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AES ELECTRIC LIMITED

STRATEGIC REPORT

The directors present their strategic report and audited financial statements for the year ended 31 December 2017.
Principal activity, trading review and future developments

The company is a wholly owned subsidiary of The AES Corporation and operates within the group's European,
Commonwealth of Independent States, and Asia region.

The company's principal activity is the development of new electricity generating facilities across Europe and the provision of
certain financial and other services to other AES businesses. Despite the relatively low volume of activities in the year under
review, the company is expected to continue its cxisting operations in the future. The company continues to indirectly hold an
investment in AES Kilioot Power Limited, which operates the Kilroot Power Station in Belfast. The subsidiary undertakings
are listed in note 12 1o the financial statements. The directors are not expecting a change in the nature of the principal activity
of the company in the foreseeable future. However, the majority of the services previously provided to other AES subsidiaries
have now been transferred to other AES locations, thus affecting significantly the volume of services and development
support to be requested from the company. ‘ .

Key performance indicators (‘KPIs)

The directors manage the company’s operations on a divisional basis. For this reason, the company’s diréctors believe that
analysis using KPIs is not necessary for an understanding of the development, performance or position of the business of the
company. The company’s activities are exposed to a number of financial risks which the directors consider to be the
company’s principal risks. The group which the company belongs to has a risk management programme in place that seeks to
limit the adverse effects on the financial performance of thc company by monitoring the levels of debt finance and related
finance costs. The company does not use derivative financial instruments for speculative purposes.

On 26 January 2018, Eirgrid and SONT announced the results of the first annual ISEM capacity auction. Both Kilroot coal
units failed to clear in this auction and did not secure annual capacity contracts. As a result, and given the clear exit signal,
AES ‘intends to retire these coal units at the start of ISEM. Originally this was to be 23 May 2018, but the start of this new
market has been delayed to 1 October 2018. In order to retire a unit, AES must follow the SONI Generation Plant Closure:
Process which requires a derogation to be sought to retire units within 36 months. AES is currently within this process and
SONI have not yet made a recomimendation to the Utility Regulator as to whether these uiits can close on the dates requested.
Manzgement’s assumption is that the coal units will close at the start of ISEM on 1 October 2018.

The decision to retire the .coal units triggered a revision of the recoverability of the assets of AES Kilroot Power Ltd and
resulted in an impairment of fixed assets of power plant as well as an impairment of the investment of AES ElectricLtd. The
impairment amounts to £24,734,400.17 decrease of revaluation reserve and £50,078,273.49 impairment loss in the profit and
loss account.

The sale of Cloghan Ltd was finalized in February 2017 between AES Electric Ltd. and LCC Group Ltd. AES Horizoris
realized gain from the deal in 2017 amounts to £853,000.

Principal risks and uncertainties

Currency risk
The company’s activities expose it to the financial risks of changes in foreign currency exchange rates. The company
manages this risk by regular monitoring of the foreign currency exchange rates.

Credil risk

The company’s principal financial assets are bank balances, cash and other receivables. The company’s credit risk is
primarily attributable to its receivables. The amounts presented in the balance sheet are net of allowances for doubtful
debt. The credit risk on liquid furids. is limited because the counterparties are banks with high credit-ratings assigned by
international credit-rating agencies. The company has no sigrificant concentration of credit risk, with exposure spread over
large number of related parties.

Liquidity risk

The company aclively maintains and monitors its cash balances to ensure that there ate always sufficient funds available for
its operations.

Interest rate cash flow risk

The company has both interest bearing assets and interest bearing liabilities. Interest bearing assets include bank balances
and inter-group loans which earn interest at variable rates. The company’s interest bearing liabilities are mainly inter-group
loans which also bear intercst at variable rates. Where appropriate, the company fixes the inferest rate on inter-group loans to
minimise the interest rate cash flow risk.

By order of the Board .
2
Serhiy Zuyev C’ "6(&
Director
Date: 4 September 2018



AES ELECTRIC LIMITED

DIRECTORS REPORT

The directors present their report for the year ended 31 December 2017.

Results and dividends

The company’s tesults for the year ended 31 December 2017 showed a loss after taxation of £ 47,467,000 (2016: loss
after taxation of £ 546,000)

The company paid an interim dividend during the year of £ 6,528,000 (2016: £2,580,000). The directors do not
recommend the payment of a final dividend (2016: £nil)

Subsequent events

In April 2018 the SEM Committce decided to extend the I-SEM G-Live Date to 01 October 2018. As a result, the coal
units of AES Kilroot Power Ltd. will coiitinue to operate at Jeast untill that date.

