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SSEPG (Operations) Limited

Strategic Report for the Year Ended 3‘1 March 2020 -

The directors present their réport for the year ended 31 March 2020.

. This Strategic Report has been prepared in accordance with the requirements of Section 414 of the Companies
Act 2006. Its purpose is to inform shareholders and help them assess how the directors have performed their
duty to promote the success of SSEPG (Operations) Limited.

The Strategic and Financial Review sets out the main trends and factors underlying the development and
performance of SSEPG (Operations) Limited (the "Company") during the year ended 31 March 2020, as well as
those matters which are likely to affect its future development and performance

Falr review of the business

Financial performance

The profit and loss account for the year ended 31 March 2020 is set out on page 10. The profit for the year after
taxation amounted to £0.5m (201Y: loss of £7.2m). The balance sheet at 31 March 2020 is set out.on page 11
and indicates net assets of £4.9m (2019: net assets of £4.3m).

Business performance overview

SSEPG (Operations) Limited is part of the SSE plc group (the ‘Group ). The Company owns and operates
45MW of gas-fired capacity at Burghfield power station located near Reading and 45MW of gas-fired capacity
at Chickerell power station located in Weymouth, Dorset.

During the ye}xr the Company disposed of its Weston Point, Chippenham and Thatcham sites.

UK Capacity Market

The UK Capacity Market scheme was suspended following legal challenge as to whether payments made to

electricity generation companies constituted state aid. Income in 2018/19 was only recognised to the extent
received prior o the standstill period. On 24 Oclober 2019 the Ewropean Comunission announced (heir approval
of the UK Capacity Market scheme. Capacity payments resumed and were paid retrospectively provided
capacity obligations had been met resulting in 20 months of payments in the financial year.

The Company has capacity contracts until September 2022,

Key performance indicators :
The company's key financial and other performance indicators during the year were as follows:

Financial N 2020 2019

. _ _ , £m £m
Turnover . 75 165
Operating profit/(loss) ' 1.0 C(5.5)
Net assets 4. 9 43

The reason for the decrease in tumover and for the operating loss to change to profit, from 2019 to 2020, was
due to the disposal of the Weston Point, Chnppenham and Thatcham sites in 2020. :

Company priorities in 2020/21 and beyond
The Company's priorities are to: :

« comply fully with all safety standards and environmental requirements;

» ensure that operating assets are available to respond to customer demand, market conditions and meet
contractual obligations; and

« operate power plants effi c1ently in order to achieve the opnmum conversion of primary fuel into electricity.
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SSEPG (Operations) Limited

Strategic Report for the Year Ended 31 March-2020 (continued)

A

Principal risks and uncertainties
The directors acknowledge that they have responsibility far the Company’s systems of internal cmm'nl and risk
management and for monitoring their effectiveness. The purposes of these systems are to manage, rather than
eliminate, the risk of failure to achieve business objectives, to provide reasonable assurarice as to the quality of
management information and to maintain proper control over income, expenditure, assets and habllmes of the
Company.

N oo
No system of control can, however, provide absolute assurance against material misstatement or loss.
Accordingly, the directors have regard to what controls, in their judgement, are appropnate to the Company’s
business and to the relative costs and benefits of unplementmg specific controls.

The main financial risks that the Company could face have been considered by the directors and the Group's
Energy Markets Risk Committee which oversees any major policy changes. These include mechanical failure at
the Company’s power stations, competition, availability of fuel, wholesale market prices of electricity, gas and
other commodities, economic regulation and govemment policies, uncertainties around ongoing
decommissioning works and other factors. To mitigate these risks, regular maintenance work is performed at the
power stations to avoid unplanned outage; competitor activity is monitored; financial derivative instruments are
utilised to minimise exposure to fluctuations in the price of key commodities; regular reviews are carried out
and expert independent. assessment undertaken, together with the engagement of specialist contractors in
relation to decommissioning activities; and the effectiveness of performance in all key areas is regularly
reviewed by management.

The Company transacts with the other companies within the Group and is a key part of the Group’s business and
strategies. The principal risks and uncertainties faced by the Group are set out in the Group’s annual report.

