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Macquarie Europeah Rail Limited

Strategic Report
for the financial year ended 31 March 2019

In'accor_danee with a resolution ef. the directors (the."Directers') of Macquarie European 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 ﬁnanc|al year was the lease of UK freight and. passenger rail
assets under operating leases. The assets were deployed in the'UK.

The Company operates a branch in Luxembourg which was, originally established to acquire and service the
Northern European rall assets. After the sale of the Northern European rail assets in the previous financial year
the branch is undsrgoing plans to be de-registered.

Review of operations

The profit for the financial year ended 31 March 2019 was £1 606 688, a decrease from £124,192,229 in the
previous financial year. -In the previous financial year- the ‘Luxer,nbourg branch " sold. Its assets causlng an
éxceptional profit. '

Operating: profit for the financial year ended 31 March 2019-was £1,325,926, a decrease from £14,848,450 in
the previous financial year.

Administrative expenses. for the financial year ended 31 March 2019 was £4 242,008, a decrease from
£11,993,227 in the previous financial year. .

As at 31 March 2019, the Company had net assets of £88,816,626 (2018: £67,337,053).

Principal risks and uncertainties '

From the perspective of the Gompany, the: principal. risks and uncertainties are integreted with.the principal risks
of the Macquarie Group and are not managed separately, Accordingly, the princlpat risks and uncertainties of
Macquarie Group Limited (*MGL"), which include those -of the Company, are discussed. in MGL's financlal
statements and can be obtained from the address given in Note 20.

-The Macquarie Group operates parts of its European Union ("EU") business from United Kingdom based
. subsidiaries such as the Company. On 29 March 2017, the United ngdorn invoked Article 60 of the Lisbon
Treaty and ofﬁclally notified the EU of its decision to withdraw from the EU (known as “Brexit”). The economic,
regulatory and legal environment as a result.of-Brexit will depend on the nature of the transitional arrangements (if
any), and the Company continues t6 assess the possnble impacts of Brexit and its strategic. options to mitigate

those Impacts. .

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,. IIqundlty risk and operational Aisk. Addmonal risks faced by the
‘Company include legal, .compliance and documgntation 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 (‘RMG")
to ensure appropriate. assessmerit and management of these risks,
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Macquarie European Rail Limited

Strategic-Report (continued)
for the financial year ended 31 March 2019

Financial risk management (continued)

As uttimately 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 s 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 Committes and the Board of MGL. The risks’ which the Company is
exposed fo 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.

Market risk :

The Company Is exposed to- market risk from market value ¢hanges of rolling stock throuigh its leasing activities.
The Directors have adopted the risk mode! used by the Macquarie Group, as appfoved by RMG. This model is
incorporated into the Macquarle Group's risk management systems to enable the Company to manage this risk
-effectively.

Credit risk

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

Liquidity risk

Liquidity risk is the risk of-an ‘entity .encountering difficulty.in mesting ‘obligations with financial liabilities. The
Directors have adopted-the tisk model used by the Macquarle Group, as approved by RMG. This model is
incorporated into 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 ‘extemal parties, all of which earn' a
variable rate of interest. Interest bearing liabilities include payables to other Macquarie Group undertakings and
éxternal parties, which also incur a variable rate of interest.

Foreign exchange risk

The Company has foreign exchange exposures which include amounts recelvable from &rid payable to other
Macquarie Group undertakings and extemal parties which are denominated in non-functiona! 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

G:ven 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-financlal key performance Indicators, the
Company s business impact on the environment and soctal, community and human rights issues in the Strategic
Reportis not neoessaly for an understandirg of the development, performance or position of the business.

On behalf of the Board
TR

Director v

Tim ouuw\m/gh/ 2019

=
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Macquarie European Rail Limited
Company Number 08253782

Directors’ Report
for the financial year ended 31 March 2019

In ‘accordance with a resolution of the Directors (the *Directors”) of Macquarié European Rail Limited (the
*“Company®), the Directors submit hérewith the audited financial statements of the Company and report as follows:

Directors and Secretaries
The Directors who each held office as a Dlrector of the Company throughout the financial year and until the date of

this report, unless disclosed otherwise, were:

T Durham

M Sims
J Watkinson’

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

H Everitt

Results
The profit for the fi nancual year ended 31 March 2019 was £1,608,688 (2018: £124,192,229).

The Luxembourg branch contributed a profit of £20,603 to the overall profit on ordinary activities before taxation of
£1,958,233. In the prior financial year the branch contributed a profit of £1.18,257,230 to the overall profit on
ordinary activities before taxation of £127,180, 375 In the previous ﬁnancnal year the Luxembourg branch sold its
assets causing an exceptional proﬁt

Dividends paid-or provided for
No Intérim dividends were paid or provided for during the current financial year (2018; £129,404,370). No ﬁna!
dividend has been proposed

State of affairs .
The Company. operates a branch in Luxembourg which was_originally established to acquire and service the
Northern. European rail assets, During the prior financial year these assets were sold to Macquarie European Ralil

GmbH.

There were no other slgniﬁcant changes in the state of affairs of the Company that occurred during the current
financial year under réview not otherwrse disclosed in the Directors’ report.

Events after the reporting year -
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 subsequent to 31 March 2019 not otherwise disclosed in

this report.

Likely developments, business strategies and.prospects
The Directors bslieve that no significant changes are expected other than those already disclosed i in this 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 defi ned by Section 234 of the- Companies Act 2006. The indemnity
was in force throughout the last financial year and is cumently in force. The. ultimate . parent purchased and
maintained throughout the financial year directors’ liability insurance’in respect of the Company and its Directors.

* Macquarie European Rail Limited 2019 Directors’ Report



Macquarie European Rail Limited
Company Number 08253782

Dire,,ct_o’rs{ Report
for the financial year ended 31 March 2019 (continued)

Statement of Directors’ responsibilities -
The Directors are responsible for preparing the Directors’ Report and'the financial staterrients in accordance wrth-
applicable law and regulatlons

Company law- reéquires the Directors to prepare financial statéments for each ﬁnanoual year. Under that law the
Directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Aocountmg Practice (United ngdom Accounting . Standards. comprising FRS- 101 “Reduced Disclosure
Framework®, and applrcable law). -

‘Under company law, th'e Directors must not approve the financial statements unless they are satisfied that they
give a true ahd falr view of-the state of affairs of the' Company and of the profit or lbss of the Company for that
. penod In preparing these findncial statements, the Directers.are required to:

¢ select suitable accounting policies and apply them consustently

* 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 materlal departures disclosed and explained in the financial statements; and

. prepare the financial statements on the going concern basls unless it is Inappropnate to presume that
the Company will continue in business.

The Durectors are responsuble for keeplng adequate aooountlng records that are sufficlent to show and explaun 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 detection 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 lnformatlon of which the Company's

auditors are unaware; and
* they have taken all the steps that they ought to have takeén as a Director in order to make themselves

aware of ariy relevant audit information and to establish that the Company's auditors are aware of that
infermation:

'

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 thess financial statements, the Directors .are not aware of any resolution to

terminate the appoinfment of the auditors.

