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UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

STRATEGIC REPORT
For the year ended 31 December 2017

The Directors submits their strategic report on Uberior Infrastructure Investments Limited (‘the Company’) for
the year ended 31 December 2017.

Principal activities and future developments

The Company operates as an investment holding and management company and there has been no change
in that activity during the year. The Company remains committed to the business of holding investments and
will continue to manage existing investments in the future.

Business Review
There were no investment additions or disposals in the current or prior year.

The Company manages investments for vaiue and where appropriate supports those investments with
additional funding. The business is funded by the Company’s immediate parent undertaking, Bank of
Scotland plc. On the basis that the Company is an investment holding company, the Directors do not find it
appropriate to comment on environmental matters and social, community and human rights issues.

Risk management

The key risks and uncertainties faced by the Company are managed within the framework established for the
Lloyds Banking Group plc group of Companies ('the Group'). Exposure to credit and equity risk arises in the
normal course of the Company's business. These risks are explained in Note 11 ‘Financial instruments’.
The Company is funded by its intermediate parent undertaking and as a result liquidity risk is managed within
the Group.

By order of the Board,

N S Burnett
Director

Date: 26 September 2018

Company number: SC186247
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UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

DIRECTOR’S REPORT
For the year ended 31 December 2017
Y L
i1 §: .
The Directors, as listed on page : submit their report and audited financial statements of Uberior
Infrastructure Investments Limited for the year ended 31 December 2017.

Incorporation
The Company was incorporated in Scotland on 22 May 1998.

Parent Undertaking

The Company is a wholly owned subsidiary of Bank of Scotland plc. The ultimate parent undertaking and
controlling party is Lloyds Banking Group plc, a company incorporated in Scotland.

Resulits and dividends
The results for the year are shown in the Statement of Comprehensive Income on page 7. The profit for the
Company for the year ended 31 December 2017 was £17,004,000 (2016: £53).

A dividend of £17,000,000 was declared and paid during the year (2016 : £nill).

Going concern

As set out in Note 3 - 'Going concern - Principles underlying going concern assumption' of the Notes to the
Financial Statements, the Directors are satisfied that the Company has adequate resources to continue in
business for the foreseeable future and consequently the going concern basis continues to be appropriate in
preparing the financial statements.

Directors’ indemnity

Lloyds Banking Group plc has granted to the Directors of the Company, a deed of indemnity through deed
poll which constituted ‘qualifying third party indemnity provisions’ for the purposes of the Companies Act
2006. The deed was in force during the whole of the financial year and at the date of approval of the financial
statements or from the date of appointment in respect of the director who joined the board of the Company
during the financial year. Directors no longer in office but who served on the Board of the Company at any
time in the financial year had the benefit of this contract of indemnity during that period of service. The
indemnity remains in force for the duration of a Director's period of office. The deed indemnifies the Directors
to the maximum extent permitted by law. The Deed for existing Directors is available for inspection at the
registered office of Lloyds Banking Group plc. In addition, the Group has in place appropriate Directors and
Officers Liability Insurance cover which was in place throughout the financial year.

Directors
The Directors at the date of this report are as stated on page 1. Dates of resignations and appointments
during the year, or subsequent to the year end, were as follows:

Director Date of Appointment Date of Resignation

A C Bone

- 22 February 2018
A Hulme 22 February 2018 -

No Director had any interest in any material contract or arrangement with the Company during or at the end
of the year.



UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

DIRECTOR’S REPORT (CONTINUED)
For the year ended 31 December 2017

Independent Auditors and disclosure of information to Independent Auditors
PricewaterhouseCoopers LLP are deemed to be re-appointed as auditors under Section 487(2) of the
Companies Act 2006.

In accordance with Section 418 of the Companies Act 20086, in the case of each Director in office at the date
the Report of the Director is approved:

(a) so far as the Directors are aware, there is no relevant audit information of which the Company’s
auditors are unaware; and

(b) the Directors have taken all the steps that they ought to have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the Company’s auditors
are aware of that information.

