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-BIOMASS UK NO. 2 LIMITED
" Company Registration No. 09847089 (England and Wales)

'DIRECTORS' REPORT
.FOR THE YEAR ENDED 31 DECEMBER 2018

- The ditectors present their annuel report and audited financial statements for the year ended 31 December 2018. ‘

Pnnc:pal activities
The pnncnpal activity of the company continued to be that of development and operation of Biomass assets.

Dlrectors ' ’
The directors who held off ice durlng the year and up to the date of sngnature of the fi nanual statements were as
follows:

N Brown - (Resigned 3 April 2019)
~ F Murray ‘ ‘ L
- AViah

Results and dividends
The Directors do not recommend the payment of a dividend for the financial year ending 31 December 2018 (2017
£Nil). . . .

Quallfylng third party mdemmty provisions

The Directors have the benefit of an indemnity provision contained in the Company’s Articles of Assocnatlon
subject to the conditions set out in the Companies Act 2006. This is a ‘qualifying third party indemnity’ provision as
defined in section 234 of the Companies Act 2006. '

Aviva plc, the Company’s ultimate controlling party, granted in 2004 an indemnity to the Directors against liability in
respect of proceedings brought by third parties, subject to the conditions set out in the Companies Act 1985 (which
continue to apply in relation to any provision made before 1 October 2007). This indemnity is a ‘qualifying. third
party indemnity’ for the purposes of sections 309A to 309C of the Companies Act 1985. These qualifying third party
indemnity provisions remain in force as at the date of approving the Directors’ Report by virtue of paragraph 15,
Schedule -3 of The Companies Act 2006 (Commencement No.3, Consequentlal Amendments, Transitional
Provnsnons and Savmgs) Order 2007 .

Going concern -

After making enquiries, the Directors have a reasonable expectation that the Company has adequate resources to
continue in operational existence for the foreseeable future. In reaching this conclusion, Aviva Investors REaLM
Infrastructure No.3 Limited has confirmed that it will not call for repayment any loan amounts owed to it by the
Company for a 12 month period from the date of signing the Financial Statements. Therefore, they continue to
adopt the going concemn.basis in preparing the Financial Statements.

Please refer to note 1.14 for further details.

" Future developments
During the coming year, the Company will continue to manage the development and operation of Biomass assets.

As part of the ongoing development of the Biomass assets, there are various claims being disputed with a third-
party contractor which could, if successful, become material. We have engaged professional advisors to assess the
validity of all claims and, at present, they have not been presented with sufficient evidence from the counterparty to
allow proper substantiation of all claims. The Members dispute the clalms raised against the Company, based on
current avallable advice and evidence. ..

Independent auditors
The independent auditors, PricewaterhouseCoopers LLP, are deemed to be reappointed under section 487(2) of
the Companies Act 2006.




" BIOMASS UK NO. 2 LIMITED
‘Company Registration No. 09847089 (England.and Wales)

DIRECTORS' REPORT (CONTINUED) -
. FOR THE YEAR ENDED 31 DECEMBER 2018

Statement of directors’ responsmllltres
The directors are responsible for preparing the annual report and the fi nancral statements in accordance with
applicable law and regulations. .

Company law requires the directors to prepare financial statements for-each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
" Accounting Practice (United Kingdom Accounting Standards and applicable law)."Under company law the directors
‘must not approve the financial statements unless they are satisfied that they ‘givé a true and fair view of the state of.
~affairs of the company and of the profit.or loss of the company for that perlod In preparing these financial
statements the directors are- requrred to:

. & select suitable accountlng policies and then apply them consistently;
. make judgements and accounting estimates that are reasonable and’ prudent;
. prepare the financial statements on the gomg concern basis unless it |s inappropriate to presume that the
company will contrnue in business. . . :

The directors are respons:ble for keeping adequate accounting records that are sufficient to show and explam 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 statemernts comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the preventlon
and detectlon of fraud and other irregularities. . . .

Statement of disclosure to auditors

So far as each person who was a director at the date of approvrng this report is aware there is no relevant audit
information of which the company’s auditors are unaware. Additionally, the directors individually have taken all the
necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant audit
information and to establish that the company’s auditors are aware of that information.

