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Introduction

lan Russell, CBE Chairman

| am pleased to present HICL's Sustainability Report for the
Financial Year to 31 March 2021. Providing well-maintained core
infrastructure for communities, which generates sustainable
income for shareholders over the long-term, sits at the heart of
HICLs Investment Proposition.

The Company’s performance is inextricably tied to the delivery of
positive stakeholder outcomes, in particular the communities who
use, and interact with, the Company’s assets in their daily lives.

Through these 116 assets, HICL serves a population of over
20m people globally. In the UK, 1 in 4 citizens interact with
infrastructure where HICL is an investor. These touchpoints
afford HICL an exceptional vantage point to progress the
‘Social’” dimension of the ESG framework, in particular.

These last 12 months have been challenging for many of the
Company'’s stakeholders, with unprecedented change

across daily life. HICL’s continued delivery of essential public
infrastructure to communities throughout this pandemic-affected
period is direct testament to the high quality of long-term
partnerships that we share with our key stakeholders. During this
unprecedented time, the Company and its Investment Manager
have prioritised the availability of its critical facilities and the health,
safety and wellbeing of those employed directly by HICL’s portfolio
companies or through the supply chain.

Throughout this period, we have not lost sight of building on our
commitment to Environmental, Social and Governance (‘ESG”)
considerations. HICL has introduced a suite of metrics across
these three pillars to more effectively measure and report our
efforts across the portfolio of 116 essential infrastructure assets.
The Company has also introduced a specific sustainability focused
Key Quality Indicator.

The standard for sustainability disclosure continues to be

raised and the Company welcomes the introduction of the

EU Sustainable Finance Disclosure Regulation (“SFDR”). The
SFDR seeks to provide a framework for greater transparency
across those companies that make a genuine contribution to
sustainability outcomes. Though the SFDR is an EU-focused and
regulated initiative, the Company identifies with its best practice
approach and is actively complying with the relevant provisions
of the Level 1 requirements of the SFDR.




Our long-term stewardship responsibilities demand an inter-
generational perspective on risk, matched to the duration of the
Company'’s assets. This year our Investment Manager, InfraRed,
completed a climate change impact assessment across the HICL
portfolio. As we now work through its findings, this important
exercise will provide valuable insights at asset level and enable
further collaboration with relevant stakeholders to improve the
resilience of public infrastructure, potentially extending well-
beyond HICL’s period of stewardship.

“Providing well-maintained core infrastructure
for communities, which generates
sustainable income for shareholders
over the long-term, sits at the heart
of HICL’s Investment Proposition.”

HICL voluntarily elected to report against the Task Force on
Climate-related Financial Disclosures (“TCFD”) in 2020,
documenting its progress towards full reporting and signalling
the Company’s clear intention to embrace best practice in
sustainability. HICL's completion in the year of its climate change
impact assessment across the portfolio marks the next major
milestone in this journey. | am pleased to confirm that HICL has
reported against all 11 of the recommended TCFD disclosures,
again on a voluntary basis. The Company also formally became
a ‘TCFD Supporter’ in the period.

This report represents a clear step-change in HICL's
sustainability approach and demonstrates the Company’s
express intention to provide leadership on sustainability matters
across the infrastructure sector, while acknowledging the need
for continuous improvement. We remain committed to further
aligning sustainability considerations with our wider commercial
objectives, enabling us to provide well-maintained core
infrastructure to communities, which generates sustainable
income for shareholders over the long-term.

LU

lan Russell, Chairman

" https://www.hicl.com/wp-content/uploads/2021/05/HICL-Annual-
Report-2021.pdf, page 18

A InfraRed

Capital Partners

Harry Seekings
Head of Infrastructure,
InfraRed

InfraRed strives to be a responsible investment manager and
to develop and manage long-term, sustainable infrastructure.
We believe that we can only achieve long-term success for
all stakeholders, including investors, by taking ownership of
the environmental, social and governance outcomes across
HICL’s portfolio. This is essential to our vision and, in this
regard, the Investment Manager shares the HICL Board’s
commitment to embracing sustainability best practice.

The recent completion of the climate change impact
assessment across the HICL portfolio is a strategically
important initiative: it provides project-level information to
inform InfraRed’s asset management strategies over time;
enables collaboration with public sector clients on climate-
driven risks and opportunities; and instructs strategic
portfolio construction. We continue to work closely with
HICLs portfolio company management teams to evaluate
and implement the findings from this important review.

In May 2021, InfraRed renegotiated HICL's revolving credit
facility to convert the loan to a Sustainability Linked Loan
(“SLL”). The innovative SLL structure links the loan’s margin
to the Company’s performance against five sustainability
targets, across Environmental, Social and Governance
dimensions. This step further demonstrates our commitment
to delivering HICL'’s sustainability strategy, and further

aligns the Company’s financial performance with key
stakeholder outcomes.

InfraRed has been a signatory of the Principles for
Responsible Investment (“PRI”) since 2011 and is
represented on the Infrastructure Advisory Committee of PRI.
The infrastructure business line achieved an A+ rating for its
2020 assessment, its sixth successive year. InfraRed has
been carbon neutral since 2019 and offsets its CO,
emissions using an accredited scheme.
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Approach to sustainability

HICL’s approach to sustainability

As a prominent long-term investor in core infrastructure, HICL has a role in society
that extends beyond its shareholders.

The Company is a trusted steward of essential assets and has a responsibility towards the communities that the assets serve

and, in many cases, to which the assets will be returned at the end of the defined contractual term. The Board and Investment

Manager recognise that operating in a sustainable manner lies at the very heart of the Company’s business model, and is
fundamental for the successful delivery of its investment proposition.

“The Company’s performance is inextricably tied to the delivery of positive
stakeholder outcomes, in particular for the communities who use, and interact
with, the Company’s assets in their daily lives.”

lan Russell CBE, Chairman

The infrastructure in which HICL invests supports individuals,
communities, societies and their environment. With this comes
a responsibility for HICL, and its portfolio companies to act
with care, consideration and integrity.

Key highlights

Over the course of the year, the Company has taken
significant strides to embed sustainability considerations
across its activities.

These responsibilities are discharged by the Board
and InfraRed in order to mitigate risks and to create a
positive impact which align with and go beyond HICL's
commercial objectives.

The Board recognises that standards for best practice in
sustainability continue to rise, and has set out the Company’s
recent progress and key sustainability objectives for the
coming year on page 8.

HICL actively contributes to the United Nations (“UN”)
Sustainable Development Goals (“SDGs”) through the delivery
of reliable and resilient infrastructure that supports economic
development and human wellbeing.

As a custodian of public, community infrastructure, there is a
focus on inclusive, affordable and equitable access for all. The
nature of HICL’s investment proposition means the Company
inherently contributes to developing industry, innovation and
infrastructure (SDG 9); and building sustainable cities and
communities (SDG 11).