Statement of Directors' Responsibilities

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

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have prepared the company’s financial statements in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union. Under company law the directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of
affairs of the company and of the profit or loss of the company for that period. In preparing these financial
statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

make judgements and accounting estimates that are reasonable and prudent;

state whether applicable IFRSs as adopted by the European Union have been followed, subject to
any material departures disclosed and explained in the financial statements; and

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

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

N S Burnett
Director

Date: 26 September 2018

Company number: SC186247



UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

Independent auditors’ report to the members of Uberior
Infrastructure Investments Limited

Report on the audit of the financial statements

Opinion
In our opinion, Uberior Infrastructure Investments Limited’s financial statements:

s give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of its profit and cash
flows for the year then ended;

o have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union; and
o have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Report and Financial Statements (the “Annual Report™),
which comprise: the balance sheet as at 31 December 2017; the statement of comprehensive income, the cash flow

statement, 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

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

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

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

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

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit 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 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.
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Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Directors’ Report

for the year ended 31 December 2017 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 Directors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Stats¥7 E‘:‘,hirectors’ Responsibilities set out on page 4, the directors are responsible for
the preparation of the financial statéi&Hk!s ir: 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 gnarantee 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

¢ 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

e certain disclosures of directors’ remuneration specified by law are not made; or
o the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Mark Hoskyns-Abraha jor Statutory Auditor)
for and on behalf of PricéwateyhouseCoopers LLP
Charlered Accountants and Statutory Auditors
Edinburgh

28 September 2018



UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December
2017 2016

Note £000s £000s
Investment income 4 17,004 -
Total income 17,004 -
Other Expenses 5 - -
Result before tax 17,004 -
Income tax charge 6 - -
Result and total comprehensive income for the year 17,004 -
Attributable to:
Owner 17,004 -
Result and total comprehensive income for the year . 17,004 -

The notes on pages 11 to 21 are an integral part of these financial statements.

The operating profit for the year arises from the Company's continuing operations.




UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

BALANCE SHEET
As at 31 December

Assets

Investment in subsidiary undertakings
Cash and cash equivalents

Income tax assets

Total assets

Equity
Retained earnings
Total equity

Liabilities
Income tax payable

Total liabilities

Total equity and liabilities

The notes on pages 11 to 21 are an integral part of these financial statements.

The financial statements on pages 7 to 21 were épproved by the Directors and were signed by:

N S Burnett
Director

Date: 26 September 2018

Company Number: SC186247

Note

©

2017 2016
£000s £000s
5,702 5,702

198 194
5,900 5,896
5,900 5,896
5,900 5,896
5,900 5,896




UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

9

STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December

Retained Total
earnings equity
Note £000s £000s
Balance at 1 January 2016 5,896 5,896
Profit for the year - -
Total comprehensive income certoas - R
Balance at 31 December 2016 and 1 January 2017 5,896 5,896
Result for the year 17,004 17,004
Total comprehensive income 17,004 17,004
Dividends Paid 11 (17,000) (17,000)
Balance at 31 December 2017 5,900 5,900

The notes on pages 11 to 21 are an integral part of these financial statements.




UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED
STATEMENT OF CASH FLOWS
For the year ended 31 December
2017 2016

Note - £000s £000s
Cash flows from operating activities
Result before tax 17,004 -
Cash generated from operations 17,004 -
Cash flows from investing activities
Net cash from investing activities - -
Cash flows from financing activities
Dividends paid to equity shareholders 11 (17,000) -
Net cash used in financing activities (17,000) -
Net increase in cash and cash equivalents 4 -
Cash and cash equivalents at 1 January 194 194
Cash and cash equivalents at 31 December g 198 194

The notes on pages 11 to 21 are an integral part of these financial statements.

10



UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

1.

Significant accounting policies

Uberior Infrastructure Investments Limited (the ‘Company’) is a company incorporated and domiciled in
Scotland.

The financial statements were authorised for issue by the Directors on 26" September 2018

(a)

(b)

(c)

(d)

Financial statements

The financial statements of Uberior Infrastructure Investments Limited comprise the Statement of
Comprehensive Income, Balance Sheet, Statement of Changes in Equity and Statement of Cash
Flows together with the related notes to the financial statements.