This report has been prepared in accordance with the provrswns applicable to. companres entitled to the smaII
companies exemption. . .

- On’behalf of the board

F Murray
Director

Date: .6 WAW’ZO"" : . -




-Independent auditors’ report to the members of meass'
UK No.2 UK Limited

Report on the audit of the financial statements

Disclaimer of opinion

- Because of the significance of the possible impact of the uncertainties described in the Basis for disclaimer of opinion
paragraph below, we have not been‘able to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion. Accordingly we do not express an.opinion on Biomass UK No.2 UK Limited’s financial statements.

We were engaged to audit the financial statements, included within the Annual Report and Financial Statements (the
“Annual Report”), which comprise: the balance sheet as at 31 December 2018; the statement of comprehensive income,
the statement of changes in equity for'the year then ended; the accounting policies; and the notes to the financial

‘ _ statements. The financial reporting framework that has been applied in their preparatlon is United Kingdom Generally

Accepted Accountmg Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Fmanc1al Reportmg
Standard apphcable in the UK and Republic of Ireland”, and apphcable law)

Basis for disclaimer of opinion

During the course of our audit we identified multiple uncertainties which could have a possible impact on the financial

- statements.

Given the current activities of the company, primarily the constructlon of a single biomass asset, the existence of material .
claims and uncertainties arising during the course of construction have a possible significant impact. The asset under
construction is recorded in the balance sheet at 31 December 2018 at £48,327,331 including an amount of claims agreed
and paid of £149,736. There are various additional claims for material amounts being disputed with third party

" subcontractors, and at the date of approval of these financial statements the amount at which these claims may be settled
cannot be determined. .

Consequently, the amount at which the asset under constructlon and the prov151ons for claims are recorded may be
subject to material change. .

Funhermore, the company’s forecasts show that if the addmonal clalms were accepted, the com pany may not be able to
fund the payment of these liabilities, which results in a material uncertainty which may cast significant doubt about the -
company’s ability to'continue as a going concern. The financial statements do not include tlie adjustments that would"
result if the company was unable to continue as a going concern.

Further information about these matters is included in note 1.14.
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

A 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 2, the dlrectors are responsnble 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.asa

going concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors éither intend to liquidate the company or to cease operations, or have no realistic alternative but todo .
" s0. ' ) .

Auditors’ responszbllmes for the audit of the financial statements

Our responsibility is to conduct an audit of the financial statements in accordance with ISAs (UK) and to issue an -

auditors’ report. However, because of the matters described in the Basis for disclaimer of opmlon section of our report, we .
were not able t6 obtain sufficient approprlate audit evidence to provide a basns for an audit opinion on these ﬁnanc1al
statements. .

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 mto whose hands it
may come save where expressly agreed by our prior consent in writing.




: Independent audltors report to the members of Bzomass
UK No.2 UK letted

,_'Report on_~the audit of the financial statements

Other required ‘reporting

Companies Act 2006 exception reporting
Under)the Companies Act 2006 we are required to report to you if, in our opinion: '
e ‘we have not recelved all the information and explanations we require for our audlt or

e adequate accounting records have not been kept by the company, or returns adequate for our audlt have not
~ been received from branches not v1$1ted by us; or

.o 'the financial statements _are not in agreement with the accounting records and returns.

We have no eﬁcception's. to report arising from this responsibility.

Entitlement to exemptions

"Under the Compames Act 2006 we are required to report to you if, in our oplmon the directors were not entltled to
- prepare financial statements in accordance with the smaH companies reglme We have no exceptlons to report arising
from this respon31b111ty . )

Sandra Dowling (Senior Statutory Auditor)

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

' London

{ August 2019




BIOMASS UK NO. 2 LIMITED
Company Registration No. 09847089 (England and Wales)

STATEMENT OF COMPREHENSIVE INCOME.
FOR THE YEAR ENDED 31 DECEMBER 2018

; 2018

Notes £

Administrative expenses ‘ . ' : (6,908,633)
Interest receivable and simitar incdrﬁe : 6 ’ ’ 878
Interest payable and similar expenses - 7 © (6,710,579)
Investment impairment S S - oo : -
Loss before taxation . , o . . - (13,618,334)
Taxonloss.” - ) . 9 - . 194,626
Loss for the, financial year o .. (13,423,708)

2017
£
(615,545)

1,993,305
(5,556,686)

- (1,992,674)

(6,171,600)

(6,171,600

The Statement of Comprehensive Income for the year ended 31 December 2018 and year ended 31 December -

2017 has been prepared on the basis that all operations are contlnumg operations.