Approved by the Board on 19 March 2021 and signed on its behalf by

Martin Beattie (Mar 19, 2021 11:53 GMT)

M Beame
Director
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. SSEPG (Operations) Limited

Directors' Report for the Year Ended 31 March 2020

The directors present their report and the financial statements for the year ended 31 March 2020.

Principal activity

The principal activity of the company is the development, construction and operauon of small-scale power
plants. The Company operates as a merchant producer of power and sells all its electricity output to SSE EPM
Limited, a related company. .

Directors
The directors and secretary who served dunng the year are as listed on page 1. In accordance wnh the Articles
of Assomatlon of the Company. the directors are not required to retire by rotation.

Dividends .
The directors do not recommend payment of a dividend (2019 £Nil) be made in respect of the financial year
ended 31 March 2020.

Political and charitable donations
The Company did not make any political or charitable donations during the year (2019: £nil).

Going concern

The financial statements are prepared on a Going Concern basns which has been supported by the provision of a
parental letter of support from SSE plc. The Group letter of support confirms it will provide support for a period
of 12 months from the date of signing of these accounts where required. The Directors are satisfied that the
Group has the ability to provide this support, should it be required.

In assessing the financial strength of the letter of support provided, the directors considered the committed bank

facilities of £1.5bn maintained by the Group, the current commercial paper market conditions, the recent success
of the Group in refinancing maturing debt, as well as sensitivities on future cashflow projections that reflect the
impact of the coronavirus pandemic, the Group’s credit rating. The directors also considered the progress of the
Group’s disposal programme since 31 March 2020 and mitigating actions available to the Group under
downside scenarios including non-essential capex postponement and refinancing of mature debt. In considering
these factors, the directors satisfied themselves that the SSE plc group has sufficient headroom to continue as a
going concern and could provide support to the business as required.

Having reviewed the financial strength of the Group, the directors are satisfied that the Group, and the company
itself, will remain funded for the foreseeable future. The Directors have concluded it is appropriate for the
financial statements to be prepared on a going concemn basis.

Assessing the unpact of coronavirus

The Directors have considered the impact of coronavirus on the future prospects of the Company. Due to the
timing of the outbreak relative to the Company’s year end date, the impact on the results for the year ended 31
March 2020 is limited. Due to the operations of the Company, the impact of the virus on future periods is also
expected to be limited. The Directors have considered the expected impact of coronavirus in reaching their
assessment of the Company’s ability to continue as a going concern above.

Brexit
The directors are aware of the political uncertainty as the UK transitions out of the European Umon Due to the
nature of operations of the Company, the impact of Brexit is expected to be minimal.

Disclosure of information to the auditors

Each director has taken steps that they ought to have taken as a director in order to make themselves aware of
any relevant audit information and to establish that the company's auditor is aware of that information. The
directors confirm that there is no relevant information that they know of and of which they know the auditor is
unaware.
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SSEPG (Operations) Limited
Directors' Repbi't for the Year Ended 31 March 2020 (continued) :

‘ Reappointment of auditors : :
In accordance with section 485 of the Companies Act 2006, a resolution for the re-appointment of Frnst. &
Young LLP as auditors of the company is to be proposed at the forthcoming Annual General Meeting,.

Approved by the Board on 19 March 2021 and signed on its behalf by:

M Beattie } :
Director o

Page §



SSEPG (Operations) Limited
Statement of Directors' Responsibilities

The directors acknowledge their responmbllmes for prepanng the Directors' Report and the financial statements
in accordance with applicable law and regulations. .

Company law requires the directors to prepare financial statements for.each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 101 'Reduced Disclosure
Framework' CFRS 101"). Under company law the directors must not approve the financial statements unless they
are satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of
the company for that period. In preparing these financial statements, the directors are required to:

+ select suitable accounting policies and apply them consistently;
+ make judgements and accounting estimates that are reasonable and prudent;

» state whether FRS 101 has been followed, subject to any material departures dlsclosed and explained in the
financial statements; and

K - prepare the financial statements on tht_'.:going concern basis unless it is inappropriate to presume that the
company will continue in business.