The financial statements are presented in pounds sterling which is the Company's functional and
presentational currency.

Statement of compliance

The 2017 statutory financial statements set out on pages 7 to 21 have been prepared in
accordance with International Financial Reporting Standards ('IFRS’) and interpretations issued by
the International Financial Reporting Interpretations Committee ('IFRIC’) as adopted by the
European Union and the Companies Act 2006 applicable to companies reporting under IFRS. The
standards applied by the Company are those endorsed by the European Union and effective at the
date the financial statements are approved by the Board. Consequently, the financial statements
comply with International Financial Reporting Standards.

The Company is exempt by virtue of Section 400 of the Companies Act 2006 and similar
exemptions available under IFRS 10 ‘Consolidated financial statements’ from the requirement to
prepare group financial statements. These financial statements present information about the
Company as an individual undertaking and not about its group.

The principal accounting policies applied in the presentation of these financial statements are set
out below. These policies have been consistently applied to all the years presented, unless
otherwise stated.

Basis of preparation
The financial statements have been prepared under the historical cost basis.

Change in accounting policy

There were no new or amended standards which became effective in the year which have an
impact on the financial statements of the Company.

Future accounting developments

The following pronouncements are not applicable for the year ending 31 December 2017 and have
not been applied in preparing these financial statements. Save as disclosed below, the impact of

these accounting changes is still being assessed by the Company and reliable estimates cannot be
made at this stage.

11



UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1. Significant accounting policies (continued)

(d) Future accounting developments (continued)

Pronouncement Nature of change IASB effective
date
IFRS 9 Financial IFRS 9 replaces IAS 39 ‘Financial Instruments: Recognition and Annual
Instruments Measurement’ and is effective for annual periods beginning on or periods
after 1 January 2018. The Company has chosen 1 January 2018 beginning on
as its initial application date of IFRS 9 and will not restate or after 1
comparative periods. January 2018.

Classification and measurement

IFRS 9 requires financial assets to be classified into one of three
measurement_ categories, fair value through profit or loss, fair
value through Gther comprehensive income or amortised cost.
Financial assets will be measured at amortised cost if they are
held within a business model the objective of which is to hold
financial assets in order to collect contractual cash flows, and
their contractual cash flows represent solely payments of
principal and interest. Financial assets will be measured at fair
value througti -other comprehensive income if they are held
withid %,5'1‘%‘“5_55 model the objective of which is achieved by
both 55:!:;5{!%’!8";5 ~ntractual cash flows and selling financial assets
and their contractual cash flows represent solely payments of
principal and interest. Financial assets not meeting either of
these two business models; and all equity instruments (unless
designated ~*. inception to fair value through other
comprehensive income); and all derivatives are measured at fair
value through profit or loss. An entity may, at initial recognition,
designate a financial asset as measured at fair value through
profit or loss if doing so eliminates or significantly reduces an
accounting mismatch.

Impairment

IFRS 9 replaces the existing ‘incurred loss’ impairment approach
with an expected credit loss ('ECL’) model resulting in earlier
recognition of credit losses compared with IAS 39. The ECL
model has three stages. Entities are required to recognise a 12
month expected loss allowance on initial recognition (stage 1)
and a lifetime expected loss allowance when there has been a
significant increase in credit risk since initial recognition (stage
2). Stage 3 requires objective evidence that an asset is credit-
impaired, which is similar to the guidance on incurred losses in
[AS 39.

The full impact of this pronouncement is being assessed by the
Company. However, the initial view is that this pronouncement is
not expected to cause any material adjustments to the reported
numbers in the financial statements.

12



UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1.

Significant accounting policies (continued)

(d) Future accounting developments (continued)

IFRS 15 IFRS 15 replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction | Annual

Revenue from | Contracts’ and is effective for annual periods beginning on or | periods
Contracts with | after 1 January 2018. The core principle of IFRS 15 is that | beginning on

Customers revenue reflects the transfer of goods or services to customers | or after 1

in an amount that reflects the consideration to which an entity | January 2018.
expects to be entitled.

The Company’s current accounting policy is materially
consistent with the requirements of IFRS 15 and, accordingly,
no transition adjustments are required.