INDUSTRY. INNOVATION
ANDINFRASTRUCTURE

Completion of a
detailed, portfolio-
wide climate impact
assessment, enabling
HICL to respond
against all 11 TCFD
recommendations

Pages 10-12

The signing of an
innovative ESG-linked
RCF, linking
sustainability
performance to
financial outcomes

Page 52 of the
Annual Report 2021

Introduction of a

suite of dedicated
Sustainability metrics
and targets to track
performance and
increase accountability

Page 9

An enhanced annual
ESG survey, featuring
20 new questions and
covering the whole of
HICL’s portfolio

Page 23
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InfraRed’s approach to sustainability

InfraRed strives to be a responsible investor and to develop and manage long-term,

sustainable infrastructure.

The Investment Manager believes that long-term success for all stakeholders (including investors) can only be achieved by taking
responsibility for the environmental, social and governance impacts of its investment activities. This is essential to InfraRed’s corporate
vision, and in this regard, the Investment Manager is committed to embracing sustainability best practice. This means recognising and
delivering stewardship responsibilities, on behalf of HICL, across the Company’s portfolio of essential infrastructure.

“At InfraRed we have always believed that a sustainability-led mindset is essential to
delivering outperformance. It is enshrined in our DNA that creating value for all

stakeholder groups — not just one —is crucial to the long-term success of any asset.”

Werner von Guionneau, CEO, InfraRed Capital Partners Limited

The application of HICL's Sustainability Policy is undertaken

by InfraRed. The Investment Manager publishes and regularly
updates its own sustainability policy on InfraRed’s website.

In May 2021, to formalise over a decade of continuous
improvement and best practice, InfraRed published its first
Sustainability Report’. This report is part of the Investment
Manager’s commitment to provide transparency on its
sustainability performance and its desire to be held accountable
by all of its stakeholders, which includes those of HICL.

InfraRed has been a certified CarbonNeutral® company
since 1 January 2019 and an official TCFD Supporter since
October 2020.

‘yv.TIFIQO
TASK FORCE on CARBON
CLIMATE-RELATED NEUTRAL
FINANCIAL
DISCLOSURES Compan$

CarbonNeutral.com

Approach to responsible investment

InfraRed has been a signatory of the Principles for Responsible
Investment (“PRI”) since 2011, and continues to take a
leadership role in the implementation of responsible investment
strategies. During the year, InfraRed’s infrastructure business

was awarded the highest attainable A+ rating, as assessed by
PRI, for the sixth consecutive year. The six Principles across
which InfraRed have been assessed are set out below:

A Incorporate ESG issues into investment analysis and
decision making processes

A Be active owners and incorporate ESG issues into our
ownership policies and practices

A Seek appropriate disclosure on ESG issues by the entities
in which we invest

Signatory of:
| Principles for
[ 1 Responsible
HEE Investment

A Promote acceptance and implementation of the Principles

within the investment industry

A Work together to enhance our effectiveness in

implementing the Principles

A FEach report on our activities and progress towards

implementing the Principles

" https://www.ircp.com/sites/default/files/2021-05/InfraRed%20Sustainability%20Report. pdf
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Sustainable Development Goals

The 17 Sustainable Development Goals (“SDGs”) were adopted
by all United Nations member states in 2015. The SDGs are an
urgent call for action by all countries — developed and developing
—in a global partnership. They recognise that ending poverty and
other deprivations must go hand-in-hand with strategies that
improve health and education, reduce inequality, and spur
economic growth — all while tackling climate change and working
to preserve our oceans and forests.

SDG HICL’s assets facilitate

12.5 million

People with access to HICL's healthcare facilities,
including three major regional trauma centres

GOOD HEALTH
AND WELL-BEING

o

Our contribution

HICL supports all of the UN SDGs. We focus our efforts on the
goals which align with our Environmental, Social and Governance
objectives, contributing through the investments we make and
impacting the local communities around our assets. Although the
Company inherently contributes towards developing industry,
innovation and infrastructure (SDG 9) and building sustainable cities
and communities (SDG 11), HICL's ESG commitments have a
broader reach. The table below demonstrates the Company’s
broader contribution to the SDGs, either through the Investment
Manager or specific initiatives undertaken by its portfolio companies.

How HICL and InfraRed contribute

In response to Covid-19, we prioritised the health and wellbeing of our
own staff, the end-users of our assets, as well as the staff of our clients,
delivery partners and other stakeholders (page 21)

QALTY 1 40,000

EDUCATION
I!!‘ i

Places across the school, college and
university facilities and accommodation

We encourage our investment companies to implement initiatives that
educate young people about job opportunities and infrastructure
projects as well as key environmental issues such as climate change.
Improving social mobility through quality education is also a key priority
of InfraRed’s Community Engagement committee (page 20)

1.8 GW

Connecting offshore wind generation with
enough capacity to power 1.7 million homes

HICL has now completed its fourth investment into offshore
transmission assets, further contributing to the UK’s transition to a
low-carbon economy (page 18)

16 PEACE, JUSTICE 5 O

AND STRONG
INSTITUTIONS . . . .
Police stations, custody centres, fire stations

The Investment Manager works closely with government and civil
institutions to support and enable contract variations which materially
improve facilities for all stakeholders (page 23)

¥ and training facilities

CLEAN WATER 3.6 million We are actively engaging with our investment companies to ensure that

ADSANTATON , , measures are implemented to reduce water consumption (page 18)
Population served with clean water by

E Affinity Water

GENDER 35% HICL's Board has chosen to adopt definitive policies with quantitative

ST , , targets for Board diversity. The Investment Manager reports to the
InfraRed appointed portfolio company Board their progress on inclusion and diversity in the workplace
directors are women (page 20)

13 cue 1 6’000 The Investment Manager has concluded a detailed climate change

Tonnes of CO, emissions will be avoided
over the life of HICL's concessions

& 4

impact assessment and has set clear targets for the collection of
greenhouse gas emissions data across the portfolio (page 9)

DECENT WORK AND
ECONOMIC GROWTH

1,200
Staff directly employed by HICL project
companies, with thousands more employed

through the supply chain

o

We actively monitor our service provides to ensure that they have
appropriate health & safety procedures in place, and HICL's portfolio
companies uphold labour standards and initiate skills development
programmes (page 21)

6 HICL SUSTAINABILITY REPORT 2021
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HICL’s sustainability journey

This underlines the importance of the commitments made by the

In the 15 years since HICLs IPO, the Company has played a growing Board and the Investment Manager towards sustainability, and the

role as a long-term investor in essential core infrastructure. The
fundamental social purpose of HICLs portfolio companies, such as
its schools and hospitals, has ensured that the investment made by
the Company’s shareholders has a positive and long-lasting impact.

need for continuous improvement.

In order to ensure that HICL remains at the forefront of sustainability
best practice, the Company has significantly enhanced its disclosure,
processes and risk management during the course of the year. This

Today, through its portfolio of 116 investments, HICL serves a
population of over 20 million people in six countries and, in the UK

alone, the infrastructure in which HICL has invested touches the lives
of one in four citizens.

Delivered in year ended
31 March 2020

Sustainability considerations
formally integrated
into InfraRed’s
investment processes

Stakeholder mapping
& strategic engagement
strategy, launch of InfraRed
industry Knowledge Centre

Publication of limited

governance metrics at
portfolio company level

Publication of HICL's
sustainability policy

Incorporation of sustainability
risks into InfraRed’s risk
reporting framework

Delivered in year ended
31 March 2021

Signing of an ESG-linked
RCF, linking sustainability
performance to
financial outcomes

Enhanced ESG survey
focused on driving change in
project companies; launch of
InfraRed’s sustainability best

practice guidance notes

Dedicated sustainability
KQIl and a full set of
sustainability metrics

and targets

Voluntary reporting against all
11 TCFD recommendations

Portfolio-wide climate change
impact assessment
undertaken to identify physical
and transition risks,
opportunities and mitigation

is summarised in the graphic below, which also sets out the key
objectives for the next 12 months.

