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Macquarie European Rail Limited

Strategic Report
for the financial year ended 31 March 2018

In accordance with a resolution of the directors (the “Directors") of Macquarie Eurcpean Rail Limited (the
"Company"}, the Directors submit herewith the Strategic Report of the Company as follows:

Principal activities

The principal activity of the Company during the financial year was the lease of UK and Continental Europe freight
and passenger rail assets under operating leases. The assets were deployed in the UK and Northern Europe. The
Continental Europe freight was sold during the financial year.

The Company operated a branch in Luxembourg which was originally established to acquire and service the
Northern Eurcpean rail assets.

Review of operations
The profit for the financial year ended 31 March 2018 was £124,192,229, an increase from £17,793,937 in the
previous financial year.

Operating profit for the financial year ended 31 March 2018 was £14,848,450, a decrease from £18,587,978 in the
previous financial year.

Administrative expenses for the financial year ended 31 March 2018 was £11,993,227, a decrease from
£14,522,034 in the previous financial year.

As at 31 March 2018, the Company had net assets of £85,603,944 (2017: £89,856,534).

Principal risks and uncertainties

From the perspective of the Company, the principal risks and uncertainties are integrated with the principal risks of
the Macquarie Group and are not managed separately. Accordingly, the principal risks and uncertainties of
Macquarie Group Limited (“MGL”}, which include those of the Company, are discussed in MGL's financial
statements and can be obtained from the address given in Note 22.

Financial risk management

Risk is an integral part of the Macquarie Group’s businesses. The Company is exposed to a variety of financial risks
that include the effects of credit risk, liquidity risk and operational risk. Additional risks faced by the Company
include legal, compliance and documentation risk. Responsibility for management of these risks lies with the
individual businesses giving rise to them. It is the responsibility of the Risk Management Group (“BMG”") 1o ensure
appropriate assessment and management of these risks.

As ultimately an indirect subsidiary of MGL, the Company manages risk within the framework of the overall strategy
and risk management structure of the Macquarie Group. RMG is independent of all other areas of the Macquarie
Group, reporting directly to the Managing Director and the Board of MGL. The Head of RMG is a member of the
Executive Committee of MGL. RMG authority is required for all material risk acceptance decisions, RMG identifies,
quantifies and assesses all material risks and sets prudential limits. Where appropriate, these limits are approved
by the Executive Committee and the Board of MGL. The risks which the Company is exposed to are managed on
a globally consolidated basis for MGL as a whole, including all subsidiaries, in all locations. Macquarie’s internal
approach to risk ensures that risks in subsidiaries are subject to the same rigour and risk acceptance decisions.
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Macquarie European Rail Limited

Strategic Report (continued)
for the financial year ended 31 March 2018

Financial risk management (Continued)

Credit risk

Credit exposures, approvals and limits are controlled with the Macquarie Group's credit framework, as established
by RMG.

Liquidity risk

Liquidity risk is the risk of an entity encountering difficulty in meeting cobligations with financial liabilities. The
Directors have adopted the risk model used by the Macquarie Group, as approved by BRMG. This model is
incorporated intoc the Macquarie Group’s risk management systems to enable the Company to manage this risk
effectively.

interest rate risk

The Company has both interest bearing assets and interest bearing liabilities. Interest bearing assets include cash
balances and receivables from other Macquarie Group undertakings and external parties, all of which earn a
variable rate of interest. Interest bearing liabilities include payables to other Macquarie Group undertakings and
external parties, which also incur a variable rate of interest.

Foreign exchange risk

The Company has foreign exchange exposures which include amounts receivable from and payable to other
Macquarie Group undertakings and external parties which are denominated in non-functional currencies. Any
material non-functional currency exposures are managed by applying a group wide process of minimising
exposure at an individual company level.

Other matters

Given the straightforward nature of the business and the information provided elsewhere in this report, the
Directors are of the opinion that the production of financial and non-financial key performance indicators, the
Company's business impact on the environment and social, community and human rights issues in the Strategic
Report is not necessary for an understanding of the development, performance or position of the business.

On behalf of the Board

A

MicHAgL SiMS

Director

256t Ectetes, 2018
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Macquarie European Rail Limited
Company Number 08253782

Directors’ Report
for the financial year ended 31 March 2018

In accordance with a resolution of the Directors of the Company, the Directors submit herewith the audited
financial statements of the Company and report as follows:

Directors and Secretaries
The Directors who each held office as a Director of the Company throughout the year and until the date of this
report, unless disclosed otherwise, were:

T Durham (appcinted on 11 January 2018)
J Liddy (resigned on 11 January 2018)
M Sims {appcinted on 11 January 2018)
L Tricarico {resigned on 11 January 2018)
J Watkinson

The Secretary who held office as a Secretary of the Company throughout the year and until the date of this report,
unless disclosed otherwise, was:

H Everitt

Results
The profit for the financial year ended 31 March 2018 was £124,192,229 (2017: £17,793,937).

The Luxembourg branch contributed a profit of £118,267,239 to the cverall profit on ordinary activities before
taxation of £127,180,375. In the prior financial year the branch contributed a profit of £12,002,938 to the overall
profit on ordinary activities before taxation of £17,893,480.

Dividends paid or provided for
Interim dividends of £129,404,370 (2017: £23,000,000) were provided for and paid during the financial year.

State of affairs

The Company operated a branch in Luxembourg which was originally established to acquire and service the
Northern Eurcpean rail assets. During the financial year these assets were sold to Macguarie European Rall
GmbH.

Events after the reporting period

At the date of this report, the Directors are not aware of any matter or circumstance which has arisen that has
significantly affected or may significantly affect the operations of the Company, the results of those operations or
the state of affairs of the Company in the financial years subseguent to 31 March 2018 not otherwise disclosed in
this report.

Likely developments, business strategies and prospects
The Directors believe that no significant changes are expected other than those already disclosed in this report.