(e) Financial assets

()

(9)

. (h)

The Company determines the classification of its financial assets at initial recognition. The
classification depends on the purpose for which the financial assets were acquired. The Company
has classified its financial assets into the following categories: loans and receivables.

Financial assets are derecognised when the rights to receive cash flows from the assets have

expired or have been transferred and the Company has transferred substantially all risks and
rewards of the ownership.

Investment in subsidiary undertakings

Subsidiaries are entities controlled by the Company. The Company controls an entity when it has
power over the entity, is exposed to, or has rights to, variable returns from its involvement with the
entity, and has the ability to affect those returns through the exercise of its power. This generally
accompanies a shareholding of more than one half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or convertible are considered when assessing
whether the Company controls an entity. The Company reassesses whether or not it controls an
entity if facts and circumstances indicate that there are changes to any of these factors. Details of
the subsidiary undertakings are given in Note 7 to the Financial Statements.

Subsidiaries comprise equity investments in, and capital contributions to subsidiary entities. These
are carried at cost less impairment provisions.

Cash and cash equivalents

Cash and cash equivalents consist of cash balances held within the Group that are freely available.
Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when
there is a legally enforceable right to offset the recognised amounts and there is an intention to
settle on a net basis or realise the asset and settle the liability simultaneously.

Impairment of financial assets

The Company assesses at the end of each reporting period whether there is objective evidence
that a financial asset or group of financial assets is impaired. A financial asset or portfolio of
financial assets is impaired and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition of the asset
and that event (or events) has an impact on the estimated future cash flows of the financial asset or
group of financial assets that can be reliably estimated.

13



UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1.  Significant accounting policies (continued)

(h)

(i)

Impairment of financial assets (continued)

Financial assets carried at amortised cost — the criteria that the Company uses to determine that
there is objective evidence of an impairment loss include:

¢ significant financial difficulty of the issuer or obligor;

* a breach of contract, such as a default or delinquency in interest or principal payments;

» the company, for economic or legal reasons relating to the borrower's financial difficulty, granting
to the borrower a concession that the lender would not otherwise consider;

» it becomes probable that the borrower will enter bankruptcy or other financial recrganisation;

» the disappearance of an active market for that financial asset because of financial difficulties; or

o observable data indicating that there is a measurable decrease in the estimated future cash
flows from a portfolio of financial assets since the initial recognition of those assets, although the
decrease cannot yet be identified with the individual financial assets in the portfolio, including
adverse changes in the payment status of borrowers in the portfolio; and national or local
economic conditions that correlate with defaults on the assets in the portfolio.

If there is objective evidence that an impairment loss on a financial asset or group of financial
assets has been incurred, the amount of the loss is measured as the difference between the
asset's carrying amount and the present value of estimated future cash flows discounted at the
financial asset's original effective interest rate. The asset's carrying amount is reduced and the
amount of the loss is recognised in the Statement of Comprehensive Income . If, in a subsequent
period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event after the impairment was recognised, the previously recognised impairment loss is
reversed in the Statement of Comprehensive income .

Impairment of non-financial assets

Non-financial assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying value may not be recoverable. An impairment loss is recognised for the
amount by which the asset's carrying amount exceeds its recoverable amount. Impairment losses
are recognised in the Statement of Comprehensive Income .

The recoverable amount is the higher of an asset's 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 an asset that does not generate largely independent cash inflows,
the recoverable amount is determined for the cash-generating unit to which the asset belongs.

At the end of each reporting period the Company assesses whether there is any indication that an
impairment loss recognised in prior periods may no longer exist or may have decreased. If any
such indicator exists, and there has been a change in the estimates used to determine the asset's
recoverable amount since the last impairment was recognised, the previously recognised
impairment loss is reversed through the Statement of Comprehensive Income . An impairment loss
is reversed only to the extent that the asset's carrying amount does not exceed the amount that
would have been determined, net of depreciation or amortisation, if no impairment loss had been
recognised.