On behatf of the Board

l‘)ﬂeﬂc‘:’ror‘Durz HR
/Al/ Ic/ 2019
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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 giveatrue and fair view of the state of the company’s affairs as at 31 March 2019 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 2019; the profit and loss account, the statement of
comprehensive income, and 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 accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law.
Our responsibilities under ISAs (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 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
ISAs (UK) require us to report to you when:

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

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

We have nothing to report in respect of the above matters.

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. For example, the terms on which the United Kingdom may withdraw from the
European Union are not clear, and it is difficult to evaluate all of the potential implications on the company’s trade,
customers, suppliers 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 opinion 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 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 2019 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 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 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 economic decisions of users
taken on the basis of these financial statements.

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

e 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

o 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.

Phe Looles

Peter Venables (Senior Statutory Auditor)

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

31 October 2019



Macquarie European Rail Limited

Financial Statements ,

Profit and loss account:
for the flnanclal year ended 31 March 201 9

' 2019’ 2018

Note £ £

Tumover - 2(v) 5,564,991 23,817,964
Administrative expenses 3 (4,242,003) .(11,993,227)
Other operating income 2,938 3,023,713
Operating profit 1,325,926 14,848,450
Interest recelvable and similar income - 4 2,965,290 3,722,080
Interest payable and similar charges ' 5 (2,332,983) (3,894,324)
Profit on.disposal of property, plant & equipment 3 - 112,314,169

" Profit on ordinary activities before taxation’ 1,958,233 127,180,375
_Tax on profit on ordinary activities 6 (351,545) " (2,998,148)
Profit for the financial year 1,606,688 124,192,220

The abqvé' profit and loss acoount should-be read in conjunction with the accompanying notes, which form an integral part of

the financlal statements.

! Tha March 2019 financial results reflect thé adoption of IFRS 9 - Financial Instruments (IFRS 8°) and IFRS 15 - Revenue from
- contracts 'with ‘customers (*IFRS. 15%) on 1-April 2018. As parmitted by IFRS 8 and IFRS 15, the Gonipany, has not restated

previously reported financial periods, The effect of the adoption of these-standards is explained in Notes 2.

Tumover and profit on ordinary activities before ‘taxation relate wholly to céntlnuing operations.

Macquarie European Rail Limited 2019 Financial Statements



Macquarie European Rail Limited

Statement of comprehensive income
for the financial year ended 31 March 2019

2019’ 2018

Note £ £

Profit for the financial year _ 14 1606688 124,192,228

" Exchange differencas on translation of foreign operations, net of hedge 14 (19,919) 959,550

Other comprehensive (expénse)/incoms 14 (19,919) | 959,550

Total comprehensive income ‘ 1,588,769 125,151,779,
Total comprehensive income attributable to ordinary equity holders of

125,161,779

the Company

1,586,769

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

. Integral part of the financlal statements:

! The 2019 financlal results reflect the adoption of IFRS -9 - Financtal Instruments (IFRS 9) on 1 April 2018, As permltt'ed by ll-;R,S
9, the Company has not restated previously reported financial periods. The effect of the adoption of these standards is

explained in Note 2.

Macquarie European Rail Limited 2018 Financial Statements .
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Macquarie European Rail Limited

Balance sheet
as at 31 March 2019

2019' 20182
. Note £ ce
(restated)
Fixed assets
Property, plant and equipment .’ 8 39,842,680 42,421,858
Current assets .
Debtors 8 57,213,414 147,601,142
Cash at bank.and In hand ' 10 2,044,686 911,147
Deferred tax assets , ) . 6 76,858 . 107,815
Current liabilities .
Creditors: amounts failing due within-one year ) 11 {2,837,518) (60,581,877)
Dsferred tax liabilties A , 6 " (1,475,532) (1,434,794)
Net current assets 55,021,810 '86,603,433
Total assets less cumrent liabilities 94,964,530 128,926,089
Creditors: amounts falling due after more than.one year 12 (8,148.064'). (41,588,036)
i
- Net assets ’ 88,816,526 87,337,053
Capital and reserves
Called up share capltal 13 59,889,135 69,889,136
Other reserves - - 14 (498,470) . . {478,651)
"Profit and loss account 14 29,425,861 27,928,469
Total shareholders’ funds ' ' . -88;816,526 87,337,053

The above. balance shest should, be read in conjunction with the accompanying notes, which form an Integral part of the
financial statements. .

"The March 2018 financial results reflact the adoption of IFRS 8 - Financlal Instruments (IFRS 8) oh 1 April 2018, As permitted
by IFRS 8, the Company has not restated prevlousty reported financlal periods. The effect of the adoption of these standards is

explained in Note 2.

2The balance shest has been restated. in order to mare rellably teflect the terms of the contract.in the treatment’ of maintenance-
reserve liabllitles as axplained in Note 2(vii).

The financial statements on pages 8 to 27 were authorised for issue-by the Board of Directorson 3 | 0C7¢@2Q 2019
and were signsd on its behalf by:

TN [

) °v“”m/
or
// ¢
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Macquarie European Rail L‘i,mited'

Statement of changes in equity
for the financial year ended 31 March 2019

. Total

Called up Other Profitandloss shareholders’

share capital * reserves account funds

Note B £ £ €

"Balance at 1 April 2017 59,889,135 . (1,436,101) 31,405,500 89,856,504
' - = 1,733,109 1,783,109

‘Restatement in profit and loss account
Restated balance at 1 April 2017

Profit for the financial year - - 124,192,2290° 124,192,229
Other comprehénsive Income : ‘14 - 959,650 - 959,650
Total comprehensive incorne ' - 959850 124,192,229 125,151,779
Transactions with equity holders In their capacity as . ‘
ordinary equity holders: ) .
Dividends paid : - 7 - - (120,404,370)  (128,404,370)
‘Balance at 31 March 2018 ~ 50,089,135 (478,551) 27,006,460 67,337,053
= T (107,208) (107,206

Change on inittal application of IFRS 8 ‘
69,880,135 (478,651) 27,819,173 67,229,767

Restated balance at 1 April 2018 .

~ 59,889,135 (1 438,101 ). 33,138,609 91,569,643 .

“Profit for the financial year . — - <. - 160668 1,606,688
. Other comprehensive income 14 ' - (19,919) - (18,919)
Total comprehensive iIncome - - © (19,919) 1,606,688 1,686,769

“Balance at 31 March 2019 50,889,135 [408,470)  20,425861 88,816,520

3

Thae above statement of. changes in equity should be read in conjunction with-the accompanying notes, which form an integral
" part of the financlal statements. . . . T

The comparatives have bean restated to corréct an’ error In the treatment of maintenance reserve liablities, as explained in
note 2(xvll). .

Macquarie European Rail Limited 2019 Financlal Statements
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'Macquarie European Rail Limited

Notes to the financial statements
for the financial year ended 31 March 2019 '

Note 1. Company information

The Company is a. private comparny limited by shares and is incorporated and domiciled in the United Kingdom (*UK®) and
registered in England and Wales. The address of its registered officé is Ropemaker Place, 28 Ropemaker Strest, London, EC2Y
9HD, United Kingdom.

Note 2. Summary ofisigni'ﬁcant'-accounting policies

i) Basis of preparation
The principal &coounting policies adopted in the préparation of these finanoial statements have been consistently applied to ali the
years presented, unless otherwise stated.