Proposed for year ending
31 March 2022

InfraRed to align investment
process with UN Guiding
Principles on Business and
Human Rights

Direct engagement with
project companies through
bi-annual workshops and
regular follow-up sessions with
InfraRed staff

Progress measured against
targets; expanded
environmental metrics; InfraRed
to implement a plan to achieve
net zero carbon emissions

Launch of a detailed data
collection exercise required for
closer alignment with the full
Level 2 provisions of the SFDR

Asset-level climate change
mitigation plans put in place,
with regular reporting
on progress

8
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Tracking and reporting progress

Reporting on sustainability in a manner that is clear and easily
absorbed by investors requires continual improvement. In addition
to the formal sustainability KQI reported on page 18 of the

2021 Annual Report, HICL has published a full suite of metrics
and targets to improve the objective measurement of the Group’s
Environmental, Social and Governance performance. These
efforts will create a feedback loop which allows the Investment

B 96% O 84%

Portfolio companies with Portfolio companies with

Manager to drive improvements in the portfolio, and are expected
to follow a natural sequence over time:

A Collection and measurement of relevant information

A Implementation of specific policies around key
sustainability themes

A Implementation of, and delivery against, specific targets

83%

Portfolio companies with

energy reduction initiatives water reduction initiatives waste reduction initiatives

35% 94%

48%

Portfolio companies reporting Portfolio companies report Portfolio companies report

Scope 1 and 2 emissions water usage

Target = 100%

35%

Of InfraRed appointed portfolio company
directors are women

0.38

RIDDORSs (and equivalent Health & Safety
incidents in non-UK countries) per project,
including project subcontractors

98%

Active Stewardship

Percentage of portfolio where InfraRed has:
Attended all Board meetings
Visited one of the project company’s assets!

Actively monitored the project / company’s performance

81%

Modern Slavery Act 2015 - Training and Audit

Train their staff to ensure they have an understanding of what
the Act is AND undertake audit procedures to ensure policies
are effective

waste amount

HICL's target is for all portfolio companies to report
energy, water and waste consumption levels as well
as having corresponding reduction plans in place

83%

Portfolio companies with voluntary
charitable contributions to
environmental or social initiatives

Target = 90%

96%

Strong Corporate Governance

Portfolio companies with appropriate
policies concerning:

Conflicts of interest
Whistleblowing
Cyber-security

Health & Safety
Anti-bribery & corruption

Recruitment diversity

Target = 100%

" An exception was made where site visits were not conducted in person due to Covid-19 restrictions
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Case Study: Climate change impact assessment

Overview

Climate change is emerging as a key
risk for infrastructure investors, with

the potential to significantly impact
infrastructure assets around the world.
In 2015, world governments committed
through the Paris Agreement to curbing
global temperature rise to below 2°C

Both HICL and InfraRed support the Paris Agreement and are
committed to reducing carbon emissions where possible.

For HICL, climate change and the response to climate change
are likely to impact the Company in two ways:

A Physical risks: “acute” physical damage to the Company’s
infrastructure investments from variations in weather patterns
and “chronic” impacts such as sea level rises and drought

A Transition risks: policy, legal, technological, market and
reputational risks associated with the transition to a lower

carbon economy

above pre-industrial levels in order to
prevent the most severe consequences
of climate change.

The Investment Manager incorporated climate-related risks into the
Company’s risk management framework in 2019 and, in September
2020, engaged Willis Towers Watson (“WTW”) to conduct a detailed
climate change impact assessment, the scope of which included the
entirety of HICL's portfolio’.

Process and methodology
The flow chart below sets out the process undertaken by the Investment Manager and WTW:

Identify physical risks
based on current
conditions

Analysis of exposure to 11 different physical risks? based on current conditions
Each risk ranked 1-5 based on relative severity and frequency
Climate hazard index calculated for each asset

Additional exposure rankings for five® of the 11 physical risks based on:
— Business as usual (4°C above pre-industrial levels)
— Energy transition / net zero (1.5°C above pre-industrial levels)

Identify physical risks
based on future
conditions

Quantify physical
climate risks

For flooding and wind storms, potential financial exposure modelled
For each asset, statistical simulation undertaken 10,000 times
Average annual loss (excluding mitigation / insurance) estimated for each asset

Assess transition
climate risks

Potential impacts of lower carbon transition, broken down by sector and geography
Focus on UK and EU regulations and market trends with highest impact
Opportunities as well as risks identified

Undertake project
level ‘deep dives’

16 Deep dives equivalent to over 45% of portfolio value selected by InfraRed based on:
— Climate hazard index score
— Potential financial impact, weighted by concession length and HICL ownership

© O 0 O ©

Key outputs Next steps

Flow down of climate risk information to project
company management teams

Overall level of exposure to physical risks based on
current and future conditions (by project value),

ming no mitigation :
assuming no mitigatio Update of operational procedures and processes

at project level if required

Potential financial exposure from flooding /
wind storm (project-level costs, 100% level)
assuming no mitigation

Focused engagement with clients

Transition risks and opportunities by sector FEpoilig ealiivlnloh RESCommiEs

" Excluding the Company’s investments in the Defence Sixth Form College and A13 senior bonds
2 Coastal flood, river flood, heat stress, drought stress, tropical cyclone, winter storm, hailstorm, lightning, tornado, wildfire, flash flood
8 Coastal flood, river flood, heat stress, drought stress, tropical cyclone (4°C scenario only)

10 HICL SUSTAINABILITY REPORT 2021
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Findings and outputs

Key findings from the climate impact assessment, based on the
scenarios run, are:

A HICLl’s main exposures based on current climate conditions are
to winter storm, river flood and coastal flood, which is expected
based on the weighting of the portfolio towards Northern
Europe. Geographical location is also an inherent mitigant
against other physical risks such as drought and heat stress

A Although some assets have very high exposure to flooding,
significant physical mitigation already exists in the form
of flood defences, particularly in low-lying countries such
as the Netherlands

A Only eight projects have a current physical impact index
rated ‘medium’ or higher. This increases to 19 projects
under a 4°C scenario

Portfolio exposure to physical risks based on
current climate conditions

Flash flood
Wildfire
| | |

L
Tornado -

Lightning
Hailstorm
Winter storm -
Tropical storm
Drought stress # ‘
Heat stress || ‘
River flood # - ‘
Coastal flood _ :
0% 20% 40% 60% 80% 100%
W Very high M High Medium M Low Very low None

=
L N
-
a oF de Of portfolio companies to de
or higher, based e and oppo e
proje egisters and d e
at board meetings b a 0

A Potential annual loss across the portfolio from wind storms
and flooding is not expected to be material, with mitigation
measures further reducing any impact in ‘severe’ years

A Under a 4°C scenario, a small number of projects may be
more exposed to certain physical risks. Under a 1.5°C
scenario, exposure to physical risks does not increase
significantly but projects are potentially exposed to transition
risks; in some cases there are potential opportunities linked
to this scenario

A FEffective mitigation measures are already in place in a number
of cases

At a fund level, the results demonstrate the overall financial
resilience of the portfolio, enable better reporting and Board-level
feedback on risk and instruct future acquisition screening and
strategic portfolio construction.