Directors

The directors of the company-who served throughout the year and to the date of these financial statements (except as
noted) are given on page 1.

Directors’ indemnity

During the year the company maintained liability insurance for its Directors and officers. The Company indemnifies the
directors in its Articles of Association to the extent allowed under the Companies Act 2006. The indemnity provision,
which is a qualifying third-party indernnity provision as defined by section 236 of the Companies Act.2006, has been in.
force throughout the year. ’

Statement of disclosurc of information to auditors

So far as each person who was a, director at the date of approving this report is aware; there is no relevant audit
information, being information needed by the auditor in connection with preparing its report, 6f which the auditor is
'unaware. Having made enquiries of fellow directors and the company’s auditor, the directors have taken all the steps that.
they are obliged to take as diréctors ifi. order to make themselves:aware of any relevant audit information and to establish
that the auditor is‘aware of that information.

Auditor

In accordance with section 485 of the Companies Act 2006, a resolution to reappoint Emst & Young LLP as auditors
will be put to the members at the Annual General Meeting.

Serhiy Zuyev
Director

Date: 4 September 2018



AES ELECTRIC LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT

The directors are fesponsible for preparing the Strategic. Report, Directors” Report and the financial statenients 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 acéordance with United Kingdom. Generally Accepted
.Accountmg Practice (Umtcd ngdom accountmg standards and apphcable law) Undcr company law the dlrectors
affairs of thc company and the proﬁt -or. loss for ‘that penod In _prc_pann_g thesc f nancnal statements the dlrectors
-afe required to:

N select Suitable accounting policies and then apply them corisistently;

° make judg'm‘énts ard estimates that are reasonable and pmdcnt;

. state whether applicable United Kingdom.accounting siandards have béen foliowed, -and

. prepare the financial stateients on the -going concern. basis unless it is inappropriaté to présume that the

company will coitifue in business.

The directors are responsxble for keeping adéquate accounting records. that are sufficient to show arid explain the
company’s transactions aiid disclose with reasonable accuracy at dny tifme the firaticial ‘position: of the company
and enablé tliein to ensute that the financial statements comply with the Companies Act 2006. They have genéral
tesponsibility for taking ‘such steps :as are r¢asonably open to them to safeguard the asséts of the company and to
prevent and detect fraud and other itrégularities.

The directors.confirm that they have comphed with. these requirements and, having a reasonable cxpectauon that
the company has adequate resources to continue ‘in-operational existence for the foreseeable future; continue to
adopt'the going congerti basis.in.preparing the financial statements:



AES ELECTRIC LIMITED

Independent Auditor’s Report to the members of AES Electric Limited
For the year ended 31 Dcember 2017

Opinion

We have audited the financial statements of AES Electric Limited for the year ended 31 December 2017 which
comprise the Statement of comprehensive income, the Statement of financial position, the Statement of changes in
cquity and the related notes 1 to 22, including a summary of significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards
including FRS 101 “Reduced Disclosure Framework (United Kingdom Generally Accepted Accounting Practice)”.
In our opinion, the financial statements:

. give a true and fair view of the company’s affairs asat 31 December 2017 and of its loss for the year then
ended;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Qur responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the firiancial statements section of our report below. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

We bélieve that the audit evidence we have abtained is sufficient and appropriate t6 provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the 1SAs (UK) require us to report
‘to you where:

. the directors’ use of the going concern basis of accounting in the preparation of the, financial statements is not
appropriate; or
. the directors have not disclosed in the financial statements any identified material uncertainties that may cast

significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements arc authorised for issue.

Other information

The other information compriscs the information included in‘the annual report, other than the financial statements
and our auditor’s report thereon. The directors are responsible for the other information.

Our opinion ‘on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this réport, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider wliether the other information is materially inconsistent with the financial statéients or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a matenial
misstatement in the financial statements or a material misstatement of the other information. If, based on the work we
have perfortied, we conclude that there is a material misstatement of the other information, we are required to report
that fact,

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companices Act 2006

In our opinion, based on the work undertaken in the course of the audit:

. the information given in the strategic report and the directors’ report for the financial year for which the

financial statements are prepared is consistent with the financial statements; and
. the strategic report and directors’ report have been prepared in accordance with applicable legal requirements.



AES ELECTRIC LIMITED

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation 10 which the Companies Act 2006 requires us
to report to you if, in our opinion:

. -adcquate accounting records have not been kept or rétuns adequate for our audit have not beén received from
branches not visited by us; or

. the financial statements are not in agreement with the accounting records and returns; or

. certain disclosures of directors’ remuneration specified by law are not made; of

. we have not received all the information and explanations we require for our audit.