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

Approved by the Board on 19 March 2021 and sign‘ed on its behalf by:

M Beattic
Director

-’
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SSEPG (Operations) Limited

Independent Auditor's Report to the Members of SSEPG (Operations) Limited

Opinion

We have andited.the financial statements of SSEPG (Operations) Limited (the 'Company') for the year ended 31

March 2020, which comprise the Profit and Loss Account, Balance Sheet, Statement of Changes in. Equity, and

Notes to the Financial Statements, 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' (Umted Kingdom Generally

Accepted Accounting Practice).

In our opinion the financial statements:

» give a true and fair view of the state of the Company s affairs as at 31 March 2020 and of its profit for the
year then ended;

» have been properly prepared in accordance with Umted Kingdom Generally Accepted Aoccuntmg Practlce
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. Our responsibilities under those standards are further described in the Auditor’s responsibilities
for the audit of the financial 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 Ethlcal Standard, and we bave fulfilled our other ethical responsibilities in accordance with
these requlrements

We believe that the audit ev:dence we have obtamed is sufficient and appropnate to prowde a basns for our
opinion.

Emphasis of matter - effects of Covid-19 :

We draw attention to the Directors’ report in the financial statements, which describes the economic und social
disruption the Company is facing as a result of the coronavirus pandemic. Our opnmon is not modified in respect
of this matter.

- Conclusions relating to gbing concern :
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

» the dxrectors use of the going concern basis of accounting in the preparation of the ﬁnancmi 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 concem basis of accounting for
a period of at least twelve months from the date when the financial statements are authorised for issue.

Other information .
The other information comprises the information included in the annual report, other than the ﬁnancxal
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 report, we do not express any form of assurance conclusion thereon.
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SSEPG (Operations) Limited

Independent Auditor's Report to the Members of SSEPG (Operatlons) Limited
(continued) .

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

We have nothing to report in this regard. !
Opinion on other matter prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

< the information given in the Strategic Report and Directors’ Report for the ﬁnancnal 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.

Matters on which we are required to report by exception
In the light of our 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 and the Directors' Report.

We have nothmg to report in respect of the following matters ‘where the Companies Act 2006 Trequires us to

report to you if, in our opinion:

« adequate accounting records have not been kept, or returns adequate for our audit have not béen recelved

- 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; or
= we have not received all the information and explanations we require for our audit.
Responsibilities of directors

As explained more fully in the Statement of Directors’ Responsibilities [set out on page 6], 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 preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Companys ability to

continue as a going concemn, disclosing, as applicable, matters related to going concem and using the going
concern basis of accounting unless the directors either intend to liquidate the Company or to cease operations, or
have no realistic altemnative but to do so.

Auditor’s responsgibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor's report.
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SSEPG (Operations) Limited

Independent Auditor's Repdrt to the Members of SSEPC (Operations) Limited
(continued) ‘ ’

Use of our report ‘ _ 4

This report 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 to 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 members as a body, for our audit work, for this report, or for the opinions we have formed.

e VR .
K/{‘k)} 'if\(l')‘v\ﬂ,‘] Wi

-~

{
Annie Graham (Senior Statutory Auditor)
For and on behalf of Emst & Young LLP, Statutory Auditor

(1 Building
" 5 George Square

Glasgow
G2 1DY

19 March 2021
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SSEPG (Operations) Limited
Proﬁt-and Loss Account for the Year Ended 31 March 2020

2020

(e,

, 2019
Note £m £m
Turnover ' ] . 7.5 16.5
Cost of sales - ’ . : (6.5) (22.0)
Operating profit/(loss) g . 3 o 1.0 (5.35)
Interest payable and similar expenses . ) : 6 (0.2) (3.4)
Profit/(loss) before tax : 0.8 (8.9)
Tax on profit/(loss) ' 8 0.3) 1.7
Profit/(loss) for the year ' 0.5 (7.2)

~ The above results were derived from continuing operations.
The company had no other comprehensive income in the current or prior financial years