Subsidiaries — in respect of investments in subsidiaries this assessment can include reviewing
factors such as the solvency, profitability and cash flows generated by the subsidiary. If there is an
indication of impairment, an estimate of the recoverable amount is made. |If the carrying value
exceeds the recoverable amount then a provision for impairment is made to reduce the carrying
value to the recoverable amount.

14



UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED 15

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1.

Significant accounting policies (continued)

(i) Share capital

Ordinary shares are classified as equity. Called up share capital is determined using the nominal
value of shares that have been issued.

(k) Dividends

Dividends paid on the Company's ordinary shares are recognised as a reduction in equity in the
period in which they are paid.

() Revenue recognition

Dividend income is recognised when the right to receive payment is established and recognised in
the Statement of Comprehensive Income as investment income.

Gains and losses on disposal are determined by comparing the proceeds with the carrying amount
and are recognised within Loss on disposal of investments' in the Statement of Comprehensive
Income. =

TR
(m) Expenses

Expenses are recognised it the Statement of Comprehensive Income as the related service is
received. Expenses are measured at the fair value of the consideration paid or payabile.

" (n) Taxation

Tax expense comprises current and deferred tax. Current and deferred tax are charged or credited in
the income statemeng_@%fé _Lio the extent that the tax arises from a transaction or event which is
recognised, in the §é_m ak-a different period, outside the income statement (either in other
comprehensive income, d?r“é'gﬁy in equity, or through a business combination), in which case the tax
appears in the same statement as the transaction that gave rise to it.

Current tax is the amount of corporate income taxes expected to be payable or recoverable based on
the profit for the period as adjusted for items that are not taxable or not deductible, and is calculated
using tax rates and laws that were enacted or substantively enacted at the balance sheet date.

Current tax includes amounts provided in respect of uncertain tax positions when management
expects that, upon examination of the uncertainty by Her Majesty's Revenue and Customs (HMRC) or
another tax authority, it is more likely than not that an economic outflow will occur. Provisions reflect
management's best estimate of the ultimate liability based on their interpretation of tax law, precedent
and guidance, informed by external tax advice as necessary. Changes in facts and circumstances
underlying these provisions are reassessed at each balance sheet date, and the provisions are re-
measured as required to reflect current information.

2. Critical accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and
assumptions in applying the accounting policies that affect the reported amounts of assets, liabilities,
income and expenses. Due to the inherent uncertainty in making estimates, actual results reported in
future periods may be based upon amounts which differ from those estimates. Estimates, judgements
and assumptions are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

Revisions to accounting estimates are recognised in the period in which the estimate is revised and in
any future periods affected.



UBERIOR INFRASTRUCTURE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

2. Critical accounting estimates and judgements (continued)

The significant judgements made by management in applying the Company's accounting policies and
the key sources of estimation uncertainty in these financial statements, which together are deemed
critical to the Company's results and financial position, are discussed below.

Critical judgements in applying the entity’'s accounting policies
The critical judgements that have been made in the process of applying the Company's accounting
policies are addressed below.

Estimation of income taxes includes the assessment of recoverability of deferred tax assets. Deferred
tax assets are only recognised to the extent they are considered more likely than not to be recoverable

based on existing tax laws and forecasts of future taxable profits against which the underlying tax
deductions can be utilised.

(a) Impairment of investments

As explained in the accounting policy, investment securities are continually reviewed at the specific
investment level for impairment. Impairment is recognised when there is objective evidence that a
specific financial asset is impaired. Objective evidence of impairment might include a significant or
prolonged decline in market value below the original cost of a financial asset and, in the case of debt
securities, non-receipt of due interest or principal repayment, a breach of covenant within the security’s

terms and conditions or a measurable decrease in the estimated future cash flows since their initial
recognition.

The disappearance of active markets, declines in market value and ratings downgrades do not in
themselves constitute objective evidence of impairment and, unless a default has occurred on a debt
security, the determination of whether or not objective evidence of impairment is present at the balance
sheet date requires the exercise of management judgement.

3. Going concern - Principles underlying going concern assumption

The Directors are satisfied that it is the intention of the Group that its subsidiaries, including the
Company, will continue to have access to liquidity and capital resources for the foreseeable future and,
accordingly, the financial statements have been prepared on a going concern basis.