Responsibilities of difectors

As explaincd mére fully in the directors’ responsibilities statement set out on page 4, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the préparation 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 ceasé operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasoniable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance isa high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will dlways delect 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

Financial Repoiting Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description forms part
of our auditor’s report.

Use of our report

This réport is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required (o state to them in an auditor’s report and for no other purpose. To the fullest extent
‘permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s

iembcg as abgdy, for our audltﬂvork for this report, or for the opinions we have formed

Ruth Logan (Semor tutory auditor)
for and on behalf of Emst & Young LLP, Statutory Auditor

Belfast
Date: Z" . Ul 2018



AES ELECTRIC.LIMITED .

Statement-of Comprehensive Income
forthe year ended 31 December 2017

Turhover
Cost of Sales

Gross loss

Adminisirative expenscs
Other operating income/ (expenses) , net

Operating loss

‘Giini on-disposal of fixed asset / investment
‘Impairment of Invesiments

Income from group undertakings
Inferest.receivable and similar ificomé
Interest payable and siniilar charges

Loss before taxation

Tax chargé.on loss

Loss after taxation

Other comprehensive loss

Total comprchensive income for; the year

Notes

w

12
12

10

2017 2016
£1000 £'000
2,725 2,615
(2,842) (3,179)
ain ()
(974) (469.)
459
(1,001) (574)
853 ;
(50,078) -
3,288 -
1 142
(373) (34)
@7,400) (466)
(67 (80)
(47,467) {546)
(72,201) (546)




AES ELECTRIC LIMITED

Statement. of Financial Position
as at 31 Décember- 2017

Non-current assets,
Intangible assets.
Tnvéstments

Debtors ,
Amgdunts: du¢ ‘Within oiié year
‘Cash at barik aiid in'hand
Current assets:
‘Creditors: Amounts falling due:within ori€ year
‘Net current (liabilities)/assets

Total assets. less-cuirent liabilities

Creditors: Amiouiits falling due:after more than one year

NET:(LIABILITIES)ASSETS

CAPITAL AND RESERVES
Called up share capital
Revaltiation reserve

Othéf resérves

‘Prafit and ldss féserves

TOTAL SHAREHOLDERS (DEFICIT) FUNDS

Notes

I
12

3

14

17
18
18

2017
£000
5
810,

2016
£'000
37
78,063

— 815

14,842
997

78,100

793

15,839

19,466

(17,752)

{17,178)

(1,913)

2,288 ..j

_(1,098)

80388

aén)

(2.,988)

_(1,259)

77,400

10,309

5022
(16,590)

10,309
27,174
34,965

~(1,259)

77,400

‘These finaricial statements were approved by the board of directorson:4 September 2018 and'were Signed on its behalf

‘by:

Serhiy Zuyev.
Director
Company Registration No. 02222066




_AES ELECTRIC_LIMITED.__ . . - . . R . . —

Statement of Changes in Equity
For ihe yedi-ended 31 December 2017

Called up. . Total

share Revaluation Other Profit and  shareholders

Note capital reserve  reserves lossaccount funds

£'000 £'000 £'000 £'000 £'000

Balance at 1 January 2016 10,309 27,174 4,879 48,782 91,144
Profit or.loss - - - (546) (546)
Other comprehensive income - - - ) - L
Total comprelieisivé income for the year - - - (546) (546)
Dividend paid/ declared - o - (2,580) (2,580)
‘Employee:share schenié - - 73 - 73
Deeried distiibution - - - (10,691) (10,691)
Balance at 31 Deceniber 2016 10,309 27,174 4,952 34,965 77,400
Profit or loss - - - (47,467) (47,467)
Other comprehensive income - {(24,734) - - (24,73‘4)
Total comprehensive income for the year - (24,734) - (47,467) (72,201)
Employee share scheme ‘ - - 70 s 70
Tradsfer to profit and loss reserve 19 : (2:440) - 2,440 -
Dividends paid / declaired 19 - . (6,528) _(6,528),

Balance at 31 December 2017 — 10309 (0 5022 (16,590) (1,259)



AES ELECTRIC LIMITED
Notes to the financial statements
for the year ended 31 December 2017

1.  Authorisation of financial statements and statement of compliance with FRS 101

The financial statements are prepared in accordance with the Companies Act 2006 and Financial Reporting Standard 101
Reduced Disclosure Framework, “The Financial Reporting Standard” applicable in the UK and Republic of Ireland (“FRS
101%). The presentation currency of these financial statements is GBP. All amounts in the financial statements have been
rounded to the ncarest £1,000. AES Electric Limited is incorporated and domiciled in England and Wales.