The financial risk management cobjectives and policies of the Company and the exposure of the CGompany 1o
credit risk, liquidity risk, interest rate risk and foreign exchange risk are contained within the Strategic Report.

Indemnification and insurance of Directors

As permitted by the Company's Articles of Association, the Directors have the benefit of an indemnity which is a
qualifying third party indemnity provision as defined by Section 234 of the Companies Act 2008. The indemnity
was in force throughout the last financial year and is currently in force. The ultimate parent purchased and
maintained throughout the financial year directors’ liability insurance in respect of the Company and its Directors.
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Macquarie European Rail Limited
Company Number 08253782

Directors’ Report (continued)
for the financial year ended 31 March 2018 {continued)

Statement of Directors’ responsibilities
The Directors are responsible for preparing the Strategic Report and Directors’ Report and the financial
staterments in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statemments for each financial year. Under that law the
Directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure
Framework”, and applicable law).

Under company law, the Directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period. In preparing these financial statements, the Directors are required to:

* select suitable accounting policies and apply them consistently;

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

» state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been followed,
subject to any material 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.

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. The Directors are
also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detaction of fraud and other irregularities.

Disclosure of information to auditors

In the case of each Director in office at the date the Directors’ Report is approved:

* so far as the Director is aware, there is no relevant audit information of which the Company's
auditors are unaware; and

« they have taken all the steps that they cught to have taken as a Director in order to make themselves
aware of any relevant audit information and to establish that the Company’s auditors are aware of that
information.

independent Auditors

Pursuant to section 487(2) of the Companies Act 2006, the auditors of the Company are deemed re-appointed
for each financial year unless the Directors or the members of the Company resolve to terminate their
appointment. As at the date of these financial statements, the Diractors are nct aware of any resoclution to
terminate the appointment of the auditors.

On behalf of the Board

-~

MICHAEL SIMS

Director

F5th Cotehed 2018
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Independent auditors’ report to the members of Macquarie
European Rail Limited

Report on the audit of the financial statements

Opinion
In our opinion, Macquarie European Rail Limited’s financial statements:

s give a true and fair view of the state of the company’s affairs as at 31 March 2018 and of its profit for the year then
ended;

»  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law); and

+ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Strategic Report, Directors’ Report and Financial Statements
(the “Annual Report”), which comprise: the balance sheet as at 31 March 2018; the profit and loss account, the statement of
comprehensive income, the statement of changes in equity for the year then ended; and the notes to the financial
statements, which ineclude a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law.
Our responsibilities under 1SAs (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 opinicn.

Independence

We remained independent of the company in 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, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report to you
when:

¢ the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

+ 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.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the company’s
ability to continue as a going concern.

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 opm:on 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 cbtained
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 Directors’ Report, 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 Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the year ended 31 March 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 Directors’ Report.

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 set out on page 5, 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 control as they determine is necessary to enable the
preparation of finaneial 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 unless
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 econemie 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.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:
«  we have not received all the information and explanations we require for our andit; or

e adeguate accounting records have not been kept by the company, or returns adequate for our audit have not been
recetved 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.

W Aot ol

Amena Shaista (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

')1; October 2018



Macquarie European Rail Limited

Financial Statements

Profit and loss account
for the financial year ended 31 March 2018

2018 2017

Note £ e

Tumover 2(iv) 23,817,964 32,760,601
Administrative expenses 3 (11,993,227) (14,522,034)
Cther operating incoms 3,023,713 349,411
Operating profit 14,848,450 18,587,978
Interest receivable and similar income 4 3,722,090 1,509,058
Interest payable and similar charges (3,694,324) (2,421,766)
Profit on disposal of property, plant & equipment 3 112,314,159 128,210
Profit on ordinary activities before taxation 127,190,375 17,893,480
Tax on profit on ordinary activities B8 (2,998,146) (89,543)
Profit for the financial year 124,192,229 17,793,937

The above profit and loss account should be read In conjunction with the accompanying notes, which form an integral part of

the financial statements.

Turnover and profit on ordinary activities before taxation relate whally to continuing operations.

Macquarie Eurcpean Rail Limited 2018 Financial Statements



Macquarie European Rail Limited

Statement of comprehensive income
for the financial year ended 31 March 2018

2018 2017

Note £ £

Profit for the financial year 15 124,192,229 17,793,937

Exchange differences on translation of foreign operations, net of hedge 15 959,550 (78,189)

Other comprehensive income/(expense) 15 959,550 (78,189)

Total comprehensive income 125,151,779 17,715,748
Total comprehensive income attributable to ordinary equity holders of

the Company 125,151,779 17,715,748

The above statement of comprehensive income should be read in conjunction with the accompanying notes, which form an

integral part of the financial stataments.
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Macquarie European Rail Limited

Balance sheet
as at 31 March 2018

2018 2017

Note £ £
Fixed assets
Proparty, plant and equipment 9 42,421,656 233,168,306
Current assets
Debtors 10 147,501,142 91,666,855
Cash at bark and in hand 11 911,147 1,810,807
Current liabilities
Creditars: amounts faling due within one year 12 (60,148,599) {80,025,090)
Deferred tax liabilities 6 (1,326,979) (232,417}
Net current assets 86,936,711 13,220,165
Total assets less current liabilities 129,358,367 246,388,461
Creditors: amounts falling due after more than one year 13 (43,754,423) {156,531,927)
Net assets 85,603,944 89,856,534
Capital and reserves
Called up share capital 14 59,889,135 59,889,135
Cther regerves 15 {478,551) (1,438,101)
Profit and loss account 15 26,193,360 31,405,500
Total shareholders’ funds 85,603,944 80,856,534

The above balance sheet should be read in conjunction with the accompanying notes, which form an integral part of the

financial staterments,

The financial statements on pages 9 to 26 were authorised for issue by the Beard of Directors on ol SH'\. OM 2018

and were signed onh its behalf by:

