the Act with respect to
accounting records and the preparation of the finandal statements.

The Company Is currently in a net current liabllity position of GBPS02,765. Induded In this amount is
GBP7,641,656 which relates to Eurobond interest due to the Company's immediate parent, AIPLP. AIPLP has
confirmed that notwithstanding the existing terms of the Eurobond, It will not demand repayment of princpal
or interest until the Company has suffident resources to continue in existence for the foreseeable future
following such payment. The company is also in a net liability position of GBP3,392,378. This is due to the
write off of the PFI Camden project debt securities which are no longer believed to be recoverable following
the voluntary liquidation of the project. Due to timing issues the corresponding portion of the Eurobond was
redeemed by AIPLP on 9 May 2019 hence extinguishing the liability and returning the Company to a positive
net assets position. The Directors have therefore determined that the Company has sufficient resources to
continue in operation for the foreseeable future and that it Is appropriate for the financial statements to be
prepared on a golng congern basis.

(a) Standards and amendments to existing standards effective 1 January 2018
IFRS 9 'Anandal Instruments’ became effective for annual periods beginning on or after 1 January 2018. It

addresses the classification, measurement and derecognition of financlal assets and liabilities and replaces the
multiple classification and measurement models in IAS 39.
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.1 Basls of preparation (continued)
(a) Standards and amendments to existing standards effective 1 January 2018 (continued)

Cassffication and measurement of debt assets Is driven by the entity's business model for managing the
financial assets and the contractual cash flow characteristics of the finanaal assets. A debt instrument Is
measured at amertised cost i the objective of the business model & to hold the finandal asset for the
callection of the contractual cash flows and the contractual cash flows under the instrument solely represent
payments of principal and interest (SPPI). A debt Instrument is measured at fair value through other
comprehensive mcome If the objective of the business mode! is to hold the financial asset both to collect
contractual cash flows from SPPI and to sel, Al other debt Instruments must be recognised at fair value
through profit or loss. An entity may however, at initial recognition, Irrevocably designate a finandal asset as
measured at fair value through profit or loss if doing so eliminates or significantly reduces a measurement or
recognition inconsistency. Derivative and equity instruments are measured at fair value through profit or loss
unless, for equity instruments not held for trading, an irrevocable option is taken to measure at fair value
through other comprehensive income. IFRS 9 ako Introduces a new expected credit loss (ECL) impairment
model,

In determining the value of the Company’s investments in debt securitles, it has always been the Company’s
policy to classify the debt securities at fair value through profit or loss. In light of these facts, with the
application of IFRS 9, the Directors have determined that there will be no Impact to the Company.

IFRS 15, 'Revenue from Contracts with Customers', specifies how a company should recognise revenue, as
well as requiring those companies to provide users of financial statements with more Informative and relevant
disdlosures. It replaced IAS 18 which covered contracts for goods and services and IAS 11 which covers
construction contracts, The new standard provides a single, principles based five-step model to be applied to
all contracts with customers. Management has assessed the income streams disdosed in the finandal
statements and have concluded that no change is required to be made as the recognition methodology of
income as they were In line with the new standards recommendations In the prior year.

(b) New standards, amendments and interpretations effective after 1 January 2018 and have not
been early adopted

A number of new standards, amendments to standards and Interpretations are effective for annual periods
beginning after 1 January 2018, and have not been applied in preparing these financial statements. None of
these are expected to have a significant effect on the finandal statements of the Company.

2.2 Investment Entity

The Company has determined that it meets the definition of an Investment Entity per IFRS 10 as the following
conditions exist:

a) The Company has obtalned funds for the purpose of providing investors with professional investment
management services;

b)  The Company's business purpose, which was communicated directly to investars, is investing for capital
appreciation and investment income; and

¢)  The investments are measured and evaluated on a falr value basis.
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.2 Investment Entity (continued)

In determining the Company's status as an Investment Entity in accordance with IFRS 10, the Company
considered the following:

a) The Company's parent entity has raised commitments from a number of investors in order to raise
capital to invest In infrastructure investments through the Company and to provide the investors with
investment management services with respect to these infrastructure Investments;

b) The Company Intends to generate capital and income retumns from its infrastructure investments which
will, in tum, be distributed in accordance with the Company's policy; and

c) The Company evaluates its infrastructure investments' performance on a fair value basis, in accordance
with the policies set out In these finandal statements.