The company is considered to be a qualifying entity (for the purposes of this FRS) and has applied the exemiptions available
under FRS 101 in respect of the following disclosures: o

*» A Cash Flow Statément and related notes allowed by FRS 101.8(h);

+ Comparative period reconciliations for share capital and tangible fixed assets allowed by FRS 101.8(a);

« Disclosures in respect of transactions with wholly owned subsidiaries allowed by FRS 101.8(k);

« Disclosures in respect of capital management allowed by FRS 101.8(g);

« The effects of new but not yet effective IFRSs allowed by FRS 101.8(i);

« Disclosures in respect of the compensation of Key Management Personnel allowed by FRS 101.8()).

As the consolidated financial statements of The AES Corporation include the equivalent disclosures, the Company has also
taken the exemptions under FRS 101 available in respect of the following disclosures:
* IFRS 2 Share Based Payments in respect of group settled share based payments allowed by FRS 101.8(a);

» Certain disclosures required by 1AS 36 Impairment of assets in respect of the impairment of goodwill and indefinite life
intangible assets allowed by FRS 101.8(1);

» Disclosures required by IFRS 5 Non-current Asséts Held for Sale and Discontinued Operations in respect of the cash flows
of discontinued operations allowed by FRS 101.8(c);

- Certain disclosures required by IFRS 3 Business Combinations in respect of business combinations undertaken by the
company in the current and prior periods includirig the comparative period reconciliation for goodwill allowed by FRS
101.8(b); and

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in
these financial statements. On first time adoption of FRS 101, the Company has not retrospectively changed its accounting
under previous UK GAAP for derecognition of financial assets and liabilities before the date of transition, accounting
estimates or discontinued operations.

The Company has taken advantage of the exemption under $§400 of the Companies Act 2006 not to prepare group accounts as
it is a wholly owned subsidiary of The AES Corporation. The results of AES Electric Limited are included in the
consolidated financial statements of The AES Corporation which can be obtained from the Securities and Exchange
Commission, 450 5th Street NW, Washington DC 20549, USA.

Going concern

The directors believe that the Company is well placed to manage its business risks successfully despite the currerit uncertain
economic outlook. After making enquiries, the directors have a reasonable expectation that the company have adéquate
resources to continue in operational existence for the foreseeable future. Accordingly, they continue to adopt the going
cohcern basis in preparing the annual report and accounts. The company has support letter from its parents AES UK
Holdidgs Limited.

10



AES ELECTRIC LIMITED
Notes to the financial statements
for the year ended 31 December 2017

2. Accounting policies

Revenue recogriition
Revenue is incasured at the fair value of the consideration reccived or receivable and represents amiounts receivable for
services provided in the normal course of business, net of discounts, customs duties and sales taxes.

Administrative expenses
Administrative expenscs and similar charges are recognised in the Profit and Loss Account as the service is received.

Dividend income
Dividend income from investmients is recognised when the sharcholders’ right to receive the payment is established.

Dividends payable
Final dividénds are recorded in the financial statements in the year in which they are approved by the company’s
shareholders. Interim dividends are recorded. in the year in which they are approved and paid.

Interest
Interest is charged against income in the year in which it is incurred.

Intangible assets _ )
Intangible assets comprise of expenditure for computer software. The expected uscfiil life of the asset is reviewed on an
-annual basis and, if necessary, changes in the useful life are accounted for prospectively.

Pension costs

For defined contribution schemes the amount charged to the profit and loss account in respect of pension costs and other
post-retirement benefits is the contributions payable in the year. Differences between contributions payable in the year and
contributions actually paid are shown as either accruals or prepayments in the balance sheet.

Employee sharc schemes

The ultimate parent company issues equily-settied share-based payments to certain employees of the group which must be
measured at fair value -and recognised as an expense in the profit and loss account with a corresponding increase in equity.
The fair values of these payments are measured at the dates of grant using option-pricing models, taking into account the
terms and conditions upon which these awards arc granted. The fair value is recognised over the period during which
eniployeces become unconditionally entitled to the awards, subject to the company’s estimate of the number of awards which
will lapse, either due to employees leaving the company prior to vesting or due to non-market based performance conditions
not being met, Where an award has market based performance conditions, the fair value of the award is adjusted at the date
of grant for the probability of achieving these via the option pricing model, The total amount recognised in the profit and
loss account as an expense is adjusted to reflect the actual numiber of awards that vest, except where forfeiture is-due to the
failure to meet market-based performance measures.