MicHAEL SIMS

Director

Macquarie European Rail Limited 2018 Financial Statements
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Macquarie European Rail Limited

Statement of changes in equity

for the financial year ended 31 March 2018

Totat

Called up Other Profitand loss  shareholders’

share capital reserves account funds

Note £ £ £ £

Balance at 1 April 2016 59,889,135 (1,358,812) 36,611,663 95,140,788

Profit for the financial year - - 17,793,937 17,793,937

Other comprehensive expense 15 - (78,189) - (78,189)

Total comprehensive income - (78,189) 17,793,937 17,715,748
Transactions with equity holders in their capacity as

ordinary equity holders:

Dividends paid 7 - - (23,000,000) (23,000,000)
Balance at 31 March 2017 59,889,135 {1,438,101) 31,405,500 89,856,534
Profit for the financial year - - 124,192,229 124,192,229
Other comprehensive income 15 - 959,550 - 959,550
Total comprehensive income - 959,550 124,192,229 125,151,779
Transactions with equity holders in their capacity as
ordinary equity holders:

Dividends paid 7 - - (129,404,370) (128,404,370}
Balance at 31 March 2018 55,889,135 (478,551) 26,193,360 85,603,944

The above statement of changes in equity should be read in conjunction with the accompanying notes, which form an integral

part of the financial statements.,

Macquarie European Rail Limited 2018 Financial Statements
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Macquarie European Rail Limited

Notes to the financial statements
for the financial year ended 31 March 2018

Note 1. Company information

The Company is a private company limited by shares and is incorporated and domiciled in the United Kingdom ("UK") and
registered in England and Wales. The address of its registered office is Ropemaker Place, 28 Ropearmaker Street, London, EC2Y
9HD, United Kingdom.

Note 2. Summary of significant accounting policies

i) Basis of preparation
The principal accounting policies adopted in the preparation of these financial staterments have been consistently applied to all
the years presented, unless otherwise stated.

The financial statements have been prepared in accordance with Financial Reperting Standard 101, 'Reduced Disclosure
Framework' ("FRS 101"). The financial statements have been prepared under the historical cost conventicn, as modified by the
revaluation of certain financial assets and financial liabilities (including derivative instruments) measured at fair value through
profit and loss, and in accordance with the Companies Act 20086.

FRS 101 sets out a reduced disclosure framework for a ‘qualifying entity’ as defined in FRS 101 which addresses the financial
reporting requirements and disclosure exemptions in the financial staterments of qualifying entities that otherwise apply the
recognition, measurement and disclosurs requirerments of EU-adopted International Financial Reporting Standards ("IFRS").

In accordance with FRS 101, the Company has availed of an exemption from the following paragraphs of IFRS:

* The requirements of paragraphs 45(p) and 46-52 of IFRS 2 ‘Share-based Payment' {details of the number and
weighted average exercise price of share-based payment arrangements concerming equity instruments of another
group entity and how the fair value of goods or services received as determined);

* The requirerments of paragraphs 91 to 99 of IFRS 13 ‘Fair Value Measurement’ (disclosure of valuation techniques
and inputs used for fair value measurement of assets and liabilities to the extent that they apply to non-financial
assets);

¢ The requirements of IFRS 7 ‘Financial Instruments: Disclosures’;

» The requirements of paragraphs 38 of Internaticnal Accounting Standards (“lAS") 1 'Presentation of Financial
Statements’ to present comparative information in respect of:

o Paragraph 79(a)(iv) of IAS 1 {reconcitiation of shares outstanding).
o Paragraph 73(e) of IAS 16 ‘Property, Plant and Equipment'.
o Paragraph 118(e) of IAS 38 'Intangible Assets’ {reconciliation of carrying amount at beginning and end of pericd).

* The requirements of paragraphs 10(d), 10(), 16, 38A to 38D, 40A to 40D and 111 of IAS 1 ‘Presentation of Financial
Statements’ (additional comparatives and capital management disclosures),

* The reguirements of IAS 7 ‘Staterment of Cash Flows';

* The reguirermnents of paragraphs 30 and 31 of IAS 8 'Accounting Policies, Changes in Accounting Estimates and
Errors’ {disclosure of information when an entity has not applied a new IFRS that has been issued but is not yet
effective);

» The requirements of paragraph 17 of IAS 24 ‘Related Party Disclosures’ {(key management compensation);

* The reguirerments of IAS 24 to disclose related party transactions entered into between two or more members of a
group whers both parties to the transaction are wholly owned within the group, and

* The requirements of paragraphs 130{f)(i), 130(f(ii}, 134(d) to 134(f) and 135(c} to 135(s} of IAS 38 ‘Impairment of
Assets’.
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Macquarie European Rail Limited

Notes to the financial statements (continued)
for the financial year ended 31 March 2018

Note 2. Summary of significant accounting policies (continued)

i) Basis of preparation (continued)

Critical accounting estimates and significant judgements

The preparation of the financial statements in conformity with FRS 101 requires the use of certain critical aceounting estimates.
It also requires management to exercise judgement in the process of applying the accounting policies. The notes to the financial
staterents set out areas involving a higher degree of judgement or complexity, or areas where assumptions are significant to
the Company and the financial staternents such as:

— fair value of financial assets and financial liabilities (note 21);

— recoverability of deferred tax assets and measurement of current and deferred tax liabilities {hote 6}
— impairment of assets held under operating leases (notes 2{x) and 9}; and

— maintenance reserve liability (note 2{xvi)).

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
reasonable expectations of future events.