Although the Company met ail three defining criteria, it has also assessed the business purpose of the
Company, the investment strategles for the infrastructure investments, the nature of any earnings from the
infrastructure investments and the fair value models. The Company made this assessment in order to
determine whether any additional areas of judgement exist with respect to the typical characteristics of an
Investment Entity versus those of the Company.

2.3 Foreign currency translation

{a) Functional and presentation currency

The operating and Investing activities of the Company Is denominated in Pounds Sterling ("GBP"). As such the
performance of the Company is measured and reported in GBP. The Directors consider GBP as the currency
that mast faithfully represents the economic effects of the underlying transactions, events and conditions of
the Company. The financial statements are presented in GBP, the Company’s functional and presentation

currency.

(b) Translations and balances

fForelgn currency transactions are transiated Into the functional currency using the exchange rates prevalling at
the date of the transaction. Forelgn currency assets and liabllities, other than finandal assets and liabilities at
fair value through profit or loss are translated into the functional currency using the exchange rate prevalling
at the Statement of Finandial Position date.

Forelgn exchange gains and losses arising from translation are included in the Statement of Comprehensive
Income.

2.4 Financial assets and financial liabilities at fair value through profit or loss

(a) Classification
Financial assets and finandal liabilities are classified as held for trading or designated as at fair value through
profit or loss by the Board of the Directors at inception:

(7) Financial assets and liabliiities held for trading

A financlal asset or financial liabllity is dassified as held for trading if it is acquired or incurred principally
for the purpose of seliing or repurchasing in the near term or if on initial recognition is part of a portfolio
of Identifiable finandial investments that are managed together and for which there is evidence of a
recent actual pattern of short-term profit taking.

The Company did not hold any finandial assets or liabilities for trading as at 31 December 2018 or
31 December 2017.
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCXAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.4 Financial assets and financial liabilities at fair value through profit or loss (continued)

(a) Classification (continued)

(il) Financial assets and liabilities designated at fair value through profit or loss at inception
Financial assets and financial liabllities designated at fair value through profit or loss at inception are
financial instruments that are not dassifled as held for trading but are managed, and their performance
Is evaluated on a fair value basis in accordance with the Company’'s documented investment strategy.

The Company's policy requires the Investment Manager to evaluate the information about these financiat
assets and Habilities on a fair value basls together with other related finandal information,

(b) Recognition, derecognition and measurement
Financal assets and finandal liabilities at fair value through profit or loss are initially recognised at fair value.
Transaction costs are expensed as incurred In the Statement of Comprehensive Income.

Finandal assets are derecognised when the rights to recelve cash flows from the Investments have expired or
the Company has transferred substantially all risks and rewards of ownership.

Subsequent to initial recognition, all financial assets at falr value through profit or loss are measured at fair
value. Galns and losses arising from changes in the fair value of the ‘financial assets at fair value through
profit or loss' category are presented in the Statement of Comprehensive Income within net changes in fair
value of financial assets at fair value through profit or loss in the period In which they arise.

As an investment entity, the Company has always measured the debt Investments at fair value. In the prior
year the debt securities were described as loans and receivables. This has been updated In the current year
finandal statements with all investments now described In the Statement of Financial Pasition as "Financial
assets at fair value through profit or loss".

Interest income from financlal assets at falr value through profit or loss is recognised in the Statement of
Comprehensive Income within in accordance with Note 2.9,

(c) Fair value estimation
Falr value Is the price that would be received to sell an asset or paid to transfer a liabllity in an orderly
transaction between market participants at the measurement date.

The Company Is @ wholly owned subsidiary of AIPLP and holds AIPLP's debt portion of its portfollo of PFI/PPP
assets ("debt securities"). The sister entity of the Company wholly owned by AIPLP, Aberdeen Infrastructure
(No.3) Limited ("AI(No 3)L") holds the corresponding equity portion of its portfolio PFI/PPP assets ("equity
securities"),

AIPLP's palicy is to manage and value the debt and equity securities in PFI/PPP assets as a single investment
measured at fair value, as the investments were made at the same time and cannot be realised separately.
The valuation technigue for determining the fair value of such single investment is the net present value of
estimated future debt and equity cash flows based on a discounted cash flow model,

The discount rate used by AIPLP is based on the risk-free rate of the economic environment in which portfolio
companies operate and is adjusted with other factors such as liquidity, credit and market risk factors. The cash
flows used In the discounted cash flow models are based on projected cash flows or earnings of the portfolio
companies.
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS: (CONTINUED)
For the year ended 31 December 2018

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.4 Financial assets and financial liabilities at fair value through profit or loss (continued)

(<) Fair value estimation {continued)

On an exit event AIPLP's management expect that a purchaser would settle for the principal amount of project
companies’ outstanding debt and repay the debt or refinance on different terms. Despite the debt and equity
securities being held through separate legal entitles they are intrinsically linked and cannot be realised
separately hence the sub-debt and equity are effectively stapled! together with the purchase consideration
contractually apportioned to the debt securities being representative of the amortised cost using the effective
interest rate methad, and the excess value determined by the cash flow model attributed to the equity
securities.