The notes on pages 13 to 24 form an integral part of these financial statements.
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SSEPG (Operations) Limited

(Registration number: 02764438)
Balance Sheet as at 31 March 2020

‘ 31 March _ 31 March
! ' - ' , 2020 2019
: ) Note = . £m £m
Fixed assets . : ‘
Tangible assets - ' 9 ) 4.0 5.9
Current assets . ;
Stocks 0.2 0.2
Debtors ‘ _ e 10 7.6 - 10.2
7.8 © 104
Current liabilities
Creditors: amounts falling due within one year , 3] ) .3)
Provisions ‘ ) 12 02 -
' (1.7) (2.3)
Net current assets - 6.1 8.1
Total assets less current liabilities i ‘ 10.1 14.0
Creditors: Amounts falling due after more than one year
Amounts due to Group undertakings ) 1 4.6) 6.5
Provisions for liabilities o ‘ 12 ' (0.6) (32)
- Net assets ' . ' : 4.9 4.3
Capital and reserves I ) .
Called up share capital ' - : 13 1.2 12 -
Profit and loss account o ' o (65.3) (65.9)-
Capital Contribution : ’ 69.0 69.0
Shareholders' funds ' . - 4.9 4.3

Approved by the Board on 19 March 2021 and signed on its behalf by:

Martin Beattie {Mar 19, 2021 11:53 GMT)

........................................

Director

The notes on pages 13 to 24 form an integral part of these financial statements.
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Statement of Changes in Equity for the Year Ended 31 March 2020

At 1 April 2018
Los; for the year
Capital contribution

At 31 March 2019

At 1 April 2019
- Profit for the year

Credit in respect of employee share
awards ’

At 31 March 2020

SSEPG (Operations) Limited

<@

: Retained ' Capital ‘
Share capital earnings contribution Total
£m £m £m £m
12 " (58.7) - (57.5)
- (7.2) - (7.2)
- - 69.0 69.0
1.2 (65.9) 69.0 4.3
Retained Capital
Share capital . earnings contribution Total
£m £m £m £m
12 (65.9) 69.0 43
- 0.5 - 0.5
0.1 0.1
12 _(65.3) 69.0 49

The notes on pages 13 to 24 form an integral part of these financial statements.
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SSEPG (Operations) Limited

Notes to tbe»Fin'ancia! Statements for the Year Ended 31 March 2020

.1 General information
The company is a private company limited by share capital, incorporated and domiciled in United Kingdom.-
These financial statements were authorised for issue by the Board on 19 March 2021.

2 Accounting policies

- Summary of significant accounting policies and key aécountin‘g estimates
The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation
These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework ("FRS 101").

"In preparing these financial statements, the company has applied the recognition, measurement and disclosure:
requirements of International Financial Reporting Standards as adopted by the EU, but has made amendments,
where necessary, in order to comply with the Companies Act 2006 and has set out below where advantage of the
FRS 101 disclosure exemptions has been taken. '

Presentation currency
The presentation currency used in the financial statements is the Great British Pound (£), and the amounts have
been presented in millions (m), rounded to the nearest hundred thousand.

Summary of disclosure exemptions
In these financial statements, the company has applied the exemptions available under FRS 101 in respect of the
following disclosures: A '

- A cash flow statement and related notes required under IAS 7;

- Comparative period reconciliations for share capital, tangible fixed assets and intangible assets required by
IAS 1, IAS 16 and IAS 38 respectively; )

- The effect of new, but not yet effective, IFRSs required by IAS 8; ' e

- Disclosures in respect of the compensation of key management personnel required under IAS 24;

- Disclosures in respect of capital management; and

- Related party disclosures required by IAS 24, 3

As the consolidated financial statements of SSE plc include the equivalent disclosure, the company has also
taken advantage the exemptions , under FRS 101, available in respect of the following disclosures:

- Certain disclosures required by IAS 36, Impairment of assets, in respect of the impairment of goodwill and life
intangible assets; and

- Certain disclosures required by IFRS 13, Fair value measurement, and the disclosures required by IFRS 7
Financial instrument disclosures.