4. Investmentincome

2017 2016
£000s £000s

Income from:
Subsidiaries — dividends received 17,000 -
Other Investment Income 4 -
17,004 -

5. Other Expenses

For the year ended 31 December 2017 and 31 December 2016, the audit fee has been accrued and paid

centrally by the Company's intermediate parent, Bank of Scotland plc, which makes no recharge to the
Company.

The Company has no employees (2016: none).
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5.

Other Expenses (continued)

The Directors, who are considered to be key management, received no remuneration in respect of their
services to the Company. The emoluments of the Directors are paid by a fellow group undertaking on
behalf of the ultimate parent, Lloyds Banking Group pic, which makes no recharge to the Company. The
Directors are also directors of a number of other subsidiaries of the Group and are also substantially
engaged in managing their respective business areas within the Group. Given this, it is not possible to
make an accurate apportionment of Directors emoluments in respect of their services to each of the
subsidiaries. Accordingly, these financial statements include no emoluments in respect of the Directors.

2017 2016
£000s £000s
Other Expenses - -
Income tax charge
2017 2016
£000s £000s

Current tax charge - -

Reconciliation of effective tax rate
The current tax result (2016: result) for the year is better (2016: the same) than the standard rate of
corporation tax in the UK of 19.25% applied to the profit for the year due to the following factors:
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2017 2016
£000s £000s
Result before tax 17,004 -
Profit multiplied by the standard rate of corporation tax in the UK (3,273) -
of 19.25%
Income not chargeable for tax purposes 3,273 -
Tax charge - -

The Finance (No. 2) Act 2015 reduced the main rate of corporation tax to 19% with effect from 1 April
2017.

The Finance Act 2016 further reduced the main rate of corporate tax rate to 17% with effect from 1 April
2020.

The current tax asset of £nil (2016 :nil) represents the amount of income taxes receivable in respect of
current and prior periods.

Income tax liability

The current tax liability of £nil (2016: £nil) represents the net amount of income taxes payable in respect
of current and prior years
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8.

10.

1.

12.

Investment in subsidiary undertakings

Details of subsidiary undertakings are noted below:

Reporting
% of date of
Registered ordinary Principal Country of financial
Name of subsidiary Address shares held business incorporation statements
Uberior Infrastructure 25 Gresham Street 100% Investment UK - 31 December
Investments (No 2) London
Ltd EC2V 7HN

The proportion of the voting rights in the subsidiary undertakings held directly by the Company does not
differ from the proportion of ordinary shares held.

Cash and cash equivalents 2017 2016
£000s £000s

Cash at bank A 198 194

Capital and reserves

Capital risk management

The distributable reserves of the Company are managed in accordance with the Group’s Capital and
Funding Policy in order to maximise capital efficiency within the Group.

At 31 December 2017, the issued share capital comprised 100 (2016: 100) ordinary shares of £1 each.
As permitted by the Companies Act 2008, the Company has removed references to authorised share
capital from its articles of association. ’
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Dividends o 2017 2016
£000s £000s
Ordinary shares
£170,000 (2016: £nil) per share 17,000 -
1 17,000 -
Financial instruments g e

The Company's activities é’ﬁ}}gégﬁ to a variety of financial risks: credit risk, market risk (including interest
rate risk, foreign exchange TniS€Kiand equity risk) and liquidity risk. The Company's overall risk
management programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Company's financial performance.

Risk management within the Group is carried out by a central treasury department (Group Treasury).
Group Treasury identifies, evaluates and hedges financial risks in close co-operation with the Group's
operating units. The Group provides written principles for overall risk management, as well as written
policies covering specific areas, such as foreign exchange risk, interest rate risk, credit risk, use of
derivative financial instruments and non-derivative financial instruments, and investment of excess
liquidity.
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12. Financial instruments (continued)

Credit risk

Credit risk is the risk of financial loss from a counterparty's failure to settle financial obligations as they
fall due. Credit exposures arise in the normal course of the Company's business, principally from cash
and cash equivalent balances with other Group companies. As such, the Company does not consider
itself to have any significant exposure to credit risk.