Management believes that the estimates used in preparing the financial statements are reasonable. Actuat results in the future
may differ from those reported and therefore It Is reasonably possible, on the basis of existing knowledge, that outcomes within
the next financial year that are different from management's assumptions and estimates could require an adjustment to the
carrying amounts of the assets and liabilities reported.

i) Going concern
The Directors have a reasonable expectation that the Company has adequate resources to continue in operational existence for
the foreseeable future. The Company therefore continues to adopt the going concern basis in preparing its financial statements.

i) Foreign currency translation

Functional and presentation currency

ltems included in the financial statements of foreign operations are measured using the currency of the primary economic
environment in which the foreign operation operates (the functional currency). The Company’s financial statements are
presented in 'Pounds Sterling’ (£) , which is also the Company’s functicnal currency. The Company's foreign branch in
Luxembourg has a functional currency of Euro.

Transactions and balances

Foreign currency transactions are translated into the functional cumency using the exchange rates prevailing at the transaction
date. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the profit and loss, except
when deferred in equity as a result of meeting net investment in foreign operation hedge accounting requirements,

Exchange differences arising from the translation of the Company's foreign branch which has a functional currency of Euro are
taken to reserves.

iv) Turnover and expense recognition
Turnover is measured at the fair value of the consideration received or receivable. Turnover is recognised for each major
revenue stream as follows:
- Operating lease income.
- Fees from entities within the Macguarie Group for work performed on global group activities, which are brought to
account on an accrual basis.

Operating lease income
Operating lease income is recognised on a straight-line basis over the period of the lease unless another systermatic basis is
more appropriate. Operating lease incoms is included within the turnover line in the profit and loss account.

All lease rentals received but unearned under the lease agreements are recorded as deferred income in creditors on the balance
sheet until earned.

Macquarie European Rail Limited 2018 Financial Statements 13



Macquarie European Rail Limited

Notes to the financial statements (continued)
for the financial year ended 31 March 2018

Note 2. Summary of significant accounting policies (continued)

iv) Tumover and expense recognition {continued)

Net interest income/expense

Interest income and expense is brought to account using the effective interest method. The effective interest method calculates
the amortised cost of a financial instrument and allocates the interest income or interest expense over the relevant pericd. The
offective interest rate is the rate that discounts estimated future cash payments through the expected life of the financial
instrument or, when appropriate, a shorter period, to the net carrying amount of the financial asset or liability. Fees and
transaction costs associated with loans are capitalised and included in the effective interest rate and recognised in the profit
and loss account over the expected life of the instrument.

Other operating incorne
Other operating income comprises other losses and gains relating to foreign exchange differences including all realised and
unrealised fair value changes on derivatives which are recognised in the profit and loss account.

Expenses
Expenses are brought to account on an accrual basis and, if not paid at the end of the reporting period, are reflected on the
balance sheet as a payable.

v) Taxation

The principles of the balance shest method of tax effect accounting have been adopted whereby the inccme tax expense for
the financial year is the tax payable on the current year’s taxable income adjusted for changes in defarred tax assets and
liabilities attributable to temporary differences between the tax bases of assets and liabilities and their carrying amounts in the
financial statements and unused tax losses.

Deferred tax assets are recognised when temporary differences arise between the tax bases of assets and liabilities and their
respective carrying amounts which give rise to a future tax benefit, or when a benefit arises due to unused tax losses. In both
cases, deferred tax assets are recognised only to the extent that it is probabie that future taxable amounts will be available to
utilise those temporary differences or tax losses. Deferred tax liabilities are recognised when such temporary differences will give
rise to taxable amounts that are payabls in future pericds. Deferred tax assets and liabilities are recognised at the tax rates
expected to apply when the assets are recavered or the liabilities are settled under enacted or substantively enacted tax law.

Deferred tax assets and liabilities are offset when there is a legaily enforceable right to offset current tax assets and liabilities and
whaen the deferred tax balances relate to the same taxation authority. Current tax assets and liabilities are offset when there is a
legally enforceablse right to offset and an intention to either settle on a net basis, or realise the asset and settle the liability
simultaneously. Current and deferred taxes attributable to amounts recognised directly in equity are also recognised directly in

equity.
The Company undertakes transactions in the ordinary course of business where the income tax treatment and recognition of

deferred tax assets requires the exercise of judgement. The Company estimates its tax liability based on its understanding of
the tax law.

Macquarie European Rail Limited 2018 Financial Statements 14



Macquarie European Rail Limited

Notes to the financial statements (continued)
for the financial year ended 31 March 2018

Note 2. Summary of significant accounting policies (continued)

vi) Derivative instruments
Derivative instruments entered into by the Company include interest rate swaps and cumency swaps. These derivative
instruments are principally used for the risk management of existing financial assets and financial liabilities.

All derivatives, including those held for hedging purposes, are recognised on the balance sheet and are disclosed as an asset
where they have a positive fair value at balance date or as a liability whers the fair value at balance sheet dats is negative.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and subsequently remeasured to
their fair value. Fair values are obtained from quoted market prices in active markets, including recent market transactions, and
valuation technigues, including discounted cash flow models and option pricing models, as appropriate. Movements in the fair
values of derivatives are recognised in the profit and loss, unless the derivative meets the requirements for hedge accounting.

The best evidence of a derivative’s fair value at initial recognition is its transaction price, unless its fair value is evidenced by
comparison with other observable current market transactions in the samse instrument or based on a valuation technique for
which variables include only data from observable markets. Where such alternative evidence exists, the Company recognises
profits or losses immediately when the derivative is recognised {'day 1 profit or loss'}. When significant unobservable inputs are
used to determine fair value, the day 1 profit or loss is deferred and is recognised in the profit and loss account over the life of
the transaction or when the inputs become observable.

vii) Hedge accounting

The Company designates certain derivatives or financial instruments as hedging instruments in qualifying hedge relationships.
On initial designation of the hedgs, the Company documents the hedge relationship between hedging instruments and hedged
itemns, as well as its risk management objectives and strategies. The Company alsc documents its assessment, both at hedge
inception and on an ongoing basis, of whethar hedging relationships have been and wil continue to be highly effective.
Derivatives are designated as net investment in foreign operation hedges.