Employee share based payments have not been disclosed on the basis of materiality.

T‘ile consolidated financial statements of SSE blc, in which this entity is consolidated, are available at sse.com.
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SSEPG (Operations) Limited

Notes to the Financial Statements for the Year Ended 31 March 2020 (continued)

2 Accounting policies (continued)

Going concern

The financial statements are prepared on a Going Concern basis which has been supported by the provision of a
parental letter of support from SSE plc. The Group letter of support confinms it will provide support for a period
of 12 months from the date of signing of these accounts where required. The Directors are satisfied that the
Group has the ability to provide this support, should it be required.

In assessing the financial strength of the letter of support provided, the directors considered the committed bank
facilities of £1,5bn maintained by. the Group, the current commercial paper market conditions, the recent success
of the Group in refinancing maturing debt, as well as sensitivities on future cashflow projections that reflect the
impact of the coronavirus pandemic, the Group’s credit rating. The directors also considered the progress of the
Group’s disposal programme since 31 March 2020 and mitigating actions available to the Group under
downside scenarios including non-essential capex postponement and refinancing of mature debt. In considering
these factors, the directors satisfied themselves that the SSE plc group has sufficient headroom-to continue as a
going concemn and could provide support to the business as required.

Having reviewed the financial strength of the Group, the directors are satisfied that the Group, and the company
itself, will remain funded for the foreseeable future. The Directors have concluded it is appropriate for the
financial statements to be prepared on a going concern basis.

Changes in accounting policy
None of the other standards, interpretations and amendments effective for thé first time from 1 Aprll 2019 have

had a material effect on the financial statements. This includes IFRS 16, as the Company does not have any

lease contracts.

Revenue recognition

Electricity generation

Revenue from the physical generation of electricity is recognised “point in time” as generated and supplied to
the national settlements body. Revenue is measured at either the spot price at the time of delivery, or trade price
. where that trade is eligible for “own use” designation.

Thermal generation contracted services

Revenue from national support schemes, such as the Capacnty Market, is recognised at the pomt the
performance obligation has been met. This is typically considered to be either at the point electricity has been
physically generated or over the contractual period, depending on the underlying performance obligation.
Revenue is measured either at the market rate at the point of generation, or at the fixed contractual
consideration, depending on the individual scheme mechanic.

Revenue from other ancillary generation services is recognised “over time” consistent with the customer
receiving and consuming the henefits of those services across the expected contractual service period, and at the
contracted consideration.

Energy related services :

Where the Group has an ongoing obligation to provide contracted energy related services, revenues are
recognised “over time” consistent with the customer receiving and consuming the benefits of that service across
the expected contractual service period at the fixed contracted rate. Where the Group has an obligation to
perform a specific service, revenues are recognised “point in time”, following performance of the semce at the
fixed contracted consideration. No extended warranty periods are offered.
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SSEPG (Operations) Limited

Notes to the Financial Statem.ents for the Year Ended 31 March 2020 (continued)

2 Accounting policies (continued)
Finance income and costs policy -
Interest income and costs are recognised in the income statement as they accrue, on an effective interest method

Interest on the funding attributable to major capital projects is capitalised during the penod of construction and
depreciated as part of the total cost over the useful life of the asset.

Tax

_ The tax expense for the period compnses current and deferred tax. Tax is recognised in profit or loss, except that
. a change attributable to an item of income or expense recognised as other comprehensive income is also
recogmsed duectly in other comprehensive income.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively cnac(cd by the repurling date in tic uuuuh ies where Lie cunpany vperates and gcneaalcs taxable
income.

Deferred income tax is recognised on temporary differences arising between the tax bases of-assets and
liabilities and their carrying amounts in the financial statements and on unused tax losses or tax credits in the
company. Deferred income tax is determined using tax rates and laws that have been enacted or substantwely

enacted by the reporting date. )

The carrying amount of deferred tax assets are reviewed at each reporting date and a valuation allowance is set
up against deferred tax assets so that the net carrying amount equals the highest amount that is more likely than
not to be recovered based on current or future taxable profit.