BIOMASS UK NO. 2 LIMITED
Company Registration No. 09847089 (England and Wales)

BALANCE SHEET
AS AT 31 DECEMBER 2018

Fixed assets
Intangible assets
Tangible assets-
Investments

Current assets’ .
Debtors - '
Cash at bank andl in hand

Creditors: amounts falllng due within 4

one year
Net current liabilities
Total assets less current Iiabilitigs

Creditors: amounts falling due after
more than one year

Net liabilities

Capital and reserves
Called up share capital
Profit and loss reserves

Total equity

Notes

1"
12

15.

16

17

19

2018

£ £
1,977,273
43,544,337
~ 1
- 45,521,611
3,046,808
346,745
3,393,553
(10,469,952)
(7,076,399)
38,445,212

(61,675,162)

(23,229,950)

1,009
(23,230,959)

(23,229,950)

2017 »;
£ £
2,067,292
41,489,730
1 .
. 43,557,023 .
2,096,084
. 805,751
2,901,835
- (8,013,395)
" (5,111,560)
38,445,463

(48,251,705)

(9,806,242)

1,009
(9,807,251)

(9,806,242)

- Thesé ﬁr;ancial statements have been prepared in abcordance" with the provisidns applicable to companies subject '

to the small companies regime.

The financial statements were approved by the board of dlrectors and authorised for issue on .............. .......... and

are signed on its behalf by:

F Murray
Director

-Company Registration No. 09847089




BIOMASS UK NO. 2 LIMITED
.Company Registration No. 09847089 (England and Wales)

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

. Share Profitand  : Total
capital loss '
reserves '
£ £ A X
Balance at 1 January 2017 . . S 1,009 (3,635,651) (3,634,642)
Year ended 31 December 2017 } . AT
Loss and total comprehenswe income for the fi nancial year . ) ) .- (6,171,600) (6,171,600)
Balance at 31 December 2017 A ' 1,009 (9,807,251) (9,806,242)
Year ended 31 December 2018: : oo oo
Loss and total comprehensnve |ncome for the ﬁnancual year © - (13,423,708) (13,423,708)

Balance at 31 December 2018 S , - 1,009 (23,230,959) (23,229,950)




BIOMASS UK NO. 2 LIMITED
“‘Company Registration No..09847089 (England and Wales)

NOTES TO THE FINANCIAL STATEMENTS

' FOR THE YEAR ENDED 31 DECEMBER 2018

.14

Accounting policies

Company mformatlon
Biomass UK No. 2 Limited is a private company limited by shares mcorporated in England and Wales The
registered office is St Helen's, 1 Undershaft, London, EC3P 3DQ.

Accounting conventron

These financial statements have been prepared in accordance with FRS 102 “The Financial Reportrng

. Standard applrcable in the UK and Republic of lreland" (‘FRS 102”) and the requrrements of the Companres
- Act 2006. . .

“ The financial statements are prepared in sterllng, which is the functional currency of the company. Monetary
- amounts in these f nancral statements are rounded to the nearest £. : .

The financial statements have been prepared under the historical cost convention. The principal accounting
policies adopted are set out below.