Basic financial instruments

Investments

Fixed asset investments in subsidiaries -and other group companies are held at cost. The company assésses investments for
infpairiment ‘whenever ¢vents or changes in circumstances indicate that the camrying value of an investment may not be
recoverable. If any such indication of impairment exists, the company niakes an estimate of its recoverable amount. Where
the carrying amount of an investment exceeds its recoverable amount, the investment is considered impaired and is written
down Lo its recoverable amount.

Trade and other debtors
Trade and other debtors are recognised initially at fair value. Subsequent to initial recognition thcy are measured at
amortised cost using the effective interest method, less any impairment losses.

11



AES ELECTRIC LIMITED
Notes to the financial statements
for the year ended 31 December 2017

2. Accounting policies(continued)

Trade and other creditors

Trade and other crediiors are carried at payment or settlement amounts. If the effect of the time value of money is material,
trade and other creditors are determined by discounting the expected future cash flows at a pre-tax rate.

Own shares held by ESOP trust
Transactions of the Company-sponsored ESOP are treated as being those of thé Company and are therefore reflected in the
‘company financial statements.

Foreign currency translation

Transactions expressed in foreign currencies are translated into sterling ‘at the rates of-exchange prevailing at the dates of the
transactions. Monetary asseéts and liabilities denominated in foreign currencies are translated at the rates prevailing at the
year end. Any resulting gains or losses are taken to the profit and loss account.

Incoime taxes
Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities, based on tax rates and laws that are enacted or substantively enacted by the balarice sheet date.

Deferred income tax is recognised on all temporary differences arising between the tax bases of assets and liabilities and
their carrying amounts in the financial statements, with the following exceptions:

- When the deferred TAX liability arises from the initial recognition of goodwill or an asset or liability in a transaction that
is not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
Toss

- Deferred income tax assets are recognised only to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, carried forward tax credits or tax losses can be utilised.

Deferred income tax assets and liabilities are measured on an undiscounted-basis at the tax rates that are expected to apply
when the related asset is realised or liability is settled, based on tax rates and laws enacted or substantively enacted at the
balance sheet date.

The carrying amount of deferred income tax assets is reviewed at-each balance shéet date. Deferred income tax assets and
liabilities are offset, only if a legally enforcement right exists to set off current tax assets against current tax liabilities, the
deferred income taxes telate to the $ame taxation authority and that -authority permits the company to make a single net

payment.

Income tax is charged or credited to other comprehiensive income if it relates to items that are charged or credited to other
comprehensive income. Similarly, income tax is ¢harged or credited directly to equity if it relates to items that are credited or’
charged directly to equity. Otherwise income tax is recognised in the income statement.

Leases
Rentals under operating leases aié charged on a straight-line basis over the lease terni, €ven if the payments are not made on
such a basis.

Use of estimates

The preparation of accounts in conformity ‘with generally accepted -accounting principles requires management to make
cstimates and assumiptions that affect the reported amounts of assets and liabilities at the date of the accounts and the
reported amounts of revenues and expenses during the reporting period. Actual outcomes could differ from those estimates.

12



AES ELECTRIC LIMITED

‘NOTES TO THE FINANCIAL STATEMENTS
Yearended 31 December 2017

3 Turnover
Turnover; which is stated net of value added tax, represents amounts invoicéd 1o .group companies.

Financial and other services

s

The: tamiover is réaliséd.in Jordan,

4 Opcrating loss

Auditors remuneration
5 Staff: costs
Ditectors! remuneration

The directors réceivéd total remuneration forithe. year.of £651,268 paid by Electric.

‘Staff. costs:
‘Wages and salaries
‘Social se€urity costs

‘Other pension costs

*Tlie compasiy maintainga defined contribution pension schemé for all eligible fill tinie employées.

2017 2016
£000 £000
2,725 2,615
2,725 2,615
2017 2016
£2000 £7000

12 12

2017 2016
£000 £2000
1,009 1,i46

516 910
87 98
L1z 2,154

13



AES ELECTRIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2017

5 Staff costs (continued)
Average number of persons énmployed (including directors)

Adininistration

Devéelopment

6 Other operating incoiné/ (expenses) , net

‘Revaluation ESOP

7 Income from group undertakings

Incomé from group undertakings

8 Interest i-‘écéivable and simiilar income

Foreign exchange gain (fét)
Bank interest receivable

9 Interest payable and:similar ¢harges

Interest payable to group-companies

Foreign exchange loss (net)

10 Tax

Foreign tax
Adjustmerits in fespect 6f previous periods
Current tax (charge)/credit for the period