Tangible assets )

Owned assets :

Property, plant and equipment is stated in the statement of financial position at cost, less any subsequent
accumulated deprecxanon and subsequent accumulated impairment losses. .

The cost of property, plant and eqmpmem mcludes directly attnbutable incremental costs incurred in their
acqunsmon and installation.

Depreciation
Depreciation is charged so as to write off the cost of assets, other than land and properties under construction
over their estimated useful lives, as follows:

Asset class ' - Years
Generation assets  * ) : 20 to 60
Development assets

Expenditure on development activities is capitalised as intangible assets if the pro;ect or process is considered to
be technically and commercially feasible and the company intends to complete the project or process for use or’
for sale. Development projects include thermal generation projects and other developments relating: to proven
technologies. Costs incurred in bringing these projects to the consent stage include options over land rights,
planning application costs and environmental impact studies and may be costs incurred directly or part of the
fair value exercise on acquisition of an interest in a project. At the point that the project reaches the consent
stage and is approved by the Board, the carrying value of the project is transfemred to property, plant and
equipment as assets under construction. Once in operation, depreciation will be charged over the expected useful
life of the asset. The asset is derecognised on disposal, or when no future economic benefits are expected to
arise
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SSEPG (Operations) Limited

Notes to the Financial Statements for the Year Ended 31 March 2020 (continued)

2 Accounting palicies (cantinned)

Impairment . o

The carrying amount of the company's property, plant and equipment (PP&E) are reviewed for impairment
" whenever events or changes in circumstances indicate that the carrying amount may not be recoverable, or
where there are indications that a previously recognised impairment loss has reduced. For PP&E assets that have
previously been identified as exhibiting indications of impairment, the review of impairment will be performed
annually until there is sufficient evidence to confirm that any potential impairment loss has been appropriately
recognised, or until previously recognised impairment losses have been fully written back. In addition, financial
assets measured at amortised cost are also reviewed for impairment annualty.

For assets subject to impairment testing, the asset’s carrying value is compared to the asset’s recoverable
amount.. The recoverable amount is determined to be the higher of the fair value less costs to sell (FVLCS) and
the value-in-use (VIU) of the asset. For financial assets measured at amortised cost the impairment is measured
as the difference between the asset’s carrying amount and the present value of estimated future cash flows
discounted at the financial asset’s original effective interest rate.

" If the carrying amount of the asset exceeds its recoverable amount, an impairment charge will be recognised
immediately in the income statement. Reversals of previous impairment charges are recognised if the
. "recoverable amount of the asset significantly exceeds the carrying amount. Previous impairments of goodwill
are not reversed. : '

Value in use (VIU) calculations. require the estimation of future cash flows to be derived from the respective
assets and the selection of an appropriate discount rate in order to calculate their present value. The VIU
methodology is consistent with the approach taken by management to evaluate economic value and is deemed to
be the most appropriate for reviews of PP&E assets. The methodology is based on the pre-tax cash flows arising
from the specific assets or underlying assets and discounted using a pre-tax discount rate based on the
company's cost of funding and adjusted for any specific risks. The estimation of the timing and value of
underlying projected cash flows and-the selection of appropriate: discount rates involves management
judgement. Subsequent changes to these estimates -or judgements may impact the carrying value of the assets.

The fair vahie less costs to sell methodology also uses a present value technique, unless there is a quoted price in
an active market for that asset. The methodology is based on the post-tax cash flows arising from the specific
assets or underlying assets-and discounted using a post-tax discount rate determined in the same manner as the
rates used in the VIU calculations, adjusted for the relevant taxation rate. .

Trade debtors , ‘

Trade debtors are amounts due from customers for merchandise sold or services performed in the ordinary
course of business. If collection is expected in one year or less (or in the normal operating cycle of the business
if longer), they are classified as current assets. If not, they are presented as non-current assets.