Net investment hedges

For a derivative or borrowing designated as hedging a net investment in a foreign operation, the gain or loss on revaluing the
derivative or borrowing associated with the effective portion of the hedge is recognised in the foreign currency translation
reserve and subsequently released to the profit and loss when the foreign operation Is disposed of. The ineffective portion is
recognised in the profit and loss immediately.

The fair values of various financial instruments used for hedging purposes are disclosed in note 21.

viii) Investments and other financial assets
Assets are classified into the following categories: loans and raceivables and other financial assets at fair value through profit or
loss.

Loans and receivables
This category includes loan assets held at amortised cost, other recsivables and amounts due from related entities, which are
non-derivative financia! assets with fixed or determinable payments that are not quoted in an active market.
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Notes to the financial statements (continued)
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Note 2. Summary of significant accounting policies {continued)
ix) Impairment
Loans and receivables

Loans and receivables are subject to regular review and assessment for possible impairment. Provisions for impairment on loan
assets are recognised based on an incurred loss model and re-assessed at each balance sheet date. A provision for
impairment is recognised when there is objective evidence of impairment, and is caiculated based on the present value of
expected future cash flows, discounted using the original effective interest rate.

if, in a subsequent period, the amount of impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment loss was recognised, the previously recognised impairment loss is reversed through the profit
and loss to the extent of what the amortised cost would have been had the impairment not been recognised.

When the Company concludes that there is no reasonable expectation of recovering cash flows from the asset and all possible
collateral has been realised, the iocan is written off either partially or in full, against the related provision. Recoveries of loans
previously written off are recorded based cn the cash received. Bad debts are written off in the period in which they are
identified.

x) Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated impairment losses,
if any. Property, plant and equipment assets are reviewed for impairment at each reporting date. Historical cost includes
expenditure directly attributable to the acquisition of the asset.

Depreciation on assets is calculated on a straight-line basis to allocate the difference between cost and rasigual value over the
estimated useful lives, as follows:

Leasehold improvements 10 to 20 percent

Assets under cperating leases 2 to 50 percent

Useful lives and residual values are reviewed annually and reassessed in light of commercial and technological developments. If
an asset's camying value is greater than its recoverable amount, the carrying amount is written down immediately to its
recoverabile amount. Adjustrents arising from such itemns and on disposal are recognised in the profit and loss.

Gain and ioss on disposal are determined by comparing proceeds with the asset’s camying amount and are recognised in the
profit and loss.

xi) Intangible assets

Intangible assets relates to customer contracts which arose as a result of the acquisition of the business. The intangible asset
was considered to have a finite useful life of 42 months and was carried at cost less accumulated amortisation and impairment
losses using the straight-line method over the estimated useful life. Amortisation is calculated based on the estimated useful life.

Impairment

Intangible assets that have an indefinite useful life are not subject to amortisation but are tested annually for impairment, or more
frequently if events or changes in circumstances indicate that the carrying amount may not be recoverable. For intangible assets
that have a finite useful life, an assessment is made at each reporting date for indications of impairment. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds Its recoverable amount. The recoverable amount is
the higher of the asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash inflows which are largely independent of the cash
inflows from other assets or groups of assets (cash-generating units). Intangible assets {(other than goodwil)) that suffered
impairmsnt are reviewed for possible reversal of the impairment at each reporting date.
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Note 2. Summary of significant accounting policies (continued)
xii) Provisions
Employee benefits

A liability for amployee benefits is recognised by the entity that has the obligation to the employee. Generally, this is consistent
with the legal position of the parties to the employment contract.

Liabilities for unpaid salaries, salary related costs and provisions for annual leave are recorded on the balance shest at the salary
rates which are expected to be paid when the liability is settled. Provisions for long service leave and other long-terrm benefits
are racognised at the present value of expected future payments to be made.

In determining this amount, consideration is given to expected future salary levels and employse service histories. Expected
future payments are discounted to their net present value using discount rates on high quality corporate bonds, except where
there is no deep market in which case rates on applicable government securities are used. Such discount rates have terms that
match as closely as possible the expected future cash flows.

Provisions for unpaid employee benefits are derecognised when the benefit is settled, or is transferrad to another entity and the
Company is legally released from the cbligation and does not retain a constructive cbligation.

xXiii) Performance based remuneration

Share based payments

The ultimate parent entity, MGL, operates share based compensation plans, which include awards (including those delivered
through the Macguarie Group Employee Retained Equity Plan ("MEREP") granted to employees under share acquisition plans.
information relating to these schemes is set out in note 18 — Employee equity participation. The Company recognises a prepaid
asset at grant for these awards, where MGL is reimbursed in advance. This amount is recognized as an expense over the
respective vesting periods. MGL recognises a comesponding increase in equity for these equity settled awards granted to
employsees.

The awards are measured at the grant dates based on their fair value and using the number of equity instruments expected to
vest,

Profit share remuneration

The Company recognises a liability and an expense for profit share remuneration to be paid in cash.

Xiv) Cash at bank

Cash at bank comprises cash balances and call deposits with qualifying financial institutions. Deposits are repayable on
demand if they can be withdrawn at any time without notice and without penalty or if a maturity or period of notice of not more
than 24 hours or one working day has been agreed.

xv) Leases
Leases where the lesses has substantially alt the risks and rewards incidental to ownership of the leased assets are classified as
finance leases. All other leases are operating leases.

Leases entered into by the Company as lessee are operating leases. The total fixed payments made under cperating leases are
charged to the profit and loss on a straight-ine basis over the period of the lease.

Purchased assets, where the Company is the lessor under operating leases, are carried at cost and depreciated over thair
useful lives which vary depending on each class of asset and ranges from 2 to 50 years.
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Notes to the financial statements (continued}
for the financial year ended 31 March 2018

Note 2. Summary of significant accounting policies (continued)

xvi) Maintenance reserve

Under the provisions of all of the leases, lessess are responsible for maintenance and repairs, including major maintenance
events ("MMES") over tha term of the lease. The Company is frequently involved in the procurement of MMEs, either through the
lessea or directly from a maintenance provider. Where the MMEs are procured through the lessee, the Company will typically
agree the level of lessor contribution to the MMEs at the commencement of the lease. Where the Company contracts directly
with the maintenance provider, the cost is the responsbility of the Company.