The financial statements have. besn’ prepared in accordance with Financial Reporting Standard 101; "Reduced Disclosure
Framswork' ("FRS 101°). The financlal statements have been prepared under the historical cost convention, as modified by the
revaluation of certain financial asssts and financial liabilities (including derivative Instruments) measured at falr value through profit.
and loss, and in accordance with the Compames Act 2008.

F.RS 101 sets out a reduced disclosure framework for a ‘qualifying entity’ as defined In FRS 101 which addresses.the financial
reporting requirements”and disclosure axemptions in the financlal staterrients of qualifying entities that otherwise apply the
recognition, measurement and disclosuré requirements of EU-adopted International Financial Reporting Standards (*IFRS").

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

* The requrrements of paragraphs, 45(b) and 46-52 of IFRS 2 ‘Share-based Payment: (details of the number and
welghted average exercise price of share-based ‘payment arrangements concsming equity Instruments of another
group entity and how the fair value of goods or services received as determinad),

¢ The requirements of paragraphs 91-to 99 of IFRS 13 'Falf Value Measurement’ (dlsclosure of valuation techniques
and Inputs used for falr value measurement of assets and liabllities to the extent that they apply to non-financlel
asssts); . o

* The requirements of IFRS 7 ‘Financlal Instruments: Disclosures .

* The requirements of paragraphs 38 of Intemational Accounting Standards (" *)-1 ‘Presentation of Financlal.
Statements' to present comparative information i in respect of: i

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

e The requirements of paragraphs 10(d), 10(f, 16, 38A to 38D, 40A to 40D and 111 of IAS 1 ‘Presentation of Financial
Statements' (additional oomparatrves and capital management disclosures);

» The requirements of IAS 7 ‘Statement of Cash-Flows",;

® The requirements of paragraphs 30 and 31 of IAS 8 ‘Acoounting Policies, Changés in Accounting Estimates and
Errors’ (disclosure of information when an entity has not applied a new IFRS that has bsen Issued but is not yat
offactive);

* The requirements of paragraph 17 of IAS 24 ‘Related Party Disclosures® (key management compensation);

* The requirements of IAS 24 to disclose related party transactions entered into betwesn two or mare members of a ’
group where both parties to the transaction are wholly owned within the group; and .

* The requiremsnts of paragraphs 130((i). 130(A(I), 134(d) to 134(f and 135(c) to 135(e) of IAS 36 ‘Impalrment of
Asssts’.

e The requirements of the.second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118, 119(a) to(c), 120 to 127

and 120 of IFRS 15 Revenue from Contracts with Customers.

Macquarie European Rail Limited 2019 Financial Statements 12



Macquarie European Rail Limited

Notes to the ﬁnanctal statements
for the financial year ended 31 March 2019 (continued)

¥

Note 2. Summary of significant accounting policies (continued)

i) ‘Basis of preparation (continued)

Critical accounting estimates and significant judgements -

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

- judgement in measuremsnt of Expected-Credit Loss (ECL) including the choice of inputs, estimates and assumptions relating to
information about past events, current conditions and forécasts of economic conditions(riote 2{);

- estimates in t'he.measurement ‘of financial Instruments measured at fair value through profit and loss,. comprising derivative
financial liabllities;

- 1udgment and an estimate of recoverability of tax recsivables, deferred tax assets and measurement of current and deferred tax

liabilities (note 6); .
- estimates in measurement of Impairment of assets held under operating loases with indicators of impairrnent (notes 2(x) and 8);

and
-estimates in measurement of maintenance reserve liahility (note 2(xv)).

Estimates and judgements are conhnua!ly evaluated and are based on historical expenence and other factors, including
reasonable expewatlons of future events

Management belleves that the estimates used in preparing the financial statements are reasonable. Actual results in the future
may differ from those reported and therefore it is reasonably possible, on the.basis of existing knowledgs, that outcomes within
- the next financial year that are’ different from m_anagement's assumptions and estimates could require an adjustment to the
carrying amounts of the assets and llabliities reported.

New Accounting Standards and Emendments to Accounting Standards and that are effective in the current
financial year

IFRS 9 Financial Instruments

IFRS 9 replaced International Accounting Standard 38 Financlal. Instruments: Recognltlon and Measurement (*IAS 39') from 1
April 2018. IFRS 9 resulted In changes to accounting policiés covering the classification, measurement and impalrment of fihancial
assets s and the appllcahon of hedge aocounting The Company has applied the requiréments of IFRS 9 Iin the current financial

year beginning 1 April 2018.

Transition:
As parmltted by IFRS 9, the Company has not restated its comparative finencial statements and has- recorded transition

-adjustrnents to its opening balance sheet and retained eamings at 1 April 2018 for the Impact of the adoptlon of the IFRS 9
requirements, comprising expected eredlt loss recognised on debtors balances. -

The transition adjustment did ‘ot have a material.impact and resuited. in a reduction of.the Company's shareholder’s fund by
£107,208 after tax. - .

The adoption of the Classlfication and Measurement requirements of the standard did not resuft in significant measurement
differencas when compared to those under 1AS 39.
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Macquarie European Rail Limited

Notes to the financial statements .
for the financial year ended 31 March 2019 (continued)

Note 2. Summary of significant accodnting policies (continued)

v

IFRS 15 Revenue from Contracts with Customers _

IFRS 15 replaces &ll the previous' guidance on revenus recognition from contracts with customers. it requires the identification of
dlscrele performance-obligations within a customer contract and an associated transaction price Is allocated to these obligations:
‘Revenue is recognised upon satisfaction of these performance obligations, which occurs when' control of the goods or services
are transferred to the customer. v

The Company adopted JFRS 15 Revenue from Contracts with Customers on 1 April 2018. No material ad]ustment to opening
retained earnings were made as the’ amendments to accounting policy did not result in slgnlﬁwnt changes to the timing or
amount of revenue recognised-at 31 March 2018, L

The Company adopted IFRS 15 on 1 April 2018 and based on the assessment it has been concluded that all income streams are
outside the'scops of IFRS 15 so there is no transition impact due to adoption on the timing or.amount. of revenue recognised at
81 March 2018.

if) : Going concern
The Directors have a reasonable expectation that the Company has’ ‘adequate resources to continue In operational exlstence for
.the fereseeable future. The Oompany therefore continues to adopt the going concern basis in preparing its financial statements

iiii) Foreign currency translation

Functional and presentatiorn currency

ltems. included in the financlal staterients of foreign operations are measured using the currency of ths-primary economic
environment In which the foreign operation operatés (the functlonal currency) The Company's financlal statements are presented
in '‘Pounds Sterllng (€) , which is also the Company's functlonal ‘currency. The Company's foreign-branch in Luxembiourg has a
“functional currency of Euro

¢
.