As such the management have assessed that amortised cost using the effective interest rate method is a
reasonable proxy for the fair value of its debt securities. Management have further evaluated this valuation
technique to be reasonable through the analysis of several market transactions that are similar in nature.

2.5 Receivables and prepayments

Receivables are Initially recognised at fair value and measured subsequently at amortised cost using the
effective interest rate method. Prepayments are amounts paid in advance and amortised over the relevant

period.

Such assets are short term in nature and the canying velue of these assets Is considered to be approximate to
their fair value. All assets are reviewed at each balance sheet date to determine whether there is any
indication of impairment. If any such indication exists, the asset’s recoverable amount Is estimated based on
expected discounted future cash flows, Any change in fevels of impairment is recognised directly in the
statement of comprehensive income. An impalrment loss Is reversed at subsequent finandal reporting dates to
the extent that the asset's carrying amount does not exceed its camrying value, had no Impairment been
recognised.

2.6 Cash and cash equivalents

Cash and cash equivalents consist of cash balances that are freely available and other cash balances with an
original maturity of three months or less, and bank overdraft. Cash and cash equivalents of the Company
consist solely of cash at bank.

2.7 Payables and accruals

Payables and accruals are Initially recognised at fair value and subsequently stated at amortised cost using the
effective interest rate method. Payables and accruals are derecognised when the obligation under the liability
Is discharged or cancelled or expires.

2.8 Eurobond capital and Eurobond Interest

Eurobond capital is a financial liability within the scope of IFRS 9 and is dassified as an other lability. Other
liabilities are initially recognised at fair value less directly attributable transaction costs. After initial recognition,
Eurobond capital is measured at amortised cost using the effective interest rate method.

Eurobond interest is calculated and accrued on the same basis as the interest income received from the
Company’s debt security investments based on fixed and floating rate subordinated loan notes less a margin
of up to a 12.5bps on the debt securities Interest balance. The Eurobond interest only becomes payable on
receipt of interest income.
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
2.9 Interest income

Interest income from shareholer debt that is measured at far value through profit or loss Is recognised as it
accrues by reference to the principal outstanding and the effective Interest rate applicable, which Is the rate
that exactly discounts the estimated future cash flows through the expected life of the finandal asset to the
asset's carrying value or principal amount. The remaining changes In the falr value movement of the loans are
recognised separately within ‘Net changes in falr vafue of financial assets and lfabilities at fair value through
profit or loss' in the Statement of Comprehensive Income. It also includes interest tncome from cash and cash
equivalents.

2.10 Expenses
Expenses are recognised on an accruals basis.
2.11 Taxation

The Company Is subject to corporation tax at 19% (2017: 19.25%) on Its profits. Quarterly tax payments are
made to HMRC based on a margin equivalent to 12.5 basis points on the average outstanding principal
balance of the Company's debt security investments. These payments are then subtracted from the annual tax
amount computed and the excess amount owed is paid to HMRC after the annual tax retum has been filed.

Deferred tax Is recognised in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes, The Directors have
determined there were no deferred tax assets or liabilities at 31 December 2018 (2017: none).

3. INTEREST INCOME

2018 2017
GBP GBP
Interest income from debt securities 13,028,678 13,798,437

4. AUDITORS' REMUNERATION

Fees charged by the Company's Independent Auditors for the audit of the Company'’s financial statements for
the year ended 31 December 2018 amounted to GBP15,100 (2017: GBP4,200).