The Company entered into arrangements where the 3rd party maintenance reserve obligations are assumed by MBL
("Macquarie Bark Limited") under a defeasance arangement in return for which the Company agrees to reimburse MBL for any
payments arising in respect of such maintenance reserve obligations. To assist in funding MMEs the Company typically collects
periodic cash payments from lessees, in addition to lease rentals, which are recorded as an intercompany payable in the
balance shest. These payments are calculated by considering current cost estimates of MMEs over the economic useful life of
the assets, taking into actual and forecast usage of the asset. In some cases the lease rentals implicitly include an armount for
the cost of MMEs and this portion of the lease rentals is aiso recorded as a liability in the balance sheet. Under certain leases,
periodic cash payments are not collected and under these leases the lesses is either directly responsible for funding the MMEs
or, where the MMEs occur after the expiration of the lease, the lessee is obligated to make an end of lease payment
representing its consurmption of the estimated value of the whole life maintenance costs. When the Company makes a payment
for MMEs, the maintenance reserve liability is reduced.

The maintenance reserve liability is tested periodically. Whare the maintenance reserve liability is forecast to be inadequate to
fund future MMEs and the deficit is unlikely to be recovered from existing or future lessees, the Company will book an expense
and credit the maintenancs liability equal to the deficit. Where the maintenance reserve liability is forecast te be higher than
required, the Company may adjust the liability accerdingly and release the surplus to income.

Balances related to maintenance which have been defeased tc MBL are nct charged contractual interest. Other than the
payables related to maintenance, amounts owed to Macquarie Group undertakings are periodically ssttled through a Macquarie
Group process for managing intercompany balances. The defeased balances are settlsd when the related claims are
reimbursed to lessees or when the lease terminates.

Xvii} Offsetting financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount reported on the baiance sheet when there is a legally
anfarceabls right to offset the amounts and either there is an intention to settle on a net basis, or realise the financial asset and
settle the financial liability simultaneously.

xviii) Called up share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are shown in equity as
a deduction, net of tax, from the procesds.
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2018 2017
£ e
Note 3. Profit on ordinary activities before taxation
Profit on ordinary activities before taxation is stated after charging/(erediting):
Wages and salaries 568,576 799,660
Social security costs 69,032 81,028
Share based payment costs 39,830 53,330
Staff costs 677,439 934,018
Operating lease income {24,629,044) (33,871,115)
Foreign exchange (gains)/iosses (598,763) 162,517
Amortisation of intangible assets - 63,478
Depreciation expense 7,006,375 10,382,511
Service fees paid to other Macquarie Group undertakings 3,392,419 2,227,934
Gain on disposal of tangible assets {112,314,159) (128,210)
Rent and cccupancy costs 76,488 79,796
Fees payable to the Company’s auditors for the audit of the Company 22,051 32,743
The Company had 1 employse during the year {2017: 4).
Note 4. Interest receivable and similar income
Interest raceivable from other Macguarie Group undertakings 3,722,090 1,508,058
Total interest receivable and similar income 3,722,090 1,509,058
Note 5. Interest payable and similar charges
Interest payable to other Macquarie Group undertakings 3,694,324 2,421,768
Total interest payable and similar charges 3,694,324 2,421,766
Note 6. Taxation
i) Tax expense included in profit or loss
Current tax
UK corporation tax at 19% {(2017: 20%) (474,254) {288,781)
Adjustments in respect of previous periods (152,490} 3
Foreign tax incurred (1,276,840) (315,080)
Current tax (1,903,583) (603,868)
Deferred tax
Origination and reversal of timing differences (974,350) {318,091)
Adjustments in respact of previous periods 68,713 733,772
Effect of changes in tax rates (188,925) 88,644
Total deferred tax (1,094,562) 504,325
Tax on profit on ordinary activities (2,998,146) (09,543)
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2018 2017
£ £

Note 6. Taxation (continued)
ii) Tax income/(expense) included in other comprehensive income
Foreign currency translation reserve 960 (78,189)
Total tax benefit relating to items of other comprehensive incorme 960 (78,189)
iii) Reconciliation of effective tax rate
The income tax expense for the period is lower (2017: lower) than the standard rate of
corporation tax in the UK of 19% (2017: 20%). The differences are explained below:
Profit before taxation 127,190,374 17,893,480
Profit on ordinary activities before taxation multiplied by standard rate of corporation tax in
the UK of 19.00% (2017: 20.00%) (24166,171)  (3.578.696)
Effects of:
Adjustments in respect of previous periods (83,777) 733,775
Change in tax rate (188,925) 88,644
Fersign tax incurred (1,276,840) {315,090}
Non assessabls income 22,717,567 2,971,824
Total tax on profit on ordinary activities (2,998,146) (99,543)

The tax rate for the current year is lower than the prior year due to change in the UK Corporation tax rate. The UK corporation
tax rate was reduced from 20% to 19% with effect from 1 April 2018, and will further reduce to 17% from 1 April 2020.