Transactions and balances
‘Foreign currency transactions are: translated into the functlonal currency using the exchange rates prevailing at the transaction
date. Foreign exchange gains and losses resulting from’ the settlement of such transaotlons and frorn the translation.at year end
exchange rates of monetary assets and llabllltles denominated in foreign currencies are recognised in the profit and loss, except
when deferred in equity as a result of mesting net lnvestment in foreign operation hedge accounting fequlrements

Foreign operations (branch)

The Company has abranchin Luxembourg The results and financial posmon of the Company's branches that have a functiongl
'currency Gther than Pounds Sterling are trarislated into Pounds Sterling as follows

—assets and liabilities are translated at the closing exchange rate at the date of that balance sheet,

—income and expenses-are translated at actual exchange rates.at the dates of the transactions, and

-all resulting exchange differences, net of gains cr losses on hedging instruments,'are recognised in OCI within a separate
component of eduity being the foreign currency translation reserve (‘FCTR").

iv) - ' Turnover and expense recognmon
Tumover is measured at the fair value of the consideration recelved or receivable: Turnover Is recogmsed for each major-revenue
stream as follows: -

- Operating lease income.
- Fess from éntities within the Macquarie Group for work performed on group activities, which are brought to

. account on an accrual basis.
-Maintenance Income as discussed in Note 2(xv).

Operating lease lncome
Operatmg lease income Is recognised on a straight-line basis over the period-of the lease unless another systematic basis Is more
appropriate. Operating lease income is Included within the turmover line in the profit and loss account.

All lease rentals received but unearned under the lease agresments are recorded as deferred Income.in creditors on the balance
shest until earned.
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:'Macquarie 'Eurdbie‘énﬁéil Limited

Notes to the financial statements
for the financial year. ended 31 March 2019 (continued)

Note 2. Summary of significant accounting policies (continued)

iv) Tumover and expense recognition (continued)
Net interest income/expense’

Interest.income and expense is recognised using the effective interest rate ("EIR") method for financlal assets and liabilities carried
at amortized cost. The EIR-method calculates the amortised cost of a financlal instrument at a rate that discounts’estimated
future cash recelpts -or payments through the expacted iife of the financlal instrurment or, when appropriate, a shorter period, to
the net carrying amount 6f the financial asset or liability. Fess and transaction costs that are integral to the lending amangement
are recognised in the profit and'loss account over the expected life of the instrument in accordance with the EIR method.

When the estimates of payments or receipts of a financial instrument are subsequently revised, the carrymg amount is adjusted to
reflact the actual or revised cash flows with the re-measurement reoognlsed as part of interest income (financial assets) or interest

-expense (financial liabllities).

“The calculation of EIR does not include ECL, except for finantial assets which on Initial recognition are classified as purchased or
originated-oredit-impaired (POCI) interest income on these assets is determined using a credit-adjusted EIR by d|scountmg the
estimated future cash receipts, including credlt losses expected at initial recognition, through the expected life .of the financial
instrument or, when appropriate, a shorter period, to the net carrying amgunt of the ﬁnancla] assat. Interast income on financial
assets that are not classified as POCI but are subsequently classified as credit-| Impaured i recognised by applytng the EIR to the
amortised cost carrylng value (belfig the gross canying value after deducting the impairment Ioss)

Intereét Income on financial assets and ligbilties that are classified as FVTPL is a¢counted foron a contractual rate basis.

Prior to ths adoption of IFRS 9, interast Income on financial assets that were measured at amortised cost (being loans and
receivables and held to maturity. financial assets) or classified as-avallable for sale, was recognised in accordance with the EIR
method. There was no specified accounting treatment under IAS 39 for financial assets that are now classifisd as POCI. These
assets were accounted for on a consistent basis as other financial assets that were measured-at amortised-cost.

Other operaling income .
Other operatlng Incoms comprises other losses and galns relating to foreign exchange differences Inciuding all ‘realised and
unrealised falr vallie 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 pald: at the end of the reporting period, are reflected on the
balance shest.as a payable:

V) . Taxation

The principles of the balance shest method of tax effect accounting have beén adopted whereby the income tax expense for the
financial year is the tax payable on the current year 's faxable income adjusted. for chenges in deferred tax assets and liabliities
attributable to temporary differencas bstween the tax bases of asssts and liabllities and- their carrying amounts in the financial

staternents and unused tax losses. .

Deferred tax assets are recognised when temporary drfferences aflse between the tax bases of assets and-ligbliities 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 asséts are recognised only to the extent that it is probable that future taxable amounts will bs available
against which to utilise those temporary differerices or tax losses Defarred tax liabilities are recognised when such temporary
differences give rige to taxable amounts that are payable in future periods Dsferred tax assets and liabilities are recognised at the
tax rateés expected to apply ‘when the assets are recovered, or'the liabilities are settled undsr enacted or substantively enacted tax

law

<

.
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Macquarie Europeah Rail Limited

Notes to the financial statements
for the financial year ended 31 March 2019 (continued)

Note 2. _Summary of significant accounting policies (continued)

V) Taxation (continued)’

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and liabilities and
when the deferred tax balances relate to the same taxation authority. Current tax assets and liabllities are offset when there is'a
legally enforceable right to offset and an intention to either settle on a riet basis or realise the asset and settle the liability

"simultaneously.

Current and deferred taxes attributable to amounts recognised in OCI are also récognised in ©OCI. The Company exercises
sjudgement .in determiningwhether deferred tax assets, particularly in relation to tax losses, are probable of tecovery. The
Company-undartakes transactions in the ordinary course of business where;the income tax treatment requires the. exercise of
judgerrient. The Company estimates the ‘amount expected to be paid to/(recovered from) tax authorities based -on its
understanding of the law.

(vi) Financial instruments
Recognition of financial instruments
Financial instruments are recognised when the Company becomes-a party to the contractual provisionis of the instmment

A financial instrument Is initially recognised at fair value adjusted for (in the case of instruments not canrisd at fair value through
profit or loss (*FVTPL") transaction -costs that are incremental and directly attributable to. the .acquisition or lssuance of the
financial instrument. .,

De-recognition of financial instruments

Finanolal assets.

Financial assets are ds-recognised from the balance sheet when:

—tha rights to cash fiows have expired

~the.Company has transferred the financial asset such that it has transferred substanﬂally all the nsks and
rewards of ownership of the financlal assst. ‘

Finanolal llabllities ) ] . )
Financlal liabllitles are de-recognised from the balance sheet when the Company's obligation has besn discharged; cancslled or

has explired.

Gains and losses on the derecognition of non-trading related financial assets and liabilities are recognised as ‘other income or
expense disclosed as part of other opgarating' income and charges.

Classification and subsequent measurement

Financlal assets
Financial assets. are classifid based on the business modsl within which the asset Is held and on the basis of the ﬁnancual asset's

contractual cash flow charactenstlcs

Busless model essessment

The Company determines the business model at the level that refiects how groups of financial assets are managed. In
determining the business model, all relevant evidence that is available ‘at'the date of the assessment Is used Including:

() how the performance of the financial assets held within that business model is evaluated and reported to the Macquarle

Group's key management personnel;
(i) the risks that affect the performance of the business model (and the financial .assets held within that busmess model) and, in’

particular, the way In which those risks are managed; and
(i) how managers of the business are compensated (for example, whether the compensatlon is ‘based on the falr value-of the

assets managed or on the contractua! cash flows collected).
The Company exercises judgement to determine the. appropriate level at which to assess its buslness models and‘its intention

with respect to its financial assets.
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‘Macqu.arie European Rail Limited

Notes to the financial statements
for the financial year ended 31 March 2019 (continued)

Note 2. Summary of significant accounting policies (continued)

(vi) Financial instruments (continued)

Solely payment of principal and interest ("SPPI”)

Key considerations for the SPPI assessment include the tlmlng of the contractual cash fiows and the Interest component, where
Interest primarlly reflects the time value of money and the credit risk of the principal outstanding.