Example of transition risks and opportunities for
a toll road project

Risks
Behavioural change (either uptake in mass
transit use or overall reduction in journeys),

increased car sharing

Opportunities

Related investment such as rapid charging,
reduced congestion through autonomous

driving technology

HICL SUSTAINABILITY REPORT 2021
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Case Study: Climate change impact assessment

Next steps

The results of the assessment will be used by InfraRed’s Asset
Management team and the project company management
teams to develop and inform risk mitigation strategies over
time, increase climate resilience and develop potential

transition opportunities.

The graphic below shows how the findings of the WTW project
reports (or for certain projects, the results of ‘deep dives’) will be
used by the project teams, supported by InfraRed. Going forward,
questions will be added to the annual ESG survey to monitor
implementation, and the InfraRed Knowledge Centre will act

as a tool to share climate change best practice.

WTW project report

Potential hazards

b

Such as High storm exposure

Damage to Increased number Damages to the
equipment in toll of traffic accidents road signalisation
plazas on road 2
0
1]
Health & Safety v v v 3
=
2
Business a
5 interruption v v ‘g
g a
£ Regulation v 3
o 3
3 p =
c amage on )
% | physical asset v v ]
om c
o
Other =
Existing mitigation v v v
Financial
exposure $$9$ 5 Project team
or impact &5 +
§ > ‘ relevant
Probability 23 stakeholders
< £ workshop
Acceptable risks Tolerable risks M Unacceptable risks
CataStrophiC - - - S
(@)
i)
[o]
%] Risk 1 post =
'g Hezardovs e mitigation m - 3 g
5 5 3
o = o5
(7] q o C
e Major [o )]
S 3 25
§ 2 g2
= = q », Risk 1 post €
'IE Ll v mitigation _":’ -
3 8"
o Negligible Qo
)
Extremely Improbable Remote Occasional Frequent o
improbable
Probability

Indicative process chart; contents do not relate to any specific investment
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Task Force on Climate-related Financial Disclosure

The recommendations of the Task Force on Climate-related Financial Disclosures (“TCFD”), of which both HICL and InfraRed are
supporters, is the established framework for consistent, comparable and clear reporting on a company’s approach to climate change
and assessing its potential impact on the company.

HICL began voluntarily reporting against a subset of the 11 TCFD disclosure recommendations in its 2020 Annual Report and Financial
Statements. Having undertaken a portfolio-wide climate change impact assessment over the course of the year ended 31 March 2021,
the Group is now in a position to report against all 11 of the recommended TCFD disclosures, again on a voluntary basis.

The tables below set out our disclosure against the 11 TCFD recommendations, with references to relevant information elsewhere in
this report.

ﬁ%ﬂl Governance

Recommendation Disclosure

1 Describe the Board’s The Board has overall responsibility for the oversight of HICL's sustainability risks and opportunities,
oversight of climate- of which climate change is an important subset. The Board and the Investment Manager meet on
related risks and a quarterly basis, during which they review the risks facing the Company, including risks related to
opportunities climate change.

Some of the Board’s committees also have key roles:

A The Risk Committee oversees and challenges InfraRed’s risk management processes and
analysis, and has a specific remit to examine ‘horizon’ risks such as the long-term
consequences of climate change

A The Management Engagement Committee considers how HICL service providers adhere
to HICL’s Sustainability Policy

A The Audit Committee reviews the Company’s approach to disclosures, including those
relating to climate change

2 Describe management’s The application of HICL’s Sustainability Policy to making new investments and the management of
role in assessing and HICL’s portfolio is undertaken by InfraRed, as Investment Manager and Operator. This includes the
managing climate- day-to-day monitoring, evaluation and management of risks, including those linked to climate
related risks and change. The Investment Manager’s risk framework explicitly considers climate-related risks across
opportunities its Portfolio Performance, Political and Operational — Execution risk classes.

In September 2020, InfraRed commissioned a detailed climate change impact assessment to
identify and assess climate-related risks and opportunities in the current portfolio. The Investment
Manager will use the results of this exercise to transform the management and reporting of
climate-related risks at portfolio company level.

InfraRed is also responsible for incorporating climate-related risks and opportunities into the
investment process, which applies for all potential acquisitions as set out in more detail on page 22.

HICL SUSTAINABILITY REPORT 2021 13



4 i
Sustainability disclostres (continugd)

? Strat
i rategy

Recommendation

3

Describe the climate-
related risks and
opportunities the
organisation has
identified over the short,
medium and long term

¥

Disclosure

Through the detailed climate change impact assessment, the Investment Manager has identified
that in the short term, based on current climate conditions, a subset of assets in which HICL
has invested are exposed to acute and chronic physical risks arising from different extreme
weather events, although the overall exposure is limited and mitigations can be put in place.
The Company may also be exposed to transition risks if there are rapid, unexpected changes

to government policy.

In the medium to long term, based on a 4°C scenario, there is slightly increased exposure to
physical risks. Under a 1.5°C scenarios the impact of transition risks could be greater, but many
assets have inherent protection as they provide vital services and have low direct emissions.
Conversely, there is likely to be greater scope to take advantage of opportunities arising from
the energy transition, such as asset repurposing and additional investment.

Further details are provided in the case study on pages 10-12

Describe the impact of
climate-related risks and
opportunities on the
organisation’s
businesses, strategy
and financial planning

The primary impact of climate change for HICL is likely to be borne by its portfolio companies:
increased operating costs or reduced revenues as a result of physical risks materialising, particularly
from flooding and winter storms. In many cases physical mitigation measures already exist and
there is a degree of contractual protection from increased costs to implement further mitigation
measures. Such risks are likely to be exacerbated under a 4°C scenario, whereas under a 1.5°C
scenario assets are more likely to be impacted by transition risks.

The results of the climate impact assessment feed into the Company’s strategy in a number of
ways. InfraRed has developed Climate Risk Mitigation Guidance and the IRCP Knowledge Centre
to improve resilience at the asset level. As set out in more detail on page 11, the risks and
opportunities from climate change (including under a 1.5°C scenario) also inform future acquisition
screening and strategic portfolio construction.

From a financial planning perspective, the climate impact assessment will enable a review of future
insurance costs. Furthermore, in May 2021, HICLs revolving credit facility was renegotiated to
incorporate ESG targets, converting the facility to a Sustainability Linked Loan (“SLL”"). The
innovative SLL structure links the margin applied on the facility to performance against five ESG
targets, demonstrating HICL's commitment to its wider sustainability strategy by embedding it within
the financing structure of the Company.

Describe the resilience
of the organisation’s
strategy, taking into
consideration different
future climate scenarios,
including a 2°C or

lower scenario

The portfolio-level findings of the climate change impact assessment demonstrate that the
Company’s strategy is highly resilient to both physical and transition risks associated with
climate change.