Deferred tax has been measured at 17%.

iv) Deferred tax comprises timing differences attributable to:
Deferred tax assets

Financial instrurnents & revaluations 107,815 897,928
Total deferred tax assets 107,815 997,928
Deferred tax liabilities

Fixed assets (1,434,795) (1,230,345)
Total deferred tax liabilities (1,434,795) (1,230,345)
Deferred tax liabilities {1,326,979) (232,417)
v) Reconciliation of the Company's movement in deferred tax

Balance at the baginning of the financial year (232,417) (736,742)
Adjustment in respect of previous periods 68,713 733,772
Deferred tax charged to profit and loss account for the period (974,350) (818,081)
Effect of changes in tax rates (188,925) 88,844
Balance at the end of the financial year {1,326,980) (232,417)

The majority of the above amounts are expected to be recovered after 12 months of the balance date by the Company.
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2018 2017
£ £

Note 7. Dividends and distributions paid or provided for
Dividends (and distributions) paid
Dividend paid {129,404,370) {23,000,000)
Total dividends paid (note 15) {129,404,370) (23,000,000)
Note 8. Intangible assets
Customer relationship contracts
Cost - 63,256
Less accumulated amortisation - (63,258)
Total intangible assets - -
Intangible assets were fully amortised during the prier financial year.
Note 9. Property, plant and equipment
Computer equipment
Cost 18,776 18,220
Less accumulated depreciation {18,776) (17,271)
Total computer equipment - 949
Assets under operating leases
Cost 51,602,517 276,487,275
Less accumulated depreciation (9,180,861) (43,298,818)
Total assets under operating leases 42,421,656 233,167,357
Total property, plant and equipment 42,421,656 233,168,306
The future minimum lease payments expected to be recsived under non-cancellable leases are as follows:
Not later than one year 5,683,831 30,368,426
Later than one year and not iater than five years 10,830,413 56,097,865
Later than five years - 8,802,464
Total future minimum lease payments receivable 16,524,345 85,268,755
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2018 2017
£ £

Note 10. Debtors
Amounts owed from other Macquarie Group undertakings' 147,454,386 91,511,570
Other debtors 46,756 155,285
Total debtors 147,501,142 91,666,855

Amounts owed from other Macquarie Group undertakings are unsecured and have no fixed date of repayment. The Company
derives interest on intercompany balances to group undertakings at market rates and at 31 March 2018 the rate appiied ranged
between LIBOR plus 1.15% and LIBOR plus 1.36%. (31 March 2017: LIBOR plus 1.67%).

Note 11. Cash at bank and in hand
Cash at bank 911,147 1,810,807
Total cash at bank and in hand 911,147 1,810,807

Note 12. Creditors: amounts falling due within one year

Amounts owed to Macquarie Group undertakings' 57,230,172 72,803,378
Accruals and deferred income 222,500 1,409,104
Other financial market liabiiities® 638,345 4,390,801
Other creditors 255,736 439,088
Taxation 1,801,845 982,719
Total creditors: amounts falling due within one year 60,148,598 80,025,080

'Amounts owed to other Macquarie Group undertakings are unsecured and have no fixed date of repayment. The Company
incurs interest on amounts owed to other Macquarie Group undertakings at market rates and at 31 March 2018 the rate
applied was LIBOR plus 1.36% (31 March 2017: LIBOR plus 1.53%).

20ther financial market liabilities represents derivative Instrurments.

Note 13. Creditors: amounts falling due after more than one year
Amounts owed to Macquarie Group undertakings’ 43,754,423 156,531,927
Total creditors: amounts falling due within one year 43,754,423 156,631,927

'Amounts owed to other Macquarie Group undertakings are unsecured and have a maturity date of 3 years beginning 12 April
2016, The Company incurs interest on amounts owed to cther Macquarie Group undertakings at market rates and at 31 March
2018 the rate applied was LIBOR plus 1.36%. The £7,6567,115 balance related to maintenance which have been defeased to
MBL is not charged contractual interest. Cther than the payables related to maintenance, amounts owed to Macguarie Group
undertakings are periodically settled through a Macquarie Group process for managing intercompany balances. The defeased
balances are settled when the related claims are reimbursed to lessees or when the lease terminates.
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Note 14. Called up share capital

2018 2017 2018 207
Number of Number of

shares shares £ £
Ordinary share capital
Opening balance of fully paid ordinary shares at £1 each 59,889,135 59,889,135 50,889,135 £9,889,135
Closing balance of fully paid ordinary shares 59,889,135 56,889,135 59,889,135 £9,889,135
Note 15. Other reserves and profit and loss account
Other reserves
Foreign currency translation reserve
Balance at the beginning of the financial year (1,438,101) {(1,359,912)
Currency translation differences arising during the financial year 959,550 {78,189)
Balance at the end of the year (478,551) (1,438,101)
Profit and loss account
Balance at the beginning of the financial year 31,405,500 36,611,663
Profit for the financial year 124,192,229 17,793,937
Distributions paid or provided {129,404,370) (23,000,000)
Balance at the end of the year 26,193,359 31,405,500

Note 16. Related party information

As 100% of the vating rights of the Company are controlied within the group headed by MGL, incorporated in Australia, the
Company has taken advantage of the exemption contained in FRS 101 and has therefore not disclosed transactions or
balances with entities which form part of the Macquarie Group. The consolidated financial statements of MGL, within which the
Company is included, can be oblained from the address given in Note 22,

The Company does not have any related party transactions or balances other than those with entities which form part of the
Macquarie Group as mentioned above.

Note 17. Directors’ remuneration

During the financial years ended 2018 and 2017, all Directors were employed by and received al emoluments from other
Macquarie Group undertakings. The Directors perform directors’ duties for multiple entities in the Macguarie Group, as well as
their employment duties within Macguarie Group businesses. Consaquently, allocating their employment compensation
accurately across all these duties would not be feasible. Accordingly, no separate remuneration has been disclosed.
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Note 18. Employee equity participation
Macquarie Group Employee Retained Equity Plan
The ultimate parent entity, MGL continues to operate the MEREP in conjunction with other remuneration arrangements.

Award Types under the MEREP

Restricted Share Units (RSUs)

A RSU is a benseficial interest in the MGL ordinary share held on behalf of a MEREP participant by the plan trustee {Trustes).
The participant is entitled to receive dividends on the share and direct the Trustee how to exercise voting rights of the share.
The participant also has the right to request the release of the share from the Trust, subject to the vesting and forfeiture
provisions of the MEREP.