5. TAX
2018 2017
GBP GBP
Current tax expense
Current year 41,040 60,000
Reconciliation of effective tax rate
Average debt securities balance for the year 113,860,811 117,662,082
Margin payment at 12.5 basis points 142,326 147,078
Tax at 19% (2017: 19.25%) on margin payment 27,042 28,312
Adjustments to tax 13,998 31,688
Total tax charged In Statement of Comprehensive Income 41,040 60,000

20



ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2018 2017

GBP GBP
Debt securities 111,021,675 117,604,932
Movements in debt securities

2018 2017

GBp GBP
As at 1 January 117,604,932 118,080,105
Acquisitions 14,034 96,916
Repayments (2,935,275) (572,089)
Net changes in financial assets at fair value through profit or loss (3,662,016) -
As at 31 December 111,021,675 117,604,932

During the year ended 31 December 2018, the Company wrote of debt securities in relation to Camden
subsidiary debt.

The debt securities have always been measured at fair value. These investments were previously described as
loans and receivables. As at the year ended 31 December 2018 and 2017, the fair value of the debt securities
was approximated by thelr amortised cost using the effective interest rate.

7. RECEIVABLES AND PREPAYMENTS

2018 2017

GBP GBP
Accrued debt securities interest 5,050,873 4,718,608
Loan principal repayments due 143,682 156,800
5,194,555 4,875,408

As at the year ended 31 December 2018 and 2017, the carrying amounts of receivables approximate thelr fair
value.

8. SHARE CAPITAL

2018 2017
GBP GBP
Authorised, issued and fully paid
10,000 ordinary shares of GBP1.00 each 10,000 10,000

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled
to one vote per share at meetings of the Company.
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

9. EUROBOND CAPITAL

2018 2017
GBP GBP
Unsecured redeemable loan notes 113,511,288 116,038,271
Movements in unsecured redeemable loan notes
2018 2017
GBP GBP
As at 1 January 116,038,271 116,697,746
Repayment (2,526,983) (659,475)
As at 31 December 113,511,288 116,038,271

On 4 November 2008, the Company created and issued unsecured redeemable loan notes. The aggregate
nominaf value of the loan notes constituted by the debt instrument shall not exceed GBP150,000,000 (or the
Euro equivalent of GBP150,000,000). Each loan note is Issued as fully paid at par in denomination of any
amount being an Integral multiple of GBP1 or, as the case may be, EURL. The loan notes, as and when Issued,
rank equally as an unsecured obligation of the Company. Unless previously repald, the Company shall redeem
the loan notes in full at par on the maturity date, being 31 December 2035. Interest is calculated and acarued
on the same basis as the Interest received from the underlying loan notes of the Company's debt securities
less a margin of up to a 12.5bps on the debt securities interest balance.

The aggregate nominal value of GBP150,000,000 unsecured redeemable loan notes were admitted to the
official list of the International Stock Exchange on 5 February 2009.

During the year, the Company Incurred Eurobond Interest expenses of GBP12,987,638 (2017: GBP13,738,437),
with GBP7,641,656 (2017: GBP7,452,832) outstanding at the year end.

10. PAYABLES AND ACCRUALS

2018 2017

GBP GBP
Administration fees 5,500 4,550
Audit fees 1,275 1,275
Filing and regulatory fees 3,208 3,500
9,983 9,325

11. FINANCIAL RISK MANAGEMENT
11.1 Financial risk factors

The objective of the Company’s financial risk management Is to manage and contral the risk exposures of its
investment portfolio. The Directors have overall responsibility for overseeing the management of finandal
risks. The review and management of finandial risks are performed by the Directors, who have documented
procedures designed to Identify, monitor and manage the financial risks to which the Company Is exposed.
This note presents information about the Company's exposure to financial risks, Its objectives, policies and
processes for managing risk and the Company's management of its finandal resources.

22



ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

11. FINANCIAL RISK MANAGEMENT (CONTINUED)
11.1 Financial risk factors (continued)

The Company owns a portfolio of investments predominantly in subordinated loan notes of PFI/PPP
companles. These companies are structured at the outset to minimise finandal risks of acquiring and holding
the Investment. The Company primarily focuses its risk management on the direct finandal risks of acquiring
and holding the portfolios, but continues to monitor the Indirect finandal risks of the underlying projects
through representation, where appropriate, on the Boards of the project companies and the receipt of regular
finandial and operational performance reports.

11.1.1 Market risk

Market risk fs defined as the potential loss in value or eamings of the Company arising from changes in
external market factors such as:

« interest rates (interest rate risk});
« foreign exchange rates (currency risk); and
¢ equity markets (other price risk).

The Investments are susceptible to market price risk arising from uncertainties about future values of the
Instruments. The Company has an Investment Manager who provides the Board of Directors with
investment recommendations. The Investment Manager's recommendations are reviewed by the Board
of Directors before the investment decisions are implemented.