Amortised cost .

A financlal asset Is subsequently measured at amortised cost using the EIR method if the following conditions are met:

() the financial asset Is held within a business model whose objective i to hold financial assets in order to collect contractual cash
flows;

@ the contractual terms of the financlal asset give rise on specified dates to cash flows that meet the SPP!I requirements;

(ifi) the financial asset has not been designated to be measured at FVTPL {DFVTPL).

Interest income determined in accordanée with the EIR is recognised in interest income. Gains and losses ansmg from the
- derecognition of fi nancial assets that are measured on an amortised-cost basis are recognised In other income as part of other
operatmgmcome and charges.

Financial liabllities
Financial liabilities are subsequently measured at amortised cost. Gains and losses arising from the derecognition ‘of finandial

liabilities that are subsequently measured on an amortised cost basis are recognised in other income as part of other operatlng
lnoome and charges in the profit and loss account. .

Offsetting of financlal Instruments _
Financial assets and financial liabilities -are offset; and the nst amount reported on the balance shest when there is a legally
enforceable right to offset the amounts and either there‘is an Intentlon to settle on a net basis or.realise the financial asset and

.-settle the financial liability simultaneously.

vii) S Den'vatiyé ins*tn_lménts
Derivative instruments entered into by the Company comprise interest rate 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. purposss, are recagnised on the balance shest and are disclosed as an assef
where they have-a positive feir value at balance date or'as a liability where the fair value at balance shest date is negative.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and subsequently remeasured to
their falr value: Fair values are ‘obtained from quoted market prices in"active markets, Including recent market transactions, .and
valuation teohnlques. including discounted cash flow ‘models and option pridng models, as appropriate. Movements In the falr
values of derivatives are recognised in the profit-and loss, unless the denvatlve meets the requnrgments for hedge accounting.

The best ewdence of a derivative's fair value at initial recognmon is its transaction price, unless its fair value Is' evidenced by
comparison wlth other cbservable current markst transactions in the samie instrument or based .on a valuation technique for
,which variables include only data from observable’ merkets.- 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.

inI) Hedge accounhng

-As part of-its ongoing buslness, the Company Is exposed to several financlal risks, principally that of interest and foreign
exchange rates and commodity price risk (collectively referred to as the hedged risk ‘or exposure). The Company has limited
appetite for-such risks and has policies and practices in place to ensure.that these risks are sffectively managed. The Company
mitigates these risks through the -use of derivative financial instruments and, in- the case of foreign cumency nsk foreign-
denominated.debt issued (collectively referred to as hedging Instruments) In order to account for the dtfference in measurement
bases or lacation of the gains and losges betwesn the exposure that Is being hedged ard the hedging instrument, the Company

applies hedge acoounting as detailed in the paragraph that follows:
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‘Macquarie European Rail Limited i

Notes to the financial statements
for the financial year ended 31 March 2019 (continued)

Note 2. Summary of significant accounting policies (continued)
viii) Hedge accounting (continued)
Net investment hedges

* Nature of hedge: The hedgs of changes ih the Company's foreign denominated net investment in its foregin branch for changes
in foreign curency rates.
" e Hedged risk: Foreign exchange risk (spot) for net investrant in foreign operation
¢ Hedged item: Foreign operations
* Hedging instrument: Interest rate swaps
» Designation and documentation: At inception of the hedge relationship, documentation Is required of the Company's risk
management objective and strategy for the hedge, hedging instrument, hedged item, hedged risk and how the hedge
relationship will mest the hedge effectivenass requirements. ‘
* Hedge effectiveness method: All hedge relationships are required to be assessed for hedgs ineffectiveness both at the
inception and throughout the’ hedgs relationship by demonstrating that:
- an economic relationship exists between the hedged Item and the hedglng Instrument;
- credit risk doss not dominate the changes in value of either the hedged itemn or the hedging instrument; and
- the hedge ratio is reflective of-the Company's risk management approach.
The hedge effectiveness assessment is performed by a combination of qualltatlve and, where applicable, quantitative
assessments Changes in the hedge ratio, or rebalancing, may be required to adjust the hsdged item or the hedging instrumsnt.
‘. Accounting treatment for'the hedging instrument: Fair value through the foreign currency translation reserve and recognised in
the profit ahd loss aocount at the time at which there Is a disposal of the hedged forelgn operation or to non-controlling interests
where there is a partial disposal of a subsldiary that remains consolidated. '
. Aocounﬂng treatment for the hedged item: Foreign exchange gains and losses aré recognised in the Company s.foreign
currency translation reserve.
 Accounting treatment for hedge ineffectiveness: Recognised in the profit and loss account to the extent to which changes In fair
value of the hedging instrument exceed, in absolute terms, the change in the fair value of the hedged item.
* Accounting treatment if the hedge relationship-is discontinued: The galn or loss remains recognised in the forelgn currency
.translation reserve-until such time as there is & dlsposal -of the hadged foreign operation or is recognised in.non-controlling
interests where there is a partial dlsposal of a subsidiary that remains consolidated. .
*. Other accounting policies: Thie foreign ourrency basis spread of the hetiging instrument, being the liquidity chargs for
exchanging different currencies, Is excluded from the hedge designation. This spread is dsferred in the Company’s reserves and
released to the profit and loss account at the time when the hedged exposure affects the profit and loss account.

IAS 39°s hédge aocount/ng réqd/remsnts which were applied prior to the adoption of IFRS 9, for the Company are substantially
the same as that of IFRS 9 with the exception of the requirernent for the hedge to be h/gh;fv effective and the limit on the
.ppiication of hedge accounting for financial risks in non-financial contracts.
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M;acquarie European Rail Limited

Notes to the financial statements
for the financial year ended 31 March 2019 (continued)

Note 2. Summary of significant-accounting policies.{continued)
ix) lmpairmem )
Expected credit losses (“ECL")

The ECL requirements apply to. financial assets measured at amortised cost and FVOCI, lease recelvables. amounts recelvable
from contracts with customers, loan commitmants, certain letters of credit and financial guarantee contracts. The Company
applies a thres-stage approach to measunng the ECL based on changes In the financial asset’s underlying credit risk and

- Includes forward-looking or macro-economic Information (FLI). Where ECL js modelled collectnvely for-portfolios of exposures, It Is

modelled as the product of the probabifity of defautt (PD), the loss given default (LGD) and the exposure at defautt (EAD).,

The calculation of ECL requires ludgemenf and the cholce of Inputs, estimatés and assumptions. Outcomes within the next
financial period that aré different from management's assumptions and estimates- could rasult in changss to the t:ming and-

amount.of ECL to-be recognised.