2017 2016
Number Number
2 2

4 6

6 8

2017 2016
£2000 £000
- 459

- 459

2017 2016
_-£2000. £000
3,288 -
2017 2016
£2000 £2000
- 14]

1 1

T 142
2017 2016
£2000 £000
19 34
__(354) -
_B3713) 34
2017 2016
£000 £2000
(87) (80)
20
(67) (80)

14



AES ELECTRIC LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2017
10 Tax (continued)

The difference between the total cufrent tax shown above and the amount calculated by applying the standard rate of UK
corpordtion tax to the profit before tax ¢an be reconciied as follows:

2017 2016

£2000 £000
Loss before tax 47,400 466
Tax on loss at standard
UK corpjoration tax fate of 19.25% (2016; 20%) 9,123 93
Effect of:.
Expeiises.not deductible. for tax purpases (8,992) (131)
Fixed asset timing differences - 4
Movement in short term timing differences - 42
Deferred tax.not recognised (10) -
Group relief surrendered 4 az2n ®)
Foreign tax (87) (80)
Adjustment in réspect of prior years 20 -
Tax charge for the period B (6D ' (80)
An analysis of the full potential deferred tax asset, none of which has been provided, is as follows:

2017 2016

£2000 £000
Tax effect of timing difference because of:
Excess capital allowances over depréciation (13) (16)
{Other short terin timing diffeiences (39 27
Tax losses:carried forward (9,556) (9,581)
Total deferied tax liability/(assei) , (9,608) (9,624)

amount of the deferred tax asset fiot recognised is £9,607,938 (2016: £9,624,127) of which £3;710,728 (2016:
£3,735,817) atises in Fespeét of trading losses, £5,845,376 (2016: £5,845,375)in respect of capital losses and £51,834
(2016:°£42,935) arises in respect of other timing differences. The assets would be recoverable if the coinpany made
suitable taxable profits in the futire. '
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ALES ELECTRIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 Deceniber 2017

11 Intangible assets

Coinputer
software
. £2000
Cost:
At | January 2017 : 306
Additions 6.
and at 31 December 2017 312
Acquisitions:
6
Acéumiilated amortisation:
At 1 January 2017 269
Charge for the year 38
At 31 Deceiiber 2017 307
Net book value:
At 31 December 2017 11
At 31 December 2016 5)
12 Investménts. :
Subsidiary
undertakings,
£000
Cost
At January 2017 ' 92,085
Disposals A (2,441),
At3] December2017 - 89,644
_ Amotints provided
At 1 January 2017 (14,022)
Impairment _ (74.812)
/At 31 December 2017 T (88839)
Net'book value: '
At 31 December 2017 ) 810
At 31 December 2016 78,063

16



AES ELECTRIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2017

12 Investments (continued)

Details of the investments in which the company held more than 20% of the nominal value of any class of share capital
either directly or indirectly as at 31 December 2017 were as follows:

- . ; Proportion of

Narse of Cmmtr_v Of, Typeof voti:g rights | Nature of business Registered address
company mc?rponnon shares and shares held.

Subsidiary undértakings: . .

AES v . First Floor Templeback, 10
Hozons |Eagland & Ordinary 100%% Holdings company Temple Back, Bristol United
Investment |Wales hd i = - Kingdom, BS} 6FL
iimited _
Associated undertakings: »

. Kitroot Power Station, Lame
ﬁﬁn Northem kreland | Ordinary 47.78% Electricity generation Road, Camckfergus.Co
) Antrim, BT38 70X

On 26 January 2018, Eirgrid and SONI announced the results of the first annual ISEM capacity auction. Both Kilroot coal
units failed to clear in this auction and did not secure annual capacity contracts. As a result, and given the clear exit signal,
AES intends to retire these coal units at the start of ISEM. Originally this was to be 23 May 2018, but the start of this new
market has been delayed to 1'‘October 2018. In ordeér to retire a unit, AES must follow the SONI.Generation Plant Closure
Process which requires a derogation to be sought to retire units within 36 months. AES is currently within this process and
SONT have not yet madea recommendation to the Utility Regulator as to whether thesé units can close on the dates
requested. Management’s assumption is that the coal units will close at the start of ISEM on 1 October 2018.

The decision to retire the coal units triggered a revision of the recoverability of the assets of AES Kilroot Power Ltd and
resulted in an impairment of fixed assets of power plant as well as an impairment of the investment of AES Electric Ltd.
The impairment amounts to £24,734,400.17 decrease of revaluation reserve and £50,078,273.49 impairment loss in the
profit and loss account.

The sale of Cloghan Ltd was finalized in February 2017 between AES Electric Ltd. and LCC Group Ltd. AES Horizons
realized gain from the deal in 2017 amounts to £853,000.