This company is a qualrfylng entity for the purposes of FRS 102, being a member of a group where the parent

", of that group prepares publicly available consolidated financial statements, including this company, which. are

1.2

intended to give a'true and fair view of the assets, liabilities, financial position and profit or loss of the group. °
The company has therefore taken advantage of exemptions from the followirig disclosure requirements:

. Section 4 ‘Statement of Financial Position’- - Reconciliation of the opening and closing number of
shares;

. Section 7 '‘Statement of Cash Flows’ — Presentation of a statement of cash flow and related notes
and disclosures;

. Section 11 ‘Basic Financial Instruments and Section 12 ‘Other Financial Instrument Issues’ —
Carrying amounts, interest income/expense and net gainsflosses for each category of fi nancial
instrument; basis of determining fair values; details of collaterat, loan defaults. or breaches, details of
hedges, hedging fair value changes recognised in profit or loss and in other comprehensive income;

. Section 33 ‘Related Party Disclosures’ — Compensation for key management personnel. -

The company has taken advantage of the exemption under section 400 of the Companies Act 2006 not to
prepare consolidated financial statements. The financial statements present information about the company
as an individual entity and not about its group

The results of Biomass UK No. 2 errted are included in the consolidated financial statements of Aviva
Investors Infrastructure Income Limited Partnershrp which are avarlable from St Helen's, 1 Undershaft
London, EC3P 3DQ

Going concern

After making enquiries, the Directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. In reaching this conclusion, Aviva
Investors REaLM Infrastructure No.3 Limited has confirmed that it will not call for repayment of any loan
amounts owed to it by the Company for.a 12 month period from the date of signing the Financial Statements
and the Directors have also considered the impact of the material claims described in note 1.14 below.
Therefore, they continue to adopt the going concern basis in preparing the Financial Statements.




-BIOMASS UK NO. 2 LIMITED
" Company Registration No, 09847089 (England arid Wales)

~“NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

.FOR THE YEAR ENDED 31 DECEMBER 2018

1

1.3

Accounting policics

Intangible fixed assets other than goodwill

Intangible assets acquired separately from'a business are recognlsed at cost and are subsequently measured
at cost less accumulated amortisation and accumulated impairment losses.

Intangible assets achired on business combinations are recognised separately from goodwill.. at the
acquisition date where it is probable that the expected future economic benefits that are attnbutable to the -
asset will flow to the entlty and the fair value of the asset can be measured rellably :

'Amortisation is recognlsed so as to write off the cost or valuatlon of assets Iess their residual values over thelr

. useful lives on the foIIowrng bases:

14

Rights to use the Iand ) T 25 years straight line -

Tangible fixed assets .

Tangible assets are stated at their historic purchase cost, together with any incidental expenses of acquisition
less accumulated deprecratton Costs include the original purchase price of the asset and the cost attnbutable
to bringing the asset to its working condition for its rntended use.

The cost of Bromass under development are treated as assets under construction and includes all costs
associated with bringing the asset into productive use and related costs directly attributable to the specific
development. A property ceases to be a development asset when brought |nto' productive use, and will begin

Cto depreciate on a straight line basis over its estimated useful economic life.

15

1.6

Fixed asset investments
Investments in subsidiary undertakings are held at cost (less any permanent diminution in value). Acquisition

costs are capitalised as incurred and are included in the assets’ carrying amount.

‘Impairment of fixed assets A
" At each reporting period end date, the company reviews the carrying amounts of its tangible and intangible

assets to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

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

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

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have ceased
to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the increased
carrying. amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a revaluation increase.




- BIOMASS UK NO. 2 LIMITED
" Company Registration No. 09847089 (England and Wales)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

. FOR THE YEAR ENDED 31 DECEMBER 2018

17

1.8

‘ Accounting policies

Cash and cash equivalents

Cash at bank-and in hand are basic fi nancnal assets and include cash in hand, deposits held at call with
banks, other short-term liquid investments with original matuntles of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

Financial mstruments . . .
. The Company has chosen to adopt Sectlons 11 and 12 of FRS 102 in respect of financial instruments.

Basic financial assets : . . ‘
Financial assets are recognlsed when the Company becomes a party to the contractual prowsuons of the

" instrument.

Basic financial assets, including debtors, cash and cash equivalents, are initially recognised at transaction
price, unless the arrangement constitutes a financing transaction, where the transaction |s measured at the

present value of the- future receipts discounted at a market rate of interest.

Such assets are subsequently carried at amortrsed costs using the effective mterest method.