¢

The ECL is determined with reference to the following stages:

- (Stage | - 12 mérith ECL

At-initial racognition, and for financial assets for which there has nct been a significant Increasa in credit risk (SICR) singe initial

-recognition (or for thoss financial assets for which the credit risk is considered to be low); ECL is dstermined ‘based on the PD

over the naxt 12 months and the lifetimé losses associated with such PD, adjusted for FLL.
Interest income is deterrnlned by applying the financial asset's EIR to the.financial asset’s gross carrying amount.

i I)Stage Il - Lifetime ECL not credit-impaired -
When there has besn a SICR since initial recognition, the ECL is determined with reference to ths.financlal asset's life-time PD

and the lifetime losses associated with that PD, ad)usted for FLI. The Company assesses whether there-has been a SICR since
initial recognition based on qualitative, quantitative, and reasonable and supportable FLI that includes significant management
judgement.

Use of more alternative criteria could result in S|gnrﬁcant .changss to the timing and amount of ECL to be. recognlsed Lifetime ECL
is generally determined basad upan the contractual maturity of the financiel asset. For revolving facilities, the Company exercises
judgement based on the behavioural, rather than contractual characteristics of the facllity type.

Interest incoms is determined.by applying ‘the financial asset's EIR to the financial asset's gross carrying amount.

(m)Stage 1Ii - Lifetime ECL credit-impaired
Financlal assets are classified as. stage i where they are determined to be credit impaired. This includes exposures that are at

least 80 days past due and where the obligor Is unlikely to pay wrthout recourse against available collateral.

The ECL for credit impaired financial assets is generally measured as the difference betwieen the.contractual and  expscted cash
flows from the individual exposure, discounted using the EIR for that exposure For credrt-lmpalred exposures that are modslled-
collectively, ECL is measured as the-product of the lifetims PD, LGDand EAD, adjusted for FLI.

Interest Income Is determined by applying the financlal asset’s EIR to the financial asset's amortised cost carrying value, being the
gross carrying value after the ECL provision.
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Macquarie European Rail Limited

Notes to the financial statements
for the financial year ended 31 March 2019 (continued)

Note 2. Summary of significant accounting policies {(continued)

x) Tangible assets .

Tangible assets are stated at historical cost (which includes, where applicable, directly attributable borrowing costs) less, were
* applicable, accumulated depreciation and accumulated Impairment losses. Historical cost includes expenditure directly
attributable to the acqulsition of tho asset. Tanglble asssts include assets leased out under operating leases.

Depreciation on all assets Is calculated on a straight-line basis to allocate the difference between’ cost and resldual valuss over
their sstimated useful lives, at the following rates:

Compiiter equipment 10 td 20 percent
Assets under operating leases - 310 4 parcent .

Useful lives and residual values are reviewed annually and reassassed.in light of commercial and technological developments: If
an asset's canrying value Is greater than its recoverable ‘amiount, the cai'ryin_g_ amount is writtsn down immediately to its
recoverable amount. Adjustments arisin§ from such'items and on disposal are recognised in the profit and foss.

Galn and loss on dlsposal are determined by comparing proceeds with the asset’s carrying amount and are regognised in the
profit and loss.

xi) Provisions
Provisions are recognised when it is probable that an outflow of economiic benefits will be requlred to settle a present legal or
constructive obligation that has ariSen as a result of past events ‘and for which a reliable estiméte can be made.

Employee benefits
A liabiiity for employee beriefits Is recognised by, the entity that has the obllgatlon to the employee. Generally, this is consistent
‘with the legal position of the parties to the employment contract.

Llabﬂmes for unpaid salariés, salary related costs and provisions for.annual leave are recorded.on the balance sheet at the salary
rates which are expscted to bs paid when the liabliity is settled.-Provisions for Iong service leave and other long-term bensfits are
recognised at the present value of expectad future payments to be. made

In determinlng this amount, considsration'is given to expected future satary Ievels and employes sefvice histories. Expected future
payments are discounted to their net present value using discount rates on high quahty corporate bonds, except ‘where there Is
rio desp market in which case rates on applicable government securities are ussd. Such discount rates have terms that match as

closely as pessible the expected future cash flows. . . -

Provisions for unpald employee benefits are derecognised when the bensfit is settled, or is transferred to another éntity and the
Company Is legally released from the obligation and does not retain a constructive obligation.

xii) ‘Performance. based remuneration

Share based payments

The ultimate parent entity, MGL, operates share based compensation plans, which include awards (including those. delivered
through the Macquarie Group Employee Retained Equity Plan ("MEREP") granted to employees under share acquisition. plans.
The Company recognises a prepald asset at grant for thess awards, where MGL is reimbursed In advance. This amount is
recognized as an expense over the respective vesting periods. MGL recognises a_corresponding Increase in eqwty for these

equity settled awards granted to employees.
The awards are measured at the grant dates based on théir fair value-and using the number of squity instruments expected to

vest.

Profit share remuneration .

The Company recognises a lla/bllrty and an expense for profit share remuneration to be paid in cash with reference to the
performance period to which the- profit share relatés.
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Macquarie European Rail Limited

Notes to the financial statements
for the financial year ended 31 March 2019 (continued)

Note 2. Summary of significant accounting policies (continixed)

xiii) Cash at bank -

Cash-at bank comprises cash balances and call deposits whh quallfying financlial Institutions. Depasits are repayabls 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.

xiv) * . Leases
Leasas where the. lessee has substantially all the risks and rewards Incidental to ownership of the leased assets are classified as
finance leases. All other leases.are opsrating leases.

Leases entered into by the Company &s Iassee are operating leases. The totaf fixed payments made under operating Ieases are
charged to the profit and loss on a straight-line basls over the period of the lease

Purchased assets, where the Company is the lessor under operaﬂng leases, are carried at cost and deprac!ated over thelr useful =~
lives whlch vary depending on each class of asset and ranges from 24 to 30 years, .

xv) *  Maintenance reserve

Under the provisions of all of the leasss, l6ssess are responsible for maintenance and repalrs, Including major.maintenance events
("MMESs") over the term of the lsase. The Company is frequently involved in-the procuremsnt of MMES, efther through the lessee
or directly from a malnteriance provider. Where the MMEs are procui'ed throygh the lessee, the Company will typically agres the
tevel of lessor contribution to the MMEs at the commancdemsnt of the lsase. Where the Company contracts drecﬁy with the
malntenance provider, the cost Is the résponsibllity of the Company.

To assist in fundlng MMEs the Company typleally collects perodio cash payments from Iessees inv addition to lease rentals, which
are deferred and recorded as a contract liability. These paymsnts-are calculated by consldarlng current cost estimates of MMEs
over the economic useful life of the-asssts, taking into account actual and forecast usage of the asset: In some cases the leass
.rentals implioitly Include an amount for the cost of MMEs and this portion of the lease rentals is aiso recordsd as a liability In the
balance shest. Under cqrtaln leases, periodic cash payments .are not collected and under these leases the lesses is either directly
responsible for funding the MMESs or, where the MMEs occur after the expiration of the leass, the lesses Is obligated to make an
end of lease payment représenting its-consumption of the estimated value ‘of the’ whols life. ma!ntenance costs. Whan the
Company makes a payment for MMEs, themaintenance reserve liabllity s reduced to. reflect satisfaction of the performance
obllgatlon For flests where there is no obligation to continue angolng leasing of the roliing stock to the end of its ussful sconomic
life, there Is no future obligation for MMES. No llabillty Is recorded as a malntenance resarve for thase flasts as there Is no
psrformance obligation in respsct of the provision of maintenance. For those fiests, all cash,received from the lesses Is

recognised as operating isase incoms.

xvl)) Called up share capital .
Ordinary shares are classifisd as equity. Incremental costs diréctly attrlbutahle to the issus of new shares are shown In equity as a
deduction, net of tax, from the proceeds.

xvii) - Comparatives " .
Where necessary, comparative information has besn restated to conform to changes in-presantation In the current year.