The performance of the investments held by the Company are monitored by the Investment Manager on
a monthly basis and reviewed by the Board of Directors on a quarterly basls.

(a) Price risk

Returns from the Company’s investments are affected by the price at which they are acquired. The value
of these investments will be a function of the discounted value of their expected future cash flows, and
as such will vary with, inter alia, movements in interest rates, market prices and the competition for such
assets.

Price risk arises from investments in listed and unlisted equity shares. The Company has no listed or
unlisted equity shares thus no sensitivity to price risk Is considered to exist.

(b) Currency risk
The project companies in which the Company invests conduct their business and pay interest, dividends
and prindpal in GBP. The Company is not exposed to any currency risk.

(c) Interest rate risk

The Company invests in subordinated loan notes of project companies, usually with fixed Interest rate
coupons., Where floating rate debt is owned, the primary risk Is that the Company's cash flows will be
subject to variation depending upon changes to base interest rates. The portfolio’s cash flows are
continually monitored and reforecast both over the near future and the long-term (over the whole perfod
of projects’ concessions) to analyse the cash flow returns from investments.
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

11, FINANCIAL RISK MANAGEMENT (CONTINUED)
11.1 Financlal risk factors (continued)

11.1.1 Market risk (continued)

(c) Interest rate risk (continued)

Interest rate risk arises from the effects of fluctuations in the prevaliling levels of market interest rates on
the fair value of financtal assets and labilities and future cash flows. The Company holds debt securities
that expose the Campany to fair value interest rate risk. The Company's policy requires the Investment
Manager to manage this risk by reviewing fluctuations of the interest rate sensitivity gap of financial
assets and liabilities on a monthly bask and the Directors to review on a quarterly basis. As interest
Income s recelved, it is then paid out as Eurobond interest and therefore the effect of fluctuations in
interest rates on the total comprehensive income for the year and net assets attributable to shareholders
is nil.

The Company has an indirect exposure to changes in interest rates through lts investment in project
compantes, which are In part financed by senior debt, Senior debt financing of profect companies is
generally elther through floating rate debt or fixed interest rate bonds. Where senior debt Is financed
through floating rate debt, the projects typically have concession length hedging arrangements in place,
which are monitored by the project companles’ managers, finance parties and boards of directors.

The Company's Eurobond loan notes bear interest on the same basis as the interest Income received
from the Company's debt security Investments.

(d) Infiation risk

The Company's project companles are generally structured so that contractual income and costs are
either wholly or partially linked to specific inflation where possible to minimise the risks of a mismatch
between income and costs due to movements in Inflation indexes. The Company's overall cash flows are
estimated to partially vary with inflation. The effect of these inflation changes does not always
immediately flow through to the Company's cash flows as there is a time lag due to financial models only
being updated on a 6 monthly basis.

11.1.2 Credit risk

Credit risk is the risk that a counterparty of the Company will be unable or unwilling to meet a
commitment that it has entered into with the Company. The Company's direct counterparties are the
project companies in which it makes debt Investments. The Company's near term cash flow forecasts are
used to monltor the iming of cash receipts from project counterparties. Underlying the cash flow
forecasts are project companies cash flow models, which are regularly updated by project companies for
the purposes of demonstrating the projects’ abllity to pay interest and dividends based on a set of
detalled assumptions. Many of the Company's investments generally receive revenue from government
departments, public sector or local authority dlients. Therefore a significant portion of the Company's
revenue arises from counterparties of good finandial standing.

The Company Is also reliant on the projects' subcontractors continuing to perform their service delivery
obligations such that revenues to projects are not disrupted. The Company has a subcontractor
counterparty monitoring procedure in place. The credit standing of subcontractors Is reviewed and the
risk of default estimated for each significant counterparty position. Monitoring Is ongoing and period end
positions are reported to the Investment Manager on a quarterly basis.
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

11. FINANCIAL RISK MANAGEMENT (CONTINUED)
11.1 Financial sisk factors (continued)
£1.1.2 Credit risk (continued)

No dasses within trade and receivables contain impaired assets. The maximum exposure to credit risk
aver finandal assets Is the carrying value of those assets in the Statement of Financial Position as set out
below:

2018 2017

GBP GBP
Debt securities 111,021,675 117,604,932
Receivables 5,194,555 4,875,408
Cash and cash equivalents 1,606,713 1,366,982
Total 117,822,943 123,847,322

The cash of the Company is limited to finandal institutions of a suitable credit quality.