Deferred Share Units (DSUs)

A DSU represents the right to receive on exercise of the DSU either a share held in the Trust or a newly issued share (as
determined by MGL in its absoclute discretion) for no cash payment, subject to the vesting and forfeiture provisions of the
MEREP. A MEREP participant holding a DSU has no right or interest in any share until the DSU is exercised. MGL may issue
shares to the Trustee or direct the Trustee to acquire shares on-market, or via a share acquisition arrangemsent for potential
future allocations to holders of DSUs. Generally, where permitted by law, DSUs will provide for cash payments in lieu of
dividends paid on MGL ordinary shares before the DSU is exercised. Further, the number of shares underlying a DSU will be
adjusted upen any bonus issue or other capital reconstruction of MGL in accordance with the ASX Listing Rules, so that the
holder of 2 DSU does not receive a benefit that holders of MGL shares do not generally receive. These provisions are intended
to provide the holders of DSUs, as far as possible, with the same bensfits and risks as holders of RSUs. DSUs will only be
offered in jurisdictions where legal or tax rules make the grant of RSUs impractical, or where PSUs are structured as DSUs.
Howaver, holders of DSUs wil have no voting rights with respect to any underlying MGL ordinary shares. DSUs have been
granted with an expiry pericd of up to eight ysars.

The awards are measured at their grant dates based on their fair value. This amount is recognized as an expense evenly over
the respective vesting pericds and the equity provided is treated as a prepaid asset in advance where MGL is reimbursed.

RSUs and DSUs have been granted in the current financial year in respect of 2017. The fair value of each of these grants is
estimated using MGL's share price on the date of grant.

While RSUs and DSUs for the financial year 2018 will be granted during the financial year 2018, the Company begins
recognizing an expense for these awards {based on an initial estimate) from 1 April 2017. The expense is estimated using the
price of MGL ordinary shares as at 31 March 2018 and the number of equity instruments expected to vest.

In the following financial year, the Company will adjust the accumulated expense recognized for the final determination of fair
value for each RSU and DSU whan granted, and will use this validation for recognizing the expense over the remaining vesting
period.

The ultimate parent MGL annually revises its estimates of the number of awards (including those delivered through MEREP) that
are expected to vest. It recognizes the impact of the revision to original estimates, if any, in the income statement, with a
corrasponding adjustrment to eqguity {for equity settled awards).

For the financial year ended 31 March 2018, compensation expenss relating to the MEREP totalled £37,348 (2017: £56,295),

Participation in the MEREP is currently provided to the following Eligible Employeess:

- staff other than Executive Directors with retained profit share above a threshold amount (Retained Profit Share Awards) and
staff who were promoted to Associate Director, Division Director or Executive Director, who received a fixed Australian dollar
value allocation of MEREP awards (Promotion Awards).

Vesting periods are as follows:

Award type Level Vesting

Retained Profit Share Awards and Promotion  Below Executive Director  1/3rd in the 2nd, 3rd and 4th year following the year
Awards of grant’

Westing will occur on the first day of an sligible staff trading window.
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Note 18. Employee equity participation {continued)

In limited casas, the application form for awards may set out a different vesting period, in which case that period will be the
vesting period for the award. For example, staff in jurisdictions outside Australia may have a different vesting period due to local
regulatory requirements.

For Retained Profit Share awards representing 2017 retention, the allocation price was the weighted average price of the

Shares acquired for the 2017 purchass period, which was 16 May 2017 to 22 June 2017. That price was calculated to be
AUD$ 89.25 (2016 retention: AUD$ 71.55).

Note 19. Contingent liabilities and commitments
The Company has no commitments or contingent liabilities which are individually material or a category of commitments or
contingent liabilities which are material.

2018 2017
£ £
Note 20. Lease commitments
Non-cancellable operating leases expiring:
Not later than one year 32,013 68,668
Later than one year and not later than five years - 228,778
Later than five years - -
Total operating lease commitments 32,013 297,336

Cperating leases relate to office space. The future lease commitments disclosed are net of any rental incentives received.

Note 21. Derivative financial instruments

Objectives of helding derivative financial instruments

The Company uses derivatives to economically hedge for asset and liability management. Cartain derivative transactions may
qualify as net investment in foreign operations hedges, if they meet the appropriate strict hedge criteria outlined in note 2(vi) -
Surmmary of significant accounting policies: Hedge accounting.

Fair value hedges: The Company's fair valus hedges consist of:

~ interest rate swaps used to hedge against changes in the fair value of fixed rate assets and liabilities as a result of
movements in benchmark interest rates.

As at 31 March 2018, the fair value of outstanding derivatives hsld by the Company and designated as fair value hedges was
£638,345 negative value (2017: £4,203,095 negative value).

Net investment in foreign operations hedges
At 31 March 2018, the fair value of outstanding derivatives held by the entity and designated as net investment in foraign
operations hedges was £0 value (2017: £187,707 negative value).

The types of derivatives which the Company trades and uses for hadging purposes are detailed below:

Swaps

Swap transactions provide for two parties to swap a series of cash flows in relation to an underlying principal amount, usually to
exchange a fixed interest rate for a floating interest rate. Cross-currency swaps provide a tool for two parties to manage risk
arising from movements in exchange rates.
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Note 22. Ultimate parent undertaking

At 31 March 2018, the immediate parent undertaking of the Company is Macquarie Asset Finance Holdings Limited.

The ultimate parent undertaking and controlling party of the Company is MGL. The largest group to consolidate these financial
statements is MGL, a company incorporated in Australia. The smallest group 1o consolidate these financial statements is
Macquarie Bank Limited {"MBL"), a company incorporated in Australia. Copies of the consolidated financial statements for MGL
and MBL can be obtained from the Company Secretary, Level 6, 50 Martin Place, Sydney, New Scuth Wales, 2000, Australia.

Note 23. Events after the reporting period
There wera no other material events subsequent to 31 March 2018 that have not been reflected in the financial statements.
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