The table below sets out the maximum exposure to credit risk at the balance sheet date:

2017 2016
Note £000s £000s

On Balance Sheet:
Cash and cash equivalents 9 198 194
198 194

Cash and cash equivalents representing intercompany balances within the Group have an internal credit
rating of better than satisfactory.

Market risk

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

¢ Interest rates (interest rate risk)
e Foreign exchange rates (foreign exchange risk)
e Equity markets (equity risk)

Interest rate risk

Interest rate risk exists where the Company's financial assets and liabilities have interest rates set under
different bases, or which reset at different times.

The Company has had no borrowings during the year, or at the Balance Sheet date, therefore it is not
considered to have any interest rate risk.

Foreign exchange risk

Foreign exchange risk arises on investments and monetary financial assets (included in cash and cash
equivalents) and borrowings denominated in a currency other than pounds sterling. As the Company has
had no investments, monetary financial assets or borrowings denominated in a currency other than

pounds sterling during the year, or at the Balance Sheet date, it is not considered to have any foreign
exchange risk.

Equity risk
The Company has no exposure to equity shares and consequently is not exposed to equity risk.

Liquidity risk

Liquidity risk is the risk that the Company does not have sufficient financial resources to meet its
obligations when they fall due, or will have to do so at excessive cost. This risk can arise from
mismatches in the timing of cash flows relating to assets, liabilities and off-balance sheet instruments.
The Company's short term liquidity requirements are supported by a facility with another Group company.
subject to internal limits. Overall liquidity of the Group is managed centrally. The Company currently has
no liabilities and liquidity risk is therefore low.

Offsetting

The company has no financial assets or liabilities which are subject to offsetting, enforceable master
netting arrangements or similar agreements
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13. Fair values'

The fair values of the financial assets and liabilities together with the carrying amounts shown in the
balance sheet are as follows:

Carrying Carrying
amount Fair value amount Fair value
2017 2017 2016 2016
Note £000s £000s £000s £000s
Cash and cash equivalents 9 198 198 194 194
198 198 194 194

Unrecognised loss - -

Estimation of fair values

The following summarises the major methods and assumptions used in estimating the fair values of
financial instruments reflected in the table above.

Cash and cash equivalents

The fair value of cash and cash equivalents repayable on demand is considered to be equal to their
carrying value.

14. Related parties

The Company has related party relationships (as detailed in the table below) with its immediate parent
company, Bank of Scotland plc, its ultimate parent company, Lloyds Banking Group plc, and other fellow
subsidiaries. A number of related party transactions are entered into in the normal course of business.

Nature of Related party  Outstanding Outstanding Income/ income/  Disclosure in
transaction balance at 31  balance at 31 {expense) (expense) financial
December December included in included in statements
2017 2016 Income Income
Statement Statement
for the year for the year
ended 31 ended 31
December December
2017 2016
£000s £000s £000s £000s
Bank Bank of 198 194 . S
balances Scotland plc equivalents
Uberior
Dividends Infrastructure } ; 17.000 } Investment
received Investments ! income
(No 2) Ltd

During the year the Company paid a dividend of £17,000,000 (2016: £nil) to its then immediate parent
Uberior Investments Limited.

The registered offices of related parties are noted below:

Related party Registered address
Bank of Scotland Plc The Mound, Edinburgh, United Kingdom, EH1 1YZ
Uberior investments Limited The Mound, Edinburgh, United Kingdom, EH1 1YZ

Uberior Infrastructure Investments .
(No. 2) Limited 25 Gresham Street, London, EC2V 7HN
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15. Parent undertakings

During the year the ownership of Uberior Infrastructure Investments transferred from Uberior investments
Limited to Bank of Scotland plc.

Bank of Scotland plc is the parent undertaking of the smallest group to consolidate these financial
statements.

The ultimate parent undertaking and controlling party is Lloyds Banking Group plc, which is the parent
undertaking of the largest group to consolidate these financial statements. Copies of the consolidated
annual report and financial statements of both companies may be requested from Lloyds Banking
Group’s head office at 25 Gresham Street, London, EC2V 7HN or downloaded via
www.lloydsbankinggroup.com.