As at 31 December 2018, the Company recorded an impaired balance on PFI Camden project debt
seaurities of GBP 3,662,016 (2017: GBPnit), The table below sets out the intemal aedit rating of debt
securities and membership shares:

2018 2017

Internal rating — better than satisfactory risk - -
Internal rating — satisfactory risk 100 100
Internal rating - viable but monitoring - -
Internal rating - high risk - -

The main concentration of credit risk to which the Company is exposed arises from the Company's
investments In debt securities as disclosed In Note 6. However, this risk Is spread over 33 (2017: 33)
debt securities of different Investments. The Company is also exposed to counterparty credit risk on cash
and cash equivalents and receivables balances.

Cash transactions are limited to the Lioyds Bank which Is a subsidiary of a financial institution with Long
term debt credit rating of A+ (2017: A), as rated by the rating agency, Standard & Poor's. At 31
December 2018, all cash and cash equivalents were placed with the Uoyds Bank.

In accordance with the Company's policy, the Investment Manager monitors the Company's credit risk
expasure on a monthly basis, and the Immediate Parent Undertaking, AIPLP, reviews It on a quarterly
basis.

11.1.3 Liquidity risk

Liquidity risk s the risk that the Company will not be able to meet its financial obligations as they fail
due. The Company’s approach to managing liquidity is to ensure, as far as possible, that it wiil have
sufficlent finandal resources and liquidity to meet its liabilities when due. The Company's activity Is
funded by long-term funding, as it is closed ended and hence the shareholders do not have the option to
redeem their investments in the Company. The Company Is exposed to limited liquidity risk. The
management of liquidity risk is delegated to the Investment Manager.
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

11. FINANCIAL RISK MANAGEMENT {CONTINUED)
11.1 Financial risk factors (continued)
11.1.3 Liquidity risk (continued)

The Company’s Investments are generally In private companles for which there Is no active market and,
therefore, those investments would take time to realise and there Is no assurance that the valuations
placed on the investments would be achieved from any such sale process.

The Company Is subject to liquidity risk on the Eurobond capital issued and Eurobond Interest accrued.
However, this rigk is mitigated in accordance with the debt instrument which states Eurobond capital and
interest will' only be paid to the hoMders once the equivalent amounts have been recefved from the
underlying investment portfolio. In addition the maturity date of the Eurobond Is 31 December 2035.

The Company is currently In a net current liability pesition of GBP902,765. Induded in this amount is
GBP7,641,656 which relates to Eurobond interest due to the Company’s immediate parent, AIPLP. AIPLP
has confirmed that notwithstanding the existing terms of the Eurobond, it will not demand repayment of
principal or interest until the Company has sufficient resources to continue in existence for the
foreseeable future foflowing such payment.

The table befow analyses the Company's financkal assets and liabfiitles into relevant maturity groupings
based on the remaining period at the statement of finandal position date to the contractual maturity
date. The amounts in the table are the contractual undiscounted cash flows.

Within one One to five Over five

year years years
GBP GBP GBP
31 December 2018
Financial assets
Debt securities - & 111,021,675
Recelvables 5,194,555 - -
Cash and cash equivalents 1,606,713 - -
Total financial assets 6,801,268 - 111,021,675
Within one One to five Over five
year years years
GBP GBP GBP
31 December 2017
Financial assets
Debt securities - - 117,604,932
Receivables 4,875,408 - -
Cash and cash equivalents 1,366,982 - -
Total financial assets 6,242,390 - 117,604,932
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ABERDEEN INFRASTRUCTURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2018

11. FINANCIAL RISK MANAGEMENT (CONTINUED)

11.1 Financial rigk factors (continued)

11.1.3 Liquidity risk (continued)
Within one One to five Over five
year years years
GBP GBP GBP
31 December 2018
Financial tiabilities
Eurobond capital - - 113,511,288
Eurobond Interest payable 7,641,656 - -
Payables and accruals 9,983 - -
Tax payable 52,394 - -
Total finandial liabilities 7,704,033 - 113,511,288
31 December 2017
Financial liabilities
Eurcbond capital - - 116,038,271
Eurobond Interest payable 7,452,832 - -
Payables and accruals 9,325 - =
Tax payable 49,133 - -
Total financial liabilities 7,511,290 - 116,038,271

The Company operates as an Investment structure whereby the Company invests and commits to invest
into various portfolio companies. As at 31 December 2018, there were no outstanding capital
commitment obligations with respect to specific portfolio company acquisitions and no amounts due to
the portfolio companies for unsettled purchases.