At the end of each reporting period ﬁnancial assets measured at amortised costs are assessed for objective
evidence of impairment. If an asset if impaired the impairment loss-is the difference between:the carrying:
amount and the present value of the estimated cash flows discounted at the asset's original effective lnterest
rate. The impairment loss is recognised in the Statement of Comprehensive Income.

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

) rmpalrment reversal is- recognlsed in the Statement of Comprehenswe Income.

- Other financial assets mcIudmg investments in equlty instruments which are not subsidiaries, assoc:ates or

joint ventures; are initially measured at fair value, which is normally the transaction price.

Such assets are subsequently carried at fair value and the ohanges in fair value are 'recognised in the
Statement of Comprehensive Income, except investments in equity instruments that are not publicly traded
and whose fair value cannot be measured reliably are measured at cost less impairment.

Financial assets that are classified as receivable within one year are measured at the undlscounted amount
of the cash or other consideration expected-to be received, net of impairment. -

Financial assets are derecognized when (a) the contractual rights to the cash flows from the asset expire or
are settled, or (b) substantially all the risks and rewards of the ownership of the asset are transferred to
another party or (c) despite having retained some significant risk and rewards of ownership, control of the
asset has been transferred to another party which has practical ability to unilaterally sell the asset to an
unrelated third party without imposing additional restrictions.

1

-10-



BIOMASS UK NO. 2 LIMITED
Company Registration No. 09847089 (England'and Wales)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2018

1.9

1.10

Accounting poticies

Classifi catlon of financial liabilities - .
Financial liabilities are recognrsed when the Company becomes a party to the contractual provisions of the
instrument.

Basic fi nancial liabilities are initially measured at transaction price (including transaction costs) except for
those financial assets classified at fair value through prof it or Ioss which are mrtrally measured at fair value
(transaction pnce excludrng transaction costs)

Commrtment to make which meet the condrtrons above are measured at cost (whrch may be nil) less
impairment. Financial liabilities are derecogmzed only when the obligation specrfed in the contract is
drscharged cancelled or expires.

Offsettrng

Financial assets and liabilities are offset and the net amount presented in the Financial Statements when
there .is a |egally enforceable right to set off the recognised amounts and there is an.intention to settle on a
net basis or to realise the asset and settle the liability simultaneously. .

" Financial rnstruments disclosure exemptron

The Company has taken advantage of the exemption, under FRS 102 from dnsclosure of |ts financial
instruments, on the basis that it is a qualifying entity and the Company's financial instruments are disclosed
within the consolidated Financial Statements of its parent entity, Avnva Investors Infrastructure Income Limited
Partnership.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of transactron costs.
Dividends payable on equity mstruments are recognised as Irabrlrtles once they are no longer at the discretion
of thé company:

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

Current tax

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

-11-



BIOMASS UK NO. 2 LIMITED
Company Registration No. 09847089 (England and Wales)

NOTES TO THE FINANCIAL STATEMENTS (CONYTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2018

1.12

1.13

1.14

Accounting policies

Deferred tax
Deferred "tax liabilities are generally recognised for all tlmlng differences and deferred tax assets are -
recognised to the extent that it is probable that they will be recovered against the reversal of deferred tax
liabilities or other future taxable profits. Such assets and liabilities are not recognised if the timing difference
arises from goodwill or from the initial recognition of other assets and liabilities in a transactlon that affects

nelther the tax profit nor the accountlng profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to-the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered. Deferred tax is calculated at the tax rates that are expected to apply in the period-when the liability
is settled or the asset is realised. Defefred tax is charged or credited in the profit and loss account, except
when it relates to items charged or. credited directly to equity, in which case the deferred.tax is also dealt with
in equity. Deferred tax assets and 'liabilities are offset when the company has a legally ‘enforceable right to
offset current tax assets and liabilities and the deferred tax assets and liabilities relate to taxes levied by the
same tax authority.

Leases ) . )

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

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the
dates of the transactions. At each reporting end date, monetary assets and liabilities that are denominated in
foreign currencies are retranslated at the rates prevailing on the reporting end date. Gains and losses arising
on translation are included in the profit and loss account for the period.