13 Debtors

2017 2016
£000 £°000

Amounts-due within one year
Amounts owed by group companies 14,134 17,984
VAT recoverable 17 66
Other debtors 371 315
Employee income tax receivable 320 297
Prepayments and accrued income - 11
14,842 18,673

The amounts owed by group undertakings due within one year are repayable on demand, after a period of at least one
year. This includes receivable from AES Horizons Investments Limited £8,941,000 (2016: £8,941,000). These amounts

do not bear interest. The fair value is a reasonable approximation to the carrying value.
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AES ELEETRIC LIMITED

‘NOTES TO THE FINANGIAL STATEMENTS
Year ended 31 Deceriber 2017

14 Creditors: amounts falling dué within one year

Amounts owed to group undertakings
Accruals

Trade and other.creditors

15 Creditors: anounits falling due aftér more than one year

Loaris provided by parent company:
Long term portion of provision fof perforfance units

Loans fepayable, included within creditors, are analysed as follows:

‘Wholly repayable within five years
Not wholly repayable-withifi five years

2017 2016
£000 £000
16,328 16,264
1,376 785
48: ) 129
17,752 17,178
2017 2016,
£000 £000
41 2,921
120. 67
161 2,988
41 2921
- 9

The company has -an assigied loan payable with AES UK Holdmgs ‘Limited on 26. October 2011 for the amount of

£14,028,000 which.bears interest at 6M LIBOR plus 1%-and is repayable in 2014. The loan- agreement was. cxtendcd with

maturity date 2020.

On 26 Oc¢tober 2011, .AES Global Power Holdmgs BV assigned  its Intercompany- Credit Facnllty Agreement to AES UKk
Holdmgs Liinited. Under ihis agreement. AES UK Holdmgs Lindited will extend a credii facilify of £50,000,000. The.

carrying-value of the loan is a féasonable approximation of the fair value.

18



. __AESELECTRICLIMITED , -

NOTES TO THE FINANCIAL STATEMENTS
Year endéd 31 Decémber 2017

16 Finiancial instruments

Assets ineasiired at amortised cost
Débtors falling due within oheyear:
Trade debtors

Amounts owed by fellow subsidiaries,
Total

Liabilities ieasured at anortised cost
Creditors falling due within oneé year:
Amounts owed to fellow subsidiaries
Trade payables and accruals

Total

Net

17 Called upshare capital

Called up, allotted and fully paid:
10,309,352 (2016: 10;309,352) Ordinary shares of £1 each

2017 2016
£°000 £000
708 689
14,134 17,984
14,842 18,673
16,328 16,264
1,424 914
17,752 17,178
_(2.910) _ 1,495
2017 2016
£7000 £7000
10,309 - 10,309
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AES ELECTRIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2017

18 Revaluation reserves and Other reserves
Revaluation reserve
as deemed cost on the date of tl'an;itit;n 1 January 2014 for its investment in AES NI Limited and AES CIOgh;Ln Ltd. This
resulted in a £27,174,969 (AES Cloghan Ltd. 2,440,569 and AES (NI) 24,734,400) revaluation reserve in equity. After
impairment of investment and sale of Cloghan in 2017 the reserve was written off.

‘Other reserves

Other reserves relate to the Long Term Compensation scheme and are for share based payments to employees through
Non-qualified Stock Options and Restricted Stock Units (RSUs) in the ultimaté parent company. The total liability at the
balance sheet date amounted to £5,022,000 (2016: £4,952,000).

Non-qualified Stock Options

Awards of Stock Options give the employees the right to purchase shares of AES stock at a fixed price at the time the
option vests. Options are awarded based on the Black-Scholes value at the time of grant using a rolling twelve month
Black-Scholes value, The cost of providing Stock Options is recognised in the profit and loss account evenly over the
three year vesting period. No expense recognised for this scheme in respect of employee services received during the year
(2016: £ nil).

The weighted average fair value of éach option grant has been estimated, as of the grant date, using the Black-Scholes
option-pricing model with the following weighted average assumptions:

2017 2016
Expected volatility 0% 0%
Expected annual dividend yield 0% 0%
Expected option term (years) 0 0
Risk-free interest rate 0% 0%

The company exclusively relies on implied volatility as the expected volatility to determine the fair value using the Black-
Scholes option-pricing model. The implied volatility may be exclusively relied upon due to the following factors:

e The company utilises a valuation model that is based on a constant volatility assumption to value its employee share
options;

e  The implied volatility is derived from options to purchase AES comimon stock that are actively traded;

e  The market prices of both the traded options and the underlying share are measured at a similar point in time to each
other arid on a date reasonably close to the grant date of the employée share options;

e  The traded options have exercise prices that are both near-the-money and close to the exercise price of the employee
share options; and

o  The remaining maturities of the traded options on which the estimate is based are at least one year.

restrictions include black-out periods when the employee is not able to exercise stock options based on their potentlal
knowledge of information prior to the release of that information to the public. The assumptions that the company has
made in determining the grant date fair value of its stock options and the éstimated forfeiture rates represent its best
estimate.