Trade debtors are recognised initially at the transaction price. They are subsequently measured at amortised cost
using the effective interest method, less provision for impairment. A provision for the impairment of trade
~ debtors is established when there is objective evidence that the company will not be able to collect all amounts
due according to the original terms of the debtors.
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SSEPG (Operations) Limited

_ Notes to the Financial Statements for the Year Ended 31 March 2020 (conﬁnued)

2 Accounting policies (continued)

Stock ,
Inventories are stated at the lower of cost and net realisable value. Cost is determined using the first-in, first-out
(FIFO) method. .

The cost of finished goods and work in progress comprises direct materials and, where applicable, direct labour
costs and those overheads that have been incurred in bringing the inventories to their present location and
condition. At each reporting date, inventories are assessed for impairment. If inventory is impaired, the carrying -
amount is reduced to its selling pnce less costs to complete and sell; the 1mpmrment loss is recognised
immediately in profit or loss.

Trade creditors
“Trade creditors are nhhgannm to pay for gonds or services that have been acquired i in the ordinary course of .
business from suppliers. Accounts payable are classified as current liabilities if payment is due within one year
or less {or in the normal operating. cycle of the business if Ionger) If not, they are presented as non- current
liabilities. .

Trade creditors are recognised initially at the transaction price and subsequently measured at amortised cost
usmg the effective interest method. .

Borrowings

. All borrowings are initially recorded at the amount of proceeds received, net of transacnon costs. Borrowings
are subsequently carried at amortised cost, with the difference between the proceeds, net of transaction costs,
and the amount due on redemption being recognised as a charge to the income statement over the penod of the
relevant borrowing,.

Interest expense is recognised on the basis of the effective interest method and is included in finance g:osts.

Borrowings are classified as current liabilities unless the company has an uncondmonal right to defer settlement
of the liability for at least 12 months after the reporting date.

Provisions : :

Provisions are recognised when the company has a present obligation (legal or, constructive) as a result of a past
event, it is probable that the group will be required to settle that obligation and a reliable estimate can be made
of the amount of the obligation.

Provisions are measured at the directors’ best estimate of the expenditure required to settle the obligation at the
reporting date and are discounted to present value where the effect is material.

" Decommissioning :

The estimated cost of decommissioning at the end of the useful lives of certain assets is reviewed periodically.
Provision is made for the net present value of the estimated cost of decommissioning power stations at the end
of the useful life. The estimates are based on technology and prices at the balance sheet date and excludes any
salvage value related to those assets. A corresponding decommissioning asset is recognised and is included
within property, plant and equipment when the provision gives access to future economic benefits. Changes in
these provisions are recognised prospectively. The unwinding of the discount on the provision is included in
finance costs and the depreciation for the asset is straight-line over the expected useful life of the asset.

Share capital
Ordinary shares are classified as equlty
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' SSEPG (Operations) Limited

Notes to the Financial Statements for the Year Ended 31 March 2020 (continued)

2 Accounting policies (continued)

Defined contribution pension obligation

A defined contribution plan is a pension plan under which fixed contributions are paid into a separate entity and
has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to
pay all employees the benefits relating to employee service in the current and prior periods. .

For defined contribution plans contributions are paid publlcly or prlvately ‘administered pension insurance plans.
on a mandatory or contractual basis. The contributions are recognised as employee benefit expense when they
are due. If contribution payments exceed the contribution due for service, the excess is recognised as an asset.

Financlal instruments

~Accounting estimates and assumptions
" The preparation of the financial statements requires management to make estimates and assumptions that affect
the reported amounts of certain financial assets, liabilities, income and expenses.

The use of estimates and assumpnons is principally limited to the determination of pmv:sxons for lmpamnent
and the decommissioning provision as explained i in more detail below:-

Provisions for impairment

In determining impairment of financial assets,. judgement is reqmred in the estimation of the amount and timing
of future cash flows as well as an assessment of whether the credit risk on the financial asset has increased
sngmﬁcantly since mmal recognition and lncorporatlon of forward-looking mformatlon in the measurement of
ECL.