Related party transactions

The Company discloses transactions with related parties which are. not wholly owned within the same Group. -
Where appropriate; transactions of a similar nature are aggregated unless, in the opinion of the Directors,

" separate disclosure is necessary to understand the effect of the transaction on the Company's Financial

Statements.

The Company has taken advantage of the exemption, under FRS 102, from disclosure of transactions with
related parties who are wholly owned within the same group. The Group includes the Company, its parent
undertakings and its fellow subsidiary undertakings.

Basis for Disclaimer of opinions

During the year the primary activity of the company has been the construction of a smgle biomass asset. The
asset under construction is recorded in the balance sheet at 31 December 2018 at £48,327,331 including an
amount of claims agreed and paid of £149,736. There are various additional claims for material amounts
being disputed with third party subcontractors, and at the date of approval of these financial statements, the
amount at which these claims may be settled cannot be determined. Consequently, the amount at which the
asset under construction and the provisions for claims are recorded may be subject to material change.

A'Fu-nhermore, the company‘s forecasts show that if the additional claims were acéepied, the company may not -

- be able to fund the payment of these liabilities, which results in a material- uncertainty which may cast

significant doubt about the company's ability to continue as a going concern. The financial statements do not
include the adjustments that would resuilt if the company was unable to continue a a going concern.

The Directors have assessed the uncertainty and do not consider any future settlement probable. Due to the
nature of the claims, that are confidential and commercially sensitive, the Directors do not think it is in the
Company's best interest to include any further disclosure.

-12-



BIOMASS UK NO. 2 LIMITED
Company Registration No. 09847089 (England and Wales)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

2 Judgements‘ and key sources of estintation uncertainty.

In the application of the company’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the camying amount of assets and liabilities that are- not readily apparent
from other sources. The estimates and associated assumptions are based on historical- experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The 'estimates' and underlying’ assumptions are reviewed on an ongoing basis. Revisions to accounting
- estimatés are recognised in the-year in which the estimate is revised where the revision affects only that year,
or in the year of the revision and future years where the revision affects both current and future years.

Critical judgements . :
The following judgements (apart from those involving estlmates) have had the most SIgnlﬂcant effect on
amounts recognlsed in the ﬁnancnal statements .

Impairment of non-financial assels

- Fixed assets and other non-financial assets are reviewed for impairment at each reporting date. An-
impairment loss is recognised for the amount by which the carrying amount of the asset exceeds its
recoverable amount, which is the higher of an asset's net selling price and value in use. For the purposes of
assessing impairments, assets are grouped at the lowest levels for which there are separately identifiable
cash flows. . .

3 Operating loss .
2018 2017

Operating loss for the year is stated after charging/(crediting): £ £
Exchange losses/(gains) ' 11,557 (25,657)
Impairment of owned tangible fixed assets . : - 4,782,994 -
Amortisation of intangible assets - ’ . ) 90,019 ' 90,205

Exchange differences recognised in profit or loss during the year, except for those arising on financial
instruments measured at fair value through profit or loss, amounted to £11,557 (2017 - £25,657).

4 Auditors' remuneration

2018 2017
Fees payable to the company's auditors and associates: ~ ‘ ) £ ’ £
For audit services : o .
Audit of the financial statements of the company ’ 23,624 37,780
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BIOMASS UK NO. 2 LIMITED
Company Reglstratron No. 09847089.(England and Wales)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

5 Employees'

The Company did not have any employees (2017: Nil) during the current or previous. year. Directors were
employed and remunerated by Aviva Employment Servrces Limited. No recharge was made by the Parent
company for their services.