Under a ‘current’ climate scenario, only 8 assets have an unmitigated physical impact index above
3.0 (medium) This rises to 19 assets under a 4°C scenario, demonstrating the resilience of the
portfolio even in the event of extreme climate change. Under a 1.5°C scenario, the Company is
more exposed to transition risks, but these are mitigated through the essential nature of HICL's
investments, and the contractual risk allocation that exists through PPP contracts and concession
agreements. A transition to a lower carbon economy also presents a number of opportunities.

Further details are provided in the case study on pages 10-12
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A Risk

Recommendation

6

Describe the
organisation’s processes
for identifying and
assessing climate-
related risks

Disclosure

For new acquisitions, climate-related risks are considered throughout the investment process by the
Investment Manager. At the deal screening phase, the identification of climate-related risks (physical
or transition) and the potential impact (positive or negative) are mandatory requirements.

Further details are provided on page 22

For existing projects, risks have been identified and assessed through the climate change
impact assessment.

Further details are provided in the case study on pages 10-12

Describe the
organisation’s
processes for managing
climate-related risks

Following the completion of the climate change impact assessment, InfraRed’s asset management
team has begun to engage with the management teams of each asset. Using the results from the
climate change impact assessment ‘one page’ reports or ‘deep dives’, each project will
systematically develop a risk mapping, risk prioritisation matrix and then begin to implement
mitigation and resilience strategies as appropriate.

Each quarter, the Investment Manager will receive regular updates on progress through its Quarterly
Review Meetings on the assets across HICL's portfolio, which give the HICL Investment Committee
the opportunity to provide scrutiny and feedback.

The key points arising from the Quarterly Review Meetings are in turn communicated to the HICL
Risk Committee through the Investment Manager’s regular reporting. This enables direct oversight
and challenge at Board level.

Further details are provided in the case study on pages 10-12

Describe how processes
for identifying, assessing
and managing climate-
related risks are
integrated into the
organisation’s overall
risk management

Sustainability considerations are incorporated into the Investment Manager’s risk management
framework, which is used as the basis of risk reporting to the HICL Risk Committee. In particular,
sustainability features as a material risk in the following risk classes:

A Political risk: in particular, policies associated with the transition to net zero carbon emissions
A Operational risk — execution: through transaction due diligence and investment decisions

A Portfolio performance risk: sustainability risks can affect operational performance, including
transitional and physical risks associated with adverse climate change

Climate change risk is an explicit building block of portfolio performance risk. Individual project
companies will submit regular progress reports to InfraRed on the mitigation measures they are
taking in response to the climate change impact assessment. In turn, this will enable the HICL Risk
Committee to consider the overall impact and opportunities of climate change at fund level.

Further details are provided in the 2021 Annual Report Section 3.5 -
Risk & Risk Management
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Metrics

Recommendation

9

Disclose the metrics
used by the organisation
to assess climate-
related risks and
opportunities

Disclosure

As noted below, HICL has disclosed its Scope 1, 2 and 3 greenhouse gas emissions since 2020,
which can be found on page 17 of this report. However, given the clear relationship between the
level of greenhouse gas emissions and the future climate risk faced by the Group, the Board has
elected to disclose an additional metric relating to the number of portfolio companies that
consistently report their Scope 1 and Scope 2 greenhouse gas emissions (see page 9). Over the
course of the coming year, the Investment Manager will work to standardise this reporting across
the portfolio, such that HICL can disclose additional metrics relating to the overall level of Scope 1
and Scope 2 emissions from the portfolio.

As a result of the climate change impact assessment undertaken in the period, the Company is also
able to report additional metrics relating to the portfolio’s exposure to physical climate risks. These
are set out on page 9, which also includes a chart detailing the level of exposure to 11 climate
hazards, based on current climate conditions and the number of assets exposed.

10

Disclose Scope 1,
Scope 2, and if
appropriate, Scope 3
greenhouse gas
emissions, and the
related risks

Due to the nature of its business, HICL has no Scope 1 or Scope 2 greenhouse gas emissions.

The Company has disclosed its Scope 3 greenhouse gas emissions since 2020, and voluntarily
includes energy use where individual investments have operational control but where HICL does
not have operational control within its Scope 3 data, as set out in the following section.

11

Describe the targets
used by the organisation
to manage climate-
related risks and
opportunities and
performance

against targets

One of the key ways in which climate-related risks can be reduced in the long term is through a
global reduction in greenhouse gas emissions. HICL has therefore set a clear target, as shown
on page 9, that 100% of portfolio companies routinely collect and report Scope 1 and Scope 2
emissions data by 31 March 2022. At this point, the Company plans to set additional targets
relating to a reduction in greenhouse gas emissions across the portfolio.

Over the coming year, the Investment Manager will work with HICLs portfolio companies to build
on the findings of the climate change impact assessment at the asset level. Given the importance
of this study as a risk management tool, HICL has set clear targets relating to its implementation;
these are set out on page 9.

16
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Streamlined Energy and Carbon Reporting (“SECR”)

HICL adopts the operational control boundary approach for the
measurement of energy emissions, as the Directors believe this
reflects the level of emissions that can be actively controlled and
reduced, given the Company’s role as an infrastructure owner
rather than service provider. There are no subsidiaries where HICL
has operational control and, as a result, HICL is classed as a low
energy user.

As part of its commitment to improving carbon reporting, HICL
voluntarily includes UK and global energy use where individual
investments have operational control, but where HICL does not
have operational control itself (Affinity Water, HS1, Belfast College'
and Northwest Parkway) within its Scope 3 emissions data.

An average UK household uses 14.1 tCO,e (year ended
31 December 2019: 14.1 tCO,e / year)*.

HICL's Scope 3 carbon emissions have decreased by 19% year
on year, primarily driven by lower utilisation of the assets due to
the Covid-19 pandemic. Carbon emissions per user has remained
consistent compared with the prior period, primarily as a result of
lower passenger volumes on HS1 infrastructure.

Other greenhouse gas (“GHG”) emissions

As a result of the above energy use (i.e. electricity and use of
transportation fuels), HICL was also responsible for the following
emissions: methane 61 tCH4e (year ended 31 December 2019:
58 tCH4e), nitrous oxide 125 tN,Oe (year ended 31 December
2019: 152 tN,Oe). No hydrofluorocarbons, perfluorocarbons or
sulphur hexafluoride emissions were made.

Methodology

Emissions have been calculated in accordance with the GHG
Protocol Corporate Accounting and Reporting Standard. UK
Government Conversion Factors have been utilised for UK
investments and Environmental Protection Agency Conversion
Factors to calculate emissions for global (excluding UK) investments.

Energy use has primarily been collected from meter data and
invoices from suppliers. In some instances, office energy use
has been estimated with reference to the pro rata number of

31 December 2020
UK and offshore

Disclosure

employees using the office space or benchmarked where data is
not directly available. Transport emissions have been based on
mileage records or estimated based on distance and type of
transport used.

Emissions have been measured over the period 1 January to 31
December. This is not coterminous with HICL’s year end as not all
data from underlying projects is available before the reporting date.