The financial statements for the year ended 31 March.2018 have been restated to release a maintenanoe reservs liabllity on roliing
assets to ths profit and loss account, in ordsr to more reliably refiect the terms of the contract. Accordingly, £2,166,388 of
malntenance ressrves (previously recorded as payable to other Maoquarle Group undertakings) were derecognised and tha profit:
and loss account increased by £2,166,386 as-at 1 April 2017. The ‘additional incoms recognised will be subject to UK corporation
tax and accordingly £433,277 of. corporation tax payable was recognised and the profit and loss account decreassd’ by
"£433,277. The deferred tax assets and deferred tax liabllities have besn grossed up as of 31 March 2018 by £107,816.
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Macquarié European Rail Limited

Notes to the financial statements {(¢ontinued)
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2019
£ €
Note 3. Profit on ordinary activities before taxation
Profit on ordinary activities before taxation is stated after (crediting)/charglng:
Wages and salarles - 668,676
Social security costs - 69,032
Share based’payment costs i - 39.830
Staff costs - 677,438
Operating lease ingome (5,778,713) (24,629,044)
Forelgn exchanige gains ) (241,852) (696,763)
Depreciation expense . 1,752,287 7,006,376
Impairment éxpensé’on rolling assets 726,610 -
Service fess paid to other Macquarie Group undertakings 1,220,256 3,392,419
Qain on disposal of tanglble assets- - (112,314,159)
Rent and occupancy costs ) .26,081 76,488
Fees payable to the Company's aviditors for the audit of the Company 25,902 22,051
" The Company had nil employess during the year (2018: 1). - B
Note 4. Interest receivable and similar income .
Interest receivable from other Macquarie Group undertakings 2,965,290 3,722,090
Total interest receivable and similar income ' 2,965,290 3,722,000
Note 5 Interest payable and similar charges
Interast payable to other Macquarie Group undartakings 2,332,983 3,694,324
Total interest payable and similar charges 2,332,083 3,694,324
Note 6. Taxation
i) Tax expense Included in profit or loss
Cuménttax =~
UK corporation tax at 19% (2018: 19%) (282,263) (474,264)
Adjustments in respect of previous periods 17,636 (162;490)
Foreign tax incLired (15218)  _ (1,276,840)
Current tax (279,844) (1,903,683)
Deferred tax .
Origination and reversal of timing differences- (80,136) (974,350)
Adjustments in respect of previous periods - . ‘68,713
Effect of chenges in tax rates 8,435 (188,925)
Total deferred tax ) (71,700)  (1,094,662)
Tax on profit on ordinary activities (351,545) (2,998,146)
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Notes to the financial statements (continued)
for the financial year ended 31 March 2019

‘ 2019 2018
£ £
Note 6. Taxation (contmued)
i) Tax (expense)fncome included In other comprehenslive iIncome
Foreign currency translation reserve B o (20) . 860 )
Total tax benefit relating to Items of other comprehensive income (20) 960
iif) Reconciliation of effective tax rate
) The income tax expense for the period is higher {2018: lower) than the standard rate of
corporatlon tax In the UK of 19% (2018: 19%). The differances are explainad bslow:
Profit before taxation 1,958,233 127,190,374
* Profit on ordinary activities before taxation multiplied by standard rate of corporation tax in

‘the UK of 19.00% (2018: 19.00%) (672,089)  (24.166.171)
Effects of:
Adjustmefts in respact of pravious periods . 17,636 (83,777)
Non deductible expsnses (861)- -
Change In tax rate .8,435 (188,926)
Fareign tax incurred (15,218) (1,276,840)
Non assessable income 10,527 22,717,567
Tota] tax on profit on ordinary activities (351,545) (2,898,148)

e tax rate for. the current year Is consistent with the prior year. The UK corporation tax rate was reduced from 20% to 19%
with effect from 1 Apnl 2018, and will further reduce to 17% from 1 April 2020. Deferred tax has baen measured at 17%.

iv) Deferred tax comprises timing differences attiibutable to:
‘Deferved tax assets

Financlal instruments & revaluations 76,858 107,815
Total deferred tax assets 76,858 107,815
‘Deferred tax liabilities

Fixed assets (1,475,532 (1,434,795)
Total deferred tax liabilities (1,475,532) (1,434,795)
Deferred tax liabilities (1,398,674)  (1,326,980)
v) Reconcillation of the Company's movement in deferred tax

Balance at the beginning of the financlal year - . (1,326,980) (232,417)
Adjustment to opening deferred tax assets dus to transition to IFRS 9 5 -
Adjustment in respect of previous perlods - . 68,713
Deferred tax charged to profit and.loss account for the period , (80,136) (974,350)
Effect of changes in tax rates 8,437 "(188,926)
Balance at the end of the financial year ° (1,398,674} (1,326,980)

The majority of the above amounts are expected to be recoverad after 12 months of the balance date by the Company.

Macquarie European Rall Limited 2019 Financial Statements

23



Maéquarie.-European Rail Limited

Notes to the financial statements (continued)
for the financial year ended 31 March 2019

.

Total property, plant and equipment

2019 2018
£. £
Note 7. Dividends and distributions paid or provided for.
‘Dividends (and distributions) paid
Dividend paid R -~ 129,404,370
Total dividends paid - 129,404,370
Note 8. Tangible assets
Computer equipment
Cost 18,437 18,776
Less accumulated dspreciation (18,437) (18,776)
Total computer equipment # - .
Freight rolling stock
Cost 2,176,817 -
-Less accumulated depraciation (491,570) -
Leéss impalment. '(347,349) -
Total assets under operating leases 1,337,898 -
Assets under operating leases
Cost 49,425,621 51,802,517
Less accumulated depreclation (10,441,578) (8,180,861)
Less impairment _ (379,261) -
Total assets under operating leases 38,604,782 42,491,656
‘39,942,680 42,421,656

Aportfolio of freight rolling stock was Impaired In the current yaar by £726,610 as a result-of a reduction in demand for assets
of this class: This stock was impalred to its recoverable . amount, determined by applying a market-based assessment of fair
value less’ costs of disposal. The valus was determined usmg inputs in Level 2 of the fair value hierarchy, most significantly

assumptions regarding prices for similar assets.