6 Interest‘receivable and similar ineome . .o
S ) : ' 2018 '201.7"
v : . . £ £
interest income e ) e
Bank interest received R o ' - 878 -
Other interest income oo o - 631 -
Total interest revenue B : T ST 878 ) 635 -
Other income from rnvestments . . _ . : ) . .
Dividends received oo o Co- 1,992 674
Total income ' L ’ o . 878 1,993,305
7 Interest p_ayable and similar expenses ' -
2018 2017
£ £
Interest payable to group undertakings ' 6,710,394 5,655,617
Other interest on financial Irabllrtres - 1,169
Other |nterest : _ _ ~ ' _ : 185 -
6,710,579 5,556,686
8 Investment impairment
2018 2017
£ £
Imeairment of fixed ésset investments ' ' 1 - (1 ,992,674)—

-14-



BIOMASS UK NO. 2 LIMITED
.Company Registration No. 09847089 (England and Wales)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

9 Tax on loss

Current tax ‘ :
UK corporation tax on profits for the current period

2018
£

(194,626)

2017

" The actual (credit)/charge for the year can be reconciled to the expected credit for the year. based on the

profit or loss and the standard rate of tax as follows: .

" Loss before taxation -

-Expected tax credit based on-the standard rate of corporatlon tax in the UK of
- 19.00% (2017: 19.25%) -

* Tax-effect of expenses that are not deductible in determlnlng taxable profit
Tax effect of income not taxable in determlnlng taxable profit

Effect of change in corporation tax rate

Deferred tax adjustments in respect of prior years

Deferred tax not recognised

Fixed asset differences

Taxation credit for the year

2017

2018

£ £

(13.618,334)  (6,171.600)

(2,587,482)  (1,188,033)
2,562 . 400,884 -

- (383522)

253,501 136,834

(194,626) -

2154756 1,033,837

176,663 i

(194,626) -

Deferred tax assets of £Nil (31 December 2017: £1, 584 ,750) have not been recognlsed in these Financial
Statements as there is insufficient evrdence as to the availability of surtable profits in the foreseeable futures.

Factors that may affect future tax charges

Changes to the UK corporation tax rates were substantively enacted as part of Finance Bill 2017 (on 26
October 2016), and Finance Bill 2017 (on 7 September 2017). These include reductions to the main rate to

reduce the rate to 19% from 1 April 2017 and to. 17% from April 2020.

S

Deferred rates at the balance sheet date have been measured using these enacted rates and reflected in

these Financial Statements

-15-
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. Company Registration No.. 09847089 (England and Wales)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2018

210

1

Impairments

Impairment tests have been carried out where appropnate and the fo|Iownng impairment Iosses have been
recognised in prof t or loss: . .

oL 2018 . 2017
. Notes . . £ .o £
In respect of; ) R o S v
. Property, plant and equipment ) - ) 12 - 4,782,994 ; o=
‘Recognised in: ' , . :
" Administrative expenses = oo ' .. 4782904 . - -

The impairment losses in respect of financial assets are recognised in other galns and losses in the proft and

- loss account.

Intangible assets, :
Rights to use the land
' £

- Cost B . "
At 1 January 2018 and 31 December 2018 2,255,116
Accumulated amortisation
At 1 January 2018 187,824

" Amortisation charged for the year : T o ‘ ‘ 90,019
_At31 December 2018 o — . 277,843
Carrying amount
At 31 December 2018 : 1,977,273
At 31 December 2017 2,067,292

<

More information on the impairment arising in the year is given in note 10.

-16-
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12

13

Tangible assets -

Cost _
At 1 January 2018

- Additions

At 31 December 2018’

. Accumulated depreciafibn

At 1. January 2018

Impairment losses.

At 31 December 2018 .

Carrying amount

" At 31 December 2018 -~ -

At 31 December 2017

Investments

~ Investment in éubsidié_ry'
At start of year o
- Investment impairment -

At end of year

Movements in fixed asset investments

Cost or valuation "
At 1 January 2018 & 31 December 2018

Carrying amount
At 31 December 2018

At 31 December 2017

". More information on the impairment arising in the y&ar is given in note 10.

Notes

14
14

Plant and equipment

£

41,489,730
6,837,601

© 48,327,331

4,782,994
4,782,994

43,544,337

41,489,730

2018 2017
£ £

1 1,992,675
- (1,992,674)

1 1

Investment in
subsidiary
£

-17-
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

. FOR THE YEAR ENDED 31 DECEMBER 2018

14

' Subsidiaries

Details of the company's subsidiaries at 31 December 2018 are as follows:.