Sustainable Finance Disclosures Regulations

Acting sustainably is fundamental for the successful delivery of
HICL’s investment proposition and the Company currently intends
to embrace the new requirements of the EU Sustainable Finance
Disclosures Regulations (“SFDR”) regime. The Board notes that
as a UK-listed, UK-domiciled investment trust, HICL is not legally
required to meet these requirements, so all disclosure will be on
an entirely voluntary basis.

Over the course of the coming year, the Investment Manager will
work closely with HICL’s portfolio company management teams
to improve data collection and processes at asset level. In turn,
this will enable closer alignment with the full Level 2 provisions
of the SFDR, which are currently anticipated to require detailed
reporting in May 2023.

The Company is currently actively complying with the relevant
provisions of the Level 1 requirements of the SFDR, and in its
capacity as Alternative Investment Fund Manager to HICL,
InfraRed has updated its remuneration policy in line with the
relevant SFDR Level 1 requirements. HICL and InfraRed will also
seek to publish information regarding compliance with the SFDR
in the upcoming Article 23 Alternative Investment Fund Managers
Directive (“AIFMD”) disclosure to investors document.

Additional information and documentation related to SFDR can
be found on our website®.

The metrics and targets set out on page 9 of this report are an
important first step towards closer alignment with the Level 2
requirements of the SFDR, and the Company will continue to
enhance the environmental, social and governance data it collects
over the coming year.

31 December 2019

Global (excluding

Global (excluding

Emissions from investments with control over emissions, for
which the Company does not control (Scope 3) / tCOe?

Emissions from office use and business travel which the

Company does not own or control (Scope 3) /tCO,e* 651000

Total gross Scope 3 emissions / tCO,e

Intensity ratio: tCO,e (gross Scope 1, 2 & 3) per user

20,566 tCO,e

20,6311COe
0.001tCO,e / user

UK and offshore) UK and offshore UK and offshore)
202 1CO,e 25,416 1CO,e 186 1CO,e
21C0e 1181CO,e 9tCOe

204 tCOe 25,534 t1COe 195tCOe

0.000 tCO,e / user 0.001 tCO,e / user 0.000 tCO,e / user

" HICL owns 75% of Belfast College, but does not have operational control over the asset. This is the only asset in the portfolio that is determined to have operational
control and where HICL holds more than 50%. Emissions relating to this asset comprised 14 tCO,e (year ended 31 December 2019: 25 tCO,e). All other assets in
the portfolio that HICL holds greater than a 50% ownership in are not determined to have control over their emissions

2 Scope 3 investment emissions relate to the operation of assets at the following projects; Affinity Water, Belfast College, HS1 and Northwest Parkway

3 Scope 3 emissions relate to emissions associated with office use and travel of the employees of the Investment Manager, the Board of Directors and the Company Secretary

4 Source: carbonindependent.org
5 https://www.hicl.com/sustainability/
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Environmental

For HICL, it is vital that the positive
social contribution of the Group’s assets
does not come at the expense of the
natural environment.

The Investment Manager, project management teams and project
subcontractors are focused on reducing negative environmental
impacts and wherever possible, implementing measures which
act as a catalyst for positive change, either directly at the asset
and / or for the wider community in which that asset is located.

The Company acknowledges the real threat posed by climate
change; further details on the potential impacts, risks and
mitigants are provided on pages 10-12. Although HICL does not
have operational control over any of its subsidiaries, the Company
will take steps through the Investment Manager to influence those
that do to act against and mitigate climate change, primarily
through reducing energy consumption, water usage and waste,
and increasing the use of renewable energy sources.

HICL
Key highlights and progress relating to the Company and its
subsidiaries include:

A Continued implementation of energy saving and waste
reduction plans by project companies, which now forms part
of HICL's metrics and targets (see page 9), and an enhanced
focus on biodiversity (see opposite). The companies voluntarily
included in HICL's Scope 3 SECR disclosure delivered
initiatives which are forecast to save over 16,000 tonnes of
CO, emissions over the life of the concessions

A Continued uptake in renewable energy use by project
companies, which now forms part of HICL's metrics and
targets (see page 9). The companies voluntarily included in
HICL's Scope 3 SECR disclosure used over 23,000MWh of
renewable energy in the year ended 31 December 2020,
compared with 98kWh in the year ended 31 December 2019

A The completion of HICL's investment in the Walney OFTO.
Alongside the three other OFTOs in HICLs portfolio, this
acquisition contributes to the UK’s transition to a lower carbon
economy by connecting a combined 1.8GW of offshore wind
generation to the UK mainland, with energy capacity to power
1.7 million homes

A To minimise the environmental impact of HICL's corporate
affairs, all reporting to the Board and its various committees
is now paperless. In addition, the Investment Manager has
offset all emissions associated with Directors’ travel with an
accredited scheme and will continue to do so going forward

InfraRed
Key highlights and progress relating to the Investment
Manager include:

A Since 1 January 2019, InfraRed has been a certified
CarbonNeutral® company and will remain carbon neutral
going forward, through the reduction and offsetting of future
carbon emissions

A Shortly after the initial onset of the Covid-19 pandemic,
InfraRed enabled all employees to work remotely through the
implementation of new software. Going forward, InfraRed will
be adopting a flexible approach to working, which will lead to
a sustained reduction in the environmental impact from
commuting and business travel

A In May 2020, InfraRed moved into new premises at One
Bartholomew in London. The building received a BREEAM
‘Excellent’ rating, and the internal fit-out of InfraRed’s floor
was awarded a Gold SKA rating
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Case Study:

High Speed 1

“Aiming to be the first UK
railway to be powered entirely
throughrenewable energy”

HS1 is the UK’s only high-speed rail line, running
109km from St Pancras International to the
Channel Tunnel that connects the UK with France.

HS1 operates, manages and maintains the track and four stations along the
route, including St Pancras, under a 30-year concession with the Department
for Transport (DfT).

HS1 announced its Sustainability Strategy in October 2020, which was
developed in close collaboration with InfraRed and launched by the Secretary
of State for Transport. The Strategy clearly articulates the key environmental
targets that the company has embraced to achieve its ambitious objective

of being the most sustainable option for transport between the UK and
mainland Europe, with a particular focus on reducing carbon emissions

by guaranteeing that all energy used originates from renewable sources.

By 2030, the company expects to be fully carbon neutral, and hopes to
deliver a Biodiversity Net Gain by leaving its immediate natural environment
in a better condition than it was prior to the construction of the infrastructure.

Case Study:

Affinity Water

“Protecting and restoring
natural environments”

Affinity Water is the UK’s largest water-only
company.

Serving three geographically separate regions in the South East of England,
Affinity Water generates income from supplying water to both residential
and, via intermediaries, commercial consumers within a 4,515km? supply
area. In doing so, Affinity Water maintains 95 water treatment works and
over 100 reservoirs.