Using the above assumptions, the weighted average fair value of each stock option granted was £8.83 and £7.63 for the
years ended 31 December 2017 and 2016 respectively.

A summary of the option activity for the year ended 31 December 2017 follows (number of options in thousands, pounds
in‘millions except per option amounts, term in years):
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AES ELECTRIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2017
18 Revaluation reserves and Other reserves (continued)

Weighted
Average
Weighted Remaining
Average Contractual
Options Exercise Price Term
(in thousands) .
Outstanding at December 31, 2016 8.00 £ 16.54
Exercised - -
Forfeited and expired 148 £ 16.49
Granted < -
Outstanding at December 31, 2017 222 £ 13.96 0.11
Vested and expected to vest at December 31, 2017 222 £ 13.96 0.11
Eligible for exercise at December 31, 2017 222 £ 13.96 0.11

Restricted Stock Units

Awards of Restricted Stock Units (RSUs) are denominated in units of AES stock, each representing the right to receive
one share of AES common stock for each vested unit on the fifth anniversary of the grant date. RSUs are granted at the
market value of AES stock at the date of grant and vest one third each year. The cost of providing RSUs is recognised in
the profit and account evenly over the three year vesting p‘criod-. The expense recognised for 2017 was £60,000 (2016:
£62,000).

Restricted Stock Units without market conditions

For the years énded 31 December 2017 and 2016, RSUs issued withouit a market condition had a grant date fair value
equal to the closing price of AES stock on the grant daté. The company does not discount the grant date fair values to
reflect any post-vesting restrictioris. RSUs without a market condition, granted to non-executive employees during the year
ended 31 December 2017 and 2016 had grant date fair values per RSU of £8.83 and £7.63 respectively.

A summary of the RSU activity for the year ended 31 December 2017 follows (iumber of RSUs in thousands, pounds in
millions except per unit amounts, term in years): '

Weighted

average

Restricted Weighted rémaining

stock units  average grant ‘vesting term

(‘000) Qdate fair values (years)
Non vested at 1 January 2017 18 £ 8.06
‘Vested during the year ) £ 8.66
Forfeited and expired - -
Granted 8 £ 8.83
Net shares transferred during the year - -

Non vested at 31 December 2017 ] 17 8.10 1

Vested at 31 December 2017 ‘ - ‘

Vested and expected to vest at 31 December 2017 16 £ 8.09
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'NOTES TO THE FINANCIAL STATEMENTS
Yéar-énded 31 December; 2017

19 Dividends and Deemed distribution

Dividends

Thé company paid an interim dividend during the year:of £ 6,528,000 (2016: £2,580,000).

Declared and paid during the year:

Tnterim paid November 2016: £0.25pei share
Interim paid March 2017: £0.3502 per share
Intetim paid March 2017: £0.2458 :per share
friterimi paid Deceniber 2017: £0.0179 per share
Interim paid December,2017: £0.009 per share

Interim paid December.2017: £0.01027 per share'

2017 2016
£7000 £2000
2,580
3,610
2,534
i85
93
106 .
6,528 72,580

20 Contiiigent liabilities

Thiere were no contingent liabilities as at-31 December 2017 in respect of guarantees arid indéfinities éntered into as part.

of the ordinary course of the company's business.

21 Evénts since the balance sheet date

In Apiil 2018 the SEM Committee decided to extend the I-SEM G-Live Date to 01 October 2018. As a result, the coal

units of AES Kilroot Power Ltd. will continue, to operate at least untill that.date.

22 Ultimate parent company

Thie company’s. immediate. parent undertaking is AES UK. Holdings Limited; a compary incofporated in England and,

Wales:

The ultimate parent company and conitrolling cntity, and parent of the sinallest and largest group for which ‘consolidated
findnéial statements are prepared of ‘which this-cofripany is a part, is The AES Corporation; a comipany incorporated ‘in, the
State- of Delawaré, USA. Copies of the parent company's finiaiicial statements can be obtained from the Securities -and

Exchange Commission, 450 5™ Stréét NW, Washington DC 20549, USA.
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