11.2 Capital risk management

The caplital of the Company Is represented by the net assets attributable to its shareholder. The amount of net
assets atiributable to Its shareholder may change as the Company may adjust the amount of dividends paid to
its shareholder, return capital to its shareholder, issue new shares or sell assets to reduce capital. The
Company's objective when managing capital Is to safeguard the Company's ability to continue as a going
concern In order to provide returns for its shareholder and benefits for other stakeholders and to maintain a
strong capltal base to support the development of the Investment activitles of the Company.

The Board of Directors and Investment Manager monitor capital on the basis of the value of net assets
attributable to Its shareholders.

There were no changes in the Company's approach to capital management during the year.
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11.3 Fair Value Estimation

As at 31 December 2018, 100% (2017: 100%) of financal assets at fair value through profit or loss comprise
of the debt securities that have been fair vafued in accordance with the policies set aut in Note 2.4(c).

As AIPLP's debt and equity securities, which are held through separate legal entities being the Company and
AI (No.3)L, are not traded on an active market, AIPLP may use internally developed models, which are usually
based on valuation methods and techniques generally recognised as standard within the industry. Valuation
maodels are used primarily to value unlisted equity and debt securities for which markets were or have been
inactive during the financial year. Some of the inputs to these models may not be market observable and are
therefore estimated based on assumptions.

The output of a model is always an estimate or approximation of a value that cannot be determined with
certainty, and valuation techniques employed may not fully reflect all factors relevant to the positions the
Company holds. Valuations are therefore adjusted, where appropriate, to aliow for additional factors induding
madel risk, liquidity risk and counterparty risk.

The models used to determine the combined fatr valse of AIPLP's debt and equity securities and hence the fair
value of the Company's debt securities are validated and reviewed by the Investment Manager and approved
by the Directors periodically.

Fair value hierarchy

The fair value hierarchy consists of the following three levels:

. Level 1: unadjusted quoted prices in active markets for [dentical assets or liabilitles;

. Levet 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
llabilty, either directly or indirectly; and

. Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

The level in the falr value hierarchy within which the fair value measurement Is categorised In its entirety is
determined on the basis of the lowest level input that is significant to the fair value measurement In its
entirety. For this purpose, the significance of an input is assessed against the falr value measurement in its
entirety. If a fair value measurement uses observable inputs that require significant adjustment based on
unobservable Inputs, that measurement is a Level 3 measurement. Assessing the significance of a particular
Input to the falr value measurement in its entirety requires judgement, considering factors spedfic to the asset
or liabliity.

The determination of what constitutes 'observable’ Input requires significant judgement by the Company. The
Company considers observable data to be that market data that is readily avallable, regularly distributed or
updated, reliable and verifiable, not proprietary, and provided by Independent sources that are actively
Involved In the relevant market.
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11.3 Fair Value Estimation (continued)

The following table analyses, within the fair value hierarchy, the Company's Investments measured at fair
value:

Level 1 kevel 2 Level 3 Total
GBp GBP GBP Gep
As at 31 December 2018
Finandal assets at fair value through
profit or lass - - 111,021,675 111,021,675
As at 31 December 2017
Finandal assets at fair vaiue through
profit or loss - - 117,604,932 117,604,932

There were no transfers between Level 1 and Level 2 during the year. Recondiliations of Leve! 3 balances are
disdosed in the relevant notes as Indicated below. The effect of different economic assumptions an the fair
value of the Level 3 assets Is disclosed In this note.

11.4 Transfers between levels of the fair value hierarchy

Transfers between levels of the fair value hierarchy are deemed to have occurred at the beginning of the
reporting period. There were no such transfers in the current reporting periad.

12. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The Investment Manager makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual resuits. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities are outlined
below.

Judgements

By virtue of the Company's status as an Investment Entity and the exemption provided by IAS 28 and IFRS 11
as well as the adoption of Investment Entities (Amendments to IFRS 10, IFRS 12 and 1AS 27), investments are
designated upon initial recognition to be accounted for at fair value through profit or loss.