Qver the year, the company has developed and implemented a number of
initiatives which have made a significant positive contribution towards the
natural environment:

A \oluntarily turning off a major groundwater abstraction site in the Chilterns
Area of Outstanding National Beauty which was highly praised by Ofwat,
local stakeholders and the Environment Agency

A The planting and restoration of seagrass in Essex and Suffolk to enhance
the stability of the coastal zone, lock carbon into the seabed at a rapid
rate, improve water quality and create a habitat for hundreds of thousands
of small animals Winner - Innovation in Water Challenge

A Using technology to develop optimised strategies for real-time top-up
control for drinking water and rainwater storage tanks. By linking these
smaller, decentralised storage assets with the company’s centralised
control systems and reservoirs, Affinity Water hope to build greater water
supply resilience to benefit customers and the environment Winner -
Innovation in Water Challenge

A The launch of the company’s ‘Save our Streams’ initiative, targeted
at increasing customer awareness and driving a reduction in water
consumption. In turn, this will allow Affinity Water to continue to reduce
extraction from chalk streams in environmentally sensitive areas
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6
Social

As a trusted steward of essential infrastructure

assets, HICL sits at the heart of communities
and plays a key role in modern society.

The Company'’s diverse range of projects have a real and clear
impact on the daily lives of their end users, by:

A Providing essential services, such as water or access
to healthcare

A Facilitating inter-regional connectivity

A Performing important social purposes, through the provision
of care and social housing

A Enabling education and generational change

The statistics opposite demonstrate the reach of the portfolio and
highlight the importance of the Investment Manager’s sustainable,
long-term approach to asset management.

HICL
Key highlights and progress relating to the Company and its
subsidiaries include:

A The inclusion of new metrics and targets relating to Heath &
Safety (see page 9). Health & Safety for all stakeholders, including
creating safe environments, is of paramount importance in the
operation of portfolio companies. Over the year, external Heath &
Safety reviews were carried out to ensure appropriate procedures
and policies are in place and being adhered to

A The Company maintained its focus on diversity and expertise
at Board level. HICL meets the expectations of both the
Hampton-Alexander Review and the Parker Review. As at
31 March 2021, 37% of the Directors were women, and one
Director (12%) was from an ethnic minority. At a project level,
board gender diversity is now actively monitored through a
new metric (see page 9)

A A number of portfolio companies put in place or enhanced
their existing community engagement programmes during the
year. Some notable examples where HICL subsidiaries have
made a social contribution include:

— Derby Schools, where the project company and Facilities
Management company donated Christmas presents to
vulnerable children

— High Speed 1, where leftover food from retail units at
St Pancras international was transported to Kent and
distributed to lorry drivers stuck in the UK prior to Christmas

— Royal Canadian Mounted Police being awarded the Best
Operational Social Infrastructure Project in the Americas in
the P3 Awards 2020 in recognition of the outstanding
performance of the asset and the excellent relationship
amongst all stakeholders

" Annual estimate based on pre-Covid usage

Over 20 million people around the world with access to HICL's

infrastructure, including over:
served by HICL's

with access to healthcare
courts, fire stations

facilities, including
three major regional and police stations

trauma centres

3.0m

people provided with
clean drinking water

4.5m

unique users of HICL’s
transport assets'

InfraRed

During the year, the Investment Manager established the InfraRed
Charitable Foundation, which has obtained Charitable
Incorporated Organisation status from the Charities Commission.
The day-to-day operations of the Foundation will be managed by
InfraRed’s Community Engagement Committee, which has
already undertaken a number of initiatives including:

A The donation of furniture worth approximately £100,000 to
a variety of organisations, the majority of which are HICL
portfolio companies. This has been well received by both
clients and end users, and particularly so where this has
allowed them to divert additional funding towards their
response to Covid-19

A The launch of the Lifecycle bike refurbishment initiative for
key workers, in collaboration with InfraRed’s business
partners, HCP, Bouygues Energies & Service as well as the
Department for Work and Pensions and HM Prison Service.
The project involves the collection of unwanted bikes from
the wider community, which are then renovated in prison
bike workshops and gifted to key workers and other
individuals in need

During the height of the Covid-19 pandemic, over 175 members
of InfraRed staff and business partners collectively walked or ran
16,983km (equivalent to the distance between London and
Sydney) in order to raise money for charitable causes. Thanks to
the generosity of sponsors, over £150,000 was raised for charities
across all of InfraRed’s office locations that provide vital support
to those affected by the pandemic.
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Case Study:
AB3 Motorway
(France)

~“Actively promoting good
heath and wellbeing”

i

The AB3 motorway project in South West France
forms part of the backbone of the wider European
road network, as it provides a critical link between
France and the lberian Peninsula.

Over the past year, the portfolio company has worked together with
subcontractors and stakeholders to deliver a number of industry-leading
initiatives focused on heath and wellbeing. These include:

A A virtual reality training programme to teach and certify road safety
patrollers, which significantly improved staff wellbeing and safety without
compromising the experience of the road users Winner: Private Sector
Innovation award - International Bridge, Tunnel and Turnpike
Association

A The provision of medical care to bus and lorry drivers at roadside service
stations, working with Save Assistance and DocStop (an association
founded to improve medical care for all bus and truck drivers on trans-
European routes)

A A communication campaign entitled #He Works #I Care which promotes
the safety and awareness of highway patrol officers by forming links with
road users, most notably lorry drivers Winner: Lauréat des Trophées de
la Com Sud-Ouest 2020

Case Study:
Responding to
Covid-19

“Supporting HICL's stakeholders
throughoutithe pandemic”

" https://www.ircp.com/regulatory

Over the past year, the Covid-19 pandemic has
had a profound impact on society.

The Company’s investments in hospitals, emergency services buildings and
schools have been at the very centre of the public sector’s response to
Covid-19, and both the Board and Investment Manager pay tribute to the
efforts and sacrifices made by thousands of staff across HICL’s clients,
portfolio companies and subcontractors.

At the start of the pandemic, the Investment Manager set out its priorities for
responding to the crisis in a dedicated Covid-19 Code of Conduct (the
“Code”)". This was developed based on InfraRed’s corporate values, as well as
experience and lessons learnt from managing the impact to HICL's portfolio
from Carillion’s liquidation in 2018. The Code also aligns with the Infrastructure
and Projects Authority’s Covid-19 guidance in relation to PPP projects.

Clients

Communities

Northwest Parkway toll road (USA)
made a $100,000 donation to local
communities struggling with the
impact of Covid-19

Delivery partners

Mental health support provided to
subcontracted staff at Ealing Care
Homes; prompt payments made
to business partners

Examples of support to NHS staff
across HICLs project companies
include free meals, vouchers and
exercise equipment

End users

InfraRed donated 69 laptops to
three schools in the portfolio to
enable remote learning for less
privileged children
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Governance

O

For HICL to act in a sustainable manner,

it is critical that each of its portfolio
companies (and the Company itself) takes
responsibility for the environmental, social
and governance impacts they have and
the associated risks and opportunities.

HICLs robust and ambitious corporate governance framework
helps to ensure this is delivered.

HICL

As a custodian of essential infrastructure, the Company has a
holistic and proactive approach to stakeholder engagement, and
intends to work with all relevant parties on matters that extend
beyond HICL's period of ownership.

HICL's own approach to the stewardship of its investments,
enshrined in HICL's business model, is built on a system of
rigorous checks and balances. In accordance with the AIC Code

of Corporate Governance (the “AlC Code”), the work and conduct

of HICL's Board is regularly reviewed and evaluated. Further
details on HICL’s approach are provided in Section 4.4 —
Corporate Governance Statement (of the Annual Report 2021).