The future minimum lease payments expected to be retelved under non-cancsliable leases are as follows:

Not later than one year N 5,308,808 5,693,931

Later than one year and not later than five years ' 5,623,804 10,830,413

Total future minimum lease payments receivable 10,830,412 18,624,344
24
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Notes to the financial statements (continued)
for the financial year ended 31 March 2019

2019 2018
£ £

Note 9. Debtors
Amounts owed by other Macquarie Group undartakjngs ) 56,969,159 147,454,388
Other debtors - 244,255 46,756
Total debtors . ) '57,213,414. 147,501,142

“Amounts owed from other Macquarie Group undertakings are unsecured and have no fixed date of repayment. t. The Company
derives interest on intercompany balances to group undertakings at market rates and at 31 March 2019 the rate appliad
ranged between LIBOR plus 1.18% and LIBOR plus 2.41%. (31 March 2018: LIBOR plus 1.15% and LIBOR plus 1.36%). At
the reporting date, amalnts owed from other Macquarle Group undertakings are presented net of ECL allowance of £1 18 889
'(2018: £ nil),

Note 10, Cash at bank and in hand

Cash at bank 2,044,686 911,147

Total cash at bank and in h‘and . 2,044,686 911,147
‘ .

2019 2018

£ £

(Restated)

Note 11.. Creditors: amounts falling due within 6ne year

Amounts owed to Macquarie Group undertakings’ ) ) 55,640 57,230,173
‘Accruals and deferred income 221,339 222 500
Derivative liabilities® : . 457,567 638,345
Other creditors 3,821 256,736
Trade creditors : . 39,291 -
Taxation , 2,050,758 2,235,123
Total creditors: amounts falling due within one year 2,837,516 60,681,877

‘Amounts | owed to other Macquarie Group undertakings are unsecured and have no fixed .date of repayment. The Company
incurs Iriterest on amounts owed to other Macquarie Group undertaklngs at market rates and at 31 March 2019 ths rate

.applied was LIBOR plus 1.93% (31 March 2018: LIBOR plus 1.36%).
2Frther information regarding derivative liabiltiss Is given in Note 19.

Note 12, Creditors: amounts falling.due after more than one year

Amounts ‘owed to Macquarle Group undertakings' - 41,588,086
Maintenance reserve’ ' 6,148,064 _ -
Total creditors: amounts falling due wnhm one year 6,148,064 41,588,038
'Amounts owed to other Macquarie Group undertakings are unsecured.. The long term loan held with. Macquarie Euro Limited
of £36,097,307 was settled on 6 Degcember'2018. The Company Incurred Interest:on amounts owed to other Macquarie
Group undenakings at market rates and at 6 December 2018 the rate ‘applied was LIBOR plus 1.36%. “The maintenance
reserve balances are settled when the related claims are reimbursed to lessess or when the lease terminates. A restatement of
£2,166,386 of maintenance reserves (pravlousty recorded as payable to other Macquane Group undertakings) were
derecognised and the profit and loss account Increased by £2,166,386 as at 1 April 2017 as explained in Note 2{(xvi).

‘ 2Ma‘intenance ressrves were previously recorded as payable to other Macquarie Group undertakings.
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Notes to the financial statements (continued)
for the financial year ended 31 March 2019

a

Note 13. Called up share capital

2019 2018 3019 2018
’ Nimberof  Number of c .
- shares - ‘shares
Ordinary share capital E ~ T
Opanhing balance of fully paid ordinary. shares at £1 each 50,889,135 50,889,135 - 59,889,135 50,889,135
Closing balance of fully paid ordinary shares . 59,889,135 59,889,135 59,889,135 59,889,135
Note 14. Other reserves and profit and loss account:
Other reserves ) .
Foreign currency translation reserve . '
Balance at the beginning of the financial year @78,851)  (1,438,101)-
g:;rge;z ;;?:Jsrlna;:; differences arising during the financial year, net of gains or losses on (19,919) 959,550
Balance at the end of the year o ) . .(498,470).  _ (478,651)
2019 2018
! £ e
_ (Restated)
Profit and loss account ‘ _
Balance at the Vbeginning of the financial year ‘, 27,926,469 31,405,600
Restatemant In profit and loss account ) © - 11,733,109
Change on initlal appfication of IFBS,Q (Note 2) ) (107,296) -
_Restated balance as at 1 April 2018 o 27,819,173 33,136,609 -
-Profit for the financial ysar ' 1,606,688 124,192,230
Distributions pald or providad' .o -~ = (129,404,370)

Balance at the end of the year B S 20,425,861 27,926,460

A restatement of £2,168,386 of maintenance reserves (previously recorded as payable to other Macquarie Group undertakings)
were dereoognlsed and the profit and loss account increased by £1,733,109 which is made up of gross income of £2,168,386
and the tax effect thereon of 2433 277, as at 1 April 2017 as explained in Note 2(xvi).

Note 15." Related party mformatlon
As 100% of the votfng rights of the Company are controlled 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 forn part of the Macquarle Group The consolidated financial statements of MGL, within which the
Company is lncluded can be obtained from the address given in Note 20. .

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 16. Directors’ remuneration

During the fi nancial years ended 31 March 2019 .and 31 March 2018, all Directors, were employed by and recelved all
emolumants from other, Macquarie Group undertakings. The Directors perform directors’ dutles. for multiple- entities In ‘the
Macquarie Group, ‘as well as. thsir employment duties within Macquarie Group businesses. Consequenitly, -allocating their
“employment compensation accurately across all these dutles would not be meaningful. Accordingly, no separate rémuneration
‘has been disclosed apart from where stated above. :

Note 17. Contingent liabilities and commitments . }
The Company has no commitments or contingent liabilities which are individually material or a category of commitments of
contingent: liabilities which are material,
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.Notes to the financial statements (continued)
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2019 2018
L . e . L N B £ ... £
Note 18. Lease commitments -
Non-cancellable operating leases explring:
_Not later than ona year- " - T 32,018
Total operating lease commitments s ‘ - 32018

" Operating leases relate to office space. The future lease commitments disclosed are nst of any | rental incentives recelved

‘Note 19. Derivative financial instruments
Objectives of holcrng derivative financial instruments

The Company uses derivatives to economically hedge Its exposure to foraign currency movements on its net investment in its
branch. Certain derivative transactions may qualify as'net investment in forengn operations hedges if they meet the appropriate
strict hedge criteria outlined i in note 2(vu) Summary of significant acceuntlng palicles: Hedge accounting.

P

H

Net investment hedges: The Company's net Investment hedges consist of:
- interest rate swaps used to hedgs against its exposure to forsign currency movements on fts net investment in its branch.

As'at 31 March 2019, the falr value of outstanding derivatives held by the Company and designated.as a riet Investment hedge
was £467,567 negative value (2018: £638,345 negative value).

' .

Note 20. Ultimate parent undertaking

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

The Uttimate parent undertaking- and controlling party of the Corhpany is Macquarle Group Limited ("MGL"). The largest group
to consolidate these. financial staternents is MGL, a company Incorporated in Australia. The smallést group to consolidate these
financial statements Is Macquarie Financial Holdings Pty Limited (" MFHPL"), a company. incorporated in Australia.. Coples of the-
consolldated financial statements for MGL and-MFHPL can be ‘obtained from the Company Sacretary, Level 6, 50 Martin Plac;
Sydney, New South Wales, 2000 Australia.

Note 21.” Events after the reporting year
There were no other material svents subseguent to 31 March 2019 that have not been reflscted in the financial statements.
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