The Company has assessed that amortised cost using the effective interest rate method is a reasonable proxy
for the fair value of its debt securities for reasons disciosed In Note 2.4(c).
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12. CRITICAL ACCOUNTING ESTIMATES AND 1UDGEMENTS (CONTINUED)

Estimates

Debt securitles are not quoted In an active market and are accounted for at fair value through profit or loss.
AIPLP assesses the comblined fair value of these debt securities and its equity securities through the use of
cash flow models of the underlying entities. The key estimates in the madels indude:

« Discount rates — the determination of the appropriate discount rate for each project that is reflective of
current market and industry conditions (le. interest rates, inflation rates, the effects of the political
developments and trends on these assumptions) and the specific risks as applicable to each profect;

* Forecast future cash flows ~ enhancements made to underlying project cash flows to enhance or change the

tmings of cash flows from the PFI/PPP infrastructure projects.

13. FINANCIAL INSTRUMENTS BY CATEGORY

At 31 December 2018, the Company held the following dasses of financial instruments that are measured at
falr value. For all other assets and liablitties, their carrying vaiue approximates to fair value.

As at 31 December 2018
Assets

Debt securities
Recelvables
Cash and cash equivalents

As at 31 December 2017
Assets

Debt securities
Recelvables
Cash and cash equivalents
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Finandal Designated
assets at at fair value
amortised through
cost profit or loss Total
GBP GBP GBP
- 111,021,675 111,021,675
5,194,555 - 5,194,555
1,606,713 0 1,606,713
6,801,268 111,021,675 117,822,943
- 117,604,932 117,604,932
4,875,408 - 4,875,408
1,366,982 - 1,366,982
6,242,390 117,604,932 123,847,322
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13. FINANCIAL INSTRUMENTS BY CATEGORY (CONTINUED)

Other
finandal Liabilities at
liabilities at fair value
amostised through

cost profit or loss Total
GBP GBP GBP
As at 31 December 2018
Liabilities
Eurcbond capital 113,511,288 - 113,511,288
Eurobond interest payable 7,641,656 - 7,641,656
Payables and accruals 9,983 - 9,983
Tax payable 52,394 - 52,394
121,215,321 - 121,215,321
As at 31 December 2017
Liabilitles
Eurobond caplital 116,038,271 - 116,038,271
Eurobond interest payable 7,452,832 - 7,452,832
Payables and accruals 9,325 - 9,325
Tax payable 49,133 - 49,133
123,549,561 - 123,549,561

14. RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability to contro! the other party or exerdse significant
influence over the other party in making finandial or operational dedslons.

The Company's immediate parent is AIPLP. No dividends were paid during the year (2017: GBPnil). The
Company created unsecured redeemable loan notes ("Eurobond capital”) with an aggregate nominal value of
up to GBP150,000,000. At the year end, the Eurobond capital issued by the Company was GBP113,511,288
(2017: GBP116,038,271), which Is held by AIPLP. During the year, the Company Issued additional Eurobond
capital of GBPnil (2017: GBPnil), and repaid GBP2,526,983 (2017: GBP659,475) of Eurobond capital. There are
no amounts owed by AIPLP (2017: GBPnl), which represent Eurobond capital issued in respect of investments
made.

During the year, the Company incurred Eurobond interest expenses of GBP12,987,638 (2017: GBP13,738,437),
with GBP7,641,656 (2017: GBP7,452,832) outstanding at the year end.

The Company has a related party relationship with Aberdeen Infrastructure (No 2) LLP ("Al(No 2)L*) and
Aberdeen Infrastructure (No.3) Limited ("AI(No.3)L"), as entities under common control.

During the prior year, the Company repaid all of the GBP1,650,000 which was loaned from AI(No.3)L to fund

the further acquisition of subordinated debt loan notes In the underlying project company. There are no other
outstanding related party payables at year end.
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15. STAFF COSTS

The Company has no employees. The Directors of the Company walved their right to recelve director
remuneration.

16. ULTIMATE PARENT UNDERTAKING

As at 31 December 2018, the Company's Immediate parent undertaking Is AIPLP. The Directors of the
Company consider there to be no ultimate controlling party.

17. SUBSEQUENT EVENTS

Management has evaluated the impact of all subsequent events on the Company occurring between the end
of the reporting pericd and 18 July 2019, the date the finandal statements were avallable to be Issued and
has determined there were no additional subsequent events to report as at the date of signing this report and
the audited finandal statements.

On 9 May 2019 the PFI Camden corresponding Eurobond was redeemed by AIPLP, extinguished the lability
and retummed the Company to a positive net assets position.
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