End of Investment Life

A Sustainability performance
assessed and reported to the
Investment Committee

A Responsible and collaborative

approach to asset handback st

Investment Life

Negative
Screening

The Board has overall responsibility for HICL's Sustainability
Policy' and its application. This stems from its Terms of Reference
where “sustainability, including the potential impact of climate
change” is set out as a key strategic and financial consideration.
HICL's Sustainability Policy is subject to ongoing development,
including a formal annual review.

InfraRed

InfraRed’s robust governance framework supports the day-to-day
operations of HICL’s investments, and is underpinned by an active
approach to asset management.

The application of HICL's Sustainability Policy is undertaken

by InfraRed. Furthermore, sustainability is integrated into each
stage of the Investment Manager’s investment process; from
negative screening against the firm and fund exclusion lists,
deal screening, due diligence, the investment approval, ongoing
management and reporting throughout the ownership period
until an investment reaches the end of its economic life

and is decommissioned or when we exit the investment,

as demonstrated in the graphic below.

Negative Screening
A Checks made against
InfraRed’s exclusion lists

Deal
Screening Deal Screening

A Public data searches

Management & Reporting
A Active management through
portfolio company board

representation

A Implementation of
sustainability action plan

A Monitor and update
risk register

A Development, with
stakeholder input, and
implementation of social
and environmental initiatives

Management &
Reporting

Sharing best
practice and
continuous
improvement

Due
Diligence

Investment
Approval

Investment Approval
A Sustainability due diligence findings reported to,

to identify sustainability
breaches / incidents

A |nitial identification of
sustainability risks and
opportunities

Due Diligence

A Due diligence
completed to identify
sustainability key risks
and opportunities

A Sustainability action

A Reporting of sustainability KPIs
and incidents to stakeholders

InfraRed delivers HICL’s Sustainability Policy by adherence to
InfraRed’s sustainability policy. Contributions to sustainability are
embedded into staff performance objectives and are taken into

and examined by, the Investment Committee
A Approval of sustainability action plan

plan to implement
post-investment

account in annual performance assessment and
compensation reviews, including for the members
of the HICL Investment Committee.

" https://www.hicl.com/wp-content/uploads/2020/11/Sustainability-Policy-May-2020.pdf
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Case Study:
ESG survey

“Ensuring robust governance
at the asset level”

Case Study:
Allenby &

Connaught MoD

“Developing communities
through active stakeholder
.engagement” -~

In order to ensure that HICL’s partners adhere
to the highest standards of corporate conduct,
InfraRed conducts an annual ESG survey.

First launched in 2014, it seeks to ensure that all of the Group’s portfolio
companies and subcontractors have appropriate sustainability policies in
place and that these are followed in the delivery of the services to clients and
end users. InfraRed’s Asset Management team has worked diligently with
project company management teams over the last six years to ensure the
necessary policies were implemented and remained current, and has also
increased the rigour and scope of the assessment each year whilst ensuring
very high standards of compliance. The survey was expanded in 2020 to
capture business continuity and contingency planning.

The survey is a key governance tool; the data collected forms the basis of
HICLs sustainability KQI and a number of the metrics and targets on page 9.
Project companies are required to provide a copy of each policy, which

is then verified by an independent third-party consultant, to ensure that the
policy is sufficient and has been updated within the last 18 months.

Percentage of portfolio companies with the following policies in place

— 1 — M Health & Safety
W Anti-Bribery
Conflicts of Interest
Tax
M ESG
40%
B Cyber-Security

Recruitment Diversity
20%

Whistleblowing

The Allenby & Connaught MoD project is a 35-year
PPP which provides high-quality facilities and
accommodation for over 20,000 soldiers (just
under 20% of the entire British Army).

The past year saw a key milestone of the Army Basing Programme, a
four-year project designed to cater for British troops withdrawing from
Germany and other units rebasing in the UK by totally transforming a number
of existing bases, including Tidworth, Larkhill and Bulford on Salisbury Plain.
By working closely with all stakeholders, including local organisations,
councils, military personnel and construction contractors, the project
company was able to deliver a total facilities package for the benefit of the
whole community. Key highlights include:

A 14 road improvement schemes

A A new medical centre, day care centre and primary school catering
for military and civilians

A Over 4,000 new single living spaces with en-suite facilities

“Second to none across defence”
Lt Col Pete Gentles, Deputy Garrison Commander Larkhill

“The beating heart of Wiltshire”

Guy Benson, Wiltshire Council’s Military Civil Integration lead
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Looking Forward

Edward Hunt
Director, Infrastructure, InfraRed

Since HICL’s inception, sustainability has been central to its
business model, not only through the assets we invest in, but
also the way in which the Company operates.

It is this commitment to investing responsibly that has enabled us
to successfully manage HICL’s assets and provide shareholders
with long-term sustainable income. Continually progressing our
approach to sustainability is the key to maintaining these benefits.

Across the entire portfolio, HICL's assets sit at the heart of their
communities and environments. To achieve a positive impact
within this context, the Board and InfraRed take responsibility
for implementing HICL’s sustainability policy. Through this

lens, InfraRed has developed and delivered resilient, reliable
infrastructure that supports the well-being of society. This
process is underpinned by our strong and collaborative
partnerships with clients and subcontractors.

Increasingly, there is a greater expectation for investors to use
their influence in the wider supply chain, beyond the fair treatment
those involved directly in the development and operation of
assets. In the next year, InfraRed will be refining its investment
processes, remaining cognisant of the UN Guiding Principles on
Business and Human Rights, and engaging with stakeholders to
promote positive supply chain behaviours.

" https://www.un.org/sustainabledevelopment

The coming year will bring further expansion of HICL's
sustainability disclosure and reporting, building on — and reporting
against — the dedicated sustainability KQI and suite of metrics and
targets that are set out in this report. This increased transparency
will ensure greater accountability against our targets and enable
monitoring of the potential risks and opportunities associated with
climate change. In line with best practice, the Company intends to
report against the SFDR on a voluntary basis, noting that the
industry is still settling on its interpretation of the recently

released requirements.

“InfraRed remains firm in the belief that the
delivery of long-term, resilient returns to
HICLs shareholders relies on a steadfast
commitment to responsible stewardship
and accountability.”

Our sustainability strategy continues to accelerate as we seek
to further understand the environmental and social impact

of our portfolio, particularly with respect to quantifying carbon
emissions. In the coming year, InfraRed will be setting a clear
path on how net zero carbon emissions can be achieved for
HICL’s assets using Science Based Targets, with the aim of
driving asset-level climate change mitigation for the portfolio.
This increased alignment towards the United Nations Sustainable
Development Goal (“SDG”) 13 Climate Action is in addition to
HICLs core SDG alignments of developing industry, innovation,
and infrastructure (SDG 9); and building sustainable cities and
communities (SDG 11)*.

Continually advancing our approach to investing responsibly and
fully understanding the impact HICL has, and can have, on its
wider stakeholders is crucial to delivering measurable and positive
sustainability outcomes across the portfolio. InfraRed remains firm
in the belief that the delivery of long-term, resilient returns to
HICL's shareholders relies on a steadfast commitment to
responsible stewardship and accountability.
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