Name of undertaking Registered Natureof *  Class of " % Held
cL office . - business - . -shares held Direct Indirect
Sunrise Renewables (Barry) Limited . UK - " Biomass pdwei’ Ordinary . 100.00°

" The Directors have decided to record an impairment of investment in order to align their value with the. fair

t 15

16

17

market value as determined by the analysis made by the Directors. An impairment of |nvestment of £Nil
(2017: £1,992 674) is reflected in the Statement of Comprehensnve Income - )

Debtors L

2018 T 2017
Amounts falling due within one year: . . £ £
Trade debtors 4 . . 41,136 -
Amounts owed by group undertakings i i . ' . B . 2,832,191 - 1,009
Other debtors . : : 155,100 2,084,117
Prepayments and accrued income : i _ 18,381 ° 10,958

3,046,808 2,09.6,084

Amounts due from group undertakings are interest free, unsecured and repayable on demand.

Creditors: amounts falltng due within one year .o
' ’ 2018, 2017

£ B
Trade creditoré - 1,232,751 1,603,946
Amounts owed to group undertakings : 418,564 263,719
Loan interest payable 7,542,775 3,440,077
Accruals and deferred income ) o 1,275,862 2,705,653

10,469,952 8,013,395

Amounts due to group undertakings are interest free, unsecured and repayable on demand.

Creditors: amounts falling due after more than one year

2018 2017

‘Notes £ £

Other borrowings o 18 61675162 48,251,705
Amounts included above which fall due after five years are as follows:

Payable other than by instalments ' 61,675,162 48,251,705

©-18-



BIOMASS UK NO. 2 LIMITED
Company Reglstratlon No. 09847089 (England and Wales)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2018

17  Creditors: amoﬁnts falling due after mofe than one year
18 Loaris and overdrafts
2018 2017
£ £
Loans from'group uhdertakings LT . S . 61,'675,162 48,251.705
Payable after.one year R . . 61,675,162. 48,251,705
Loans from group undertakings are unsecured.
On 27 November 2015, the Company entered into a loan facility with Aviva Investors REaLM Infrastructure
No.3 Limited. The loan was utilised in two tranches; Tranche A with a maximum amount of £30,000,000 and
bearing interest of 12.00% per annum-and Tranche B with a maximum amount of £30,000,000 and bearing
“interest of 9:25% per annum. Interest is payable on a quarterly basis. An amount of £794,221 (31 December
2017 £938,291) representing Retail. Price Index ("RPI") adjustment on the loan was added to the loan
principal during the year. The loan is repayable in full on.31 December 2032. As at 31 December 2018,
interest expense of £5,916,173 (31 December 2017 £4,617 226) was recognised in the Statement of
Comprehensive Income.
19 Called up share capital )
' 2018 2017
' . £ £
Allotted and fully paid
900'(2017: 900) Deferred sharés of 1p each ’ T ' -9 9
6,000 (2017: 6,000) Ordinary shares of 1p each : . 60 60
6,000 (2017: 6,000) Share premium 940 940
1,009 1,009
20 Operating lease commitments )

At the feporting end date the corhpany had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows:

2018 2017

£ £
Within one year ) o ~ . 30,000 30,000 |
Between two and five years . 120,000 120,000
In over five years S . -~ 540,000 570,000
. 690,000 720,000 -
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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21 Capital comrﬁitments

Amounts contracted for but not provided in the financial statements: . .
' ' ‘ ‘ : ‘ 2018 2017

£ £
Assets under construction S - Co o - - - 5,073,135

22 Controlling party
The immediate parent undertaking is A.v‘iva' Investors REaLM Infrastructure No.3 Limited.
The ultimate parent undertaking is Aviva Investors Infrastructure Income Limited Partnership.

-Aviva Investors Infrastructure Income Limited Partnership .is both the largest- and. smallest group of -
undertakings to consolidate these Financial Statements at 31 December 2018. The consolidated Financial
Statements of Aviva Investors Infrastructure Income Limited Pannershlp can be obtalned from Company
Secretary, St Helen's, 1 Undershaft, London, EC3P 3DQ. ;
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