Decommlssiomng provision

- Judgement is required when determining the decommxssnomng provision, in the estimation of the amount and
timing of future cash flows as well as the discount rate used. Sensmvnty analysis on the discount rate and future

costs is included in note 12. -

3 Operating'proﬁt/(loss)

Arrived at after charging/(crediting) ‘
' ' E 2020 2019

£m £m
Depreciation expense . : 1.3 : 1.2
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SSEPG (Operations) Limited

Notes to the Financial Statements for the Year Ended 31 March 2020 (éontinued) '

4 Staff costs

" The aggregate payroll costs (including directors’ remuneration) were as follows:

-Wages and salaries
Social security costs
Contributions to defined contnbuuon pension plans

2020 2019

£m ) £m
1.1 1.3
0.1 0.1
0.1 . . 0.2
13 - 1.6

The average number of persons employed by the company (including directors) during the year was as follows:

Average number of employees

5§ Directors' remuneration

2020 - 2019
No. No.

13.0 250

The total remuneration received by the directors for qualifying and non-qualifying services during the year was

£1.6m (2019: £1.0m). The above value is for 9 directors (2019: 2), who were remunerated via another Group

company in the year. A value of services to the Company for these directors cannot be determined, therefore the
- above value reﬂects the remunerations received for services to the SSE Group as'a whole.

The aggregate of remuneration and amounts receivable under long term incentive schemes of the highest paid
director was £0.6m (2019: £0.6m) including company pension contributions of £0.1m (2019: £0.1m) which
were made to a money purchase scheme on their behalf.

6 Interest payable and similar expenses

Interest payable to Group companies

. Foreign exchange gains

7 . Auditors' remunecration

The cbmpany incurred an audit fee of £11,193 -invthenyear (2019:
previous year was bomme by another group company.
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' SSEPG (Operations) Limited

Notes to the Financial Statements for the Year Ended 31 March 2020 (continued)

8 Income tax

Tax charged/(credited) in the profit and loss account

2020 ~2019
£m . £fm
. Current taxation . . ‘ '

. UK corporation tax ) - : 0.1 - (1.8)
Deferred taxation
. Arising from origination and reversal of temporary dxﬁ‘erences 0.2 0.1
Arising from changes in tax rates and laws : (0. 1)' T
Arising from prevnously unrecogmsed tax loss, tax credit or temporary
difference of prior periods - _ 0.1 -
Total deferred taxation , , 0.2 0.1
Tax expense/(receipt) in the profit and loss account . 0.3 (1.7)

The tax on profit before tax for the year is higher than the standard rate of corporation tax in the UK (2019 - the

same as the standard rate of corporation tax in the UK) of 19% (2019 - 19%).

The differences are reconciled below:

2020 2019
£m . £fm
Profit/(loss) before tax . . ' : 0.8 (8.9)
Corporation tax at standard rate of 19% (_2019: 19%) _ b 0.2 (1.7
Increase from effect of expenses not deductible in determining taxable o . .
profit (tax loss) 0.1 -
Deferred tax expense from umecogmsed temporary difference from a : . |
prior period 0.1 -
Deferred tax credit: relatmg to changes in tax rates or Jaws ) (0.1) -
Total tax charge/(credit) : o 0.3 .7
Deferred tax 4 "
Deferred tax movement during the year:
‘ At
At1 April Recognised in 31 March
2019 income - 2020
. £m £im £m
Tangible fixed assets ‘ 0.2 A 0.2
Provisions 0.3 (0.2) 0.1
Net tax assets/(liabilities) . » ‘ 0.5 (0.2) 0.3
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SSEPG (Operations) Limited

ANotgs to the’Financial Statements for the Year Ended 31 March 2020 (continued) °

8 Income tax (continued)

Deferred tax movement during the prior year:

. : . At
. . . At1 April . Recognised in 31 March
2018 . income 2019 .
. £m £€m £m
‘Tangible fixed assets : ) ) 03 ©.1n - 0.2
Provisions ' 0.3 - 0.3
Net tax assets/(liabilities) 0.6 ‘ ©.n- 0.5

A change to the main UK corporation tax rate announced in the Budget on 11 March 2020 was substantively
enacted on 17 March 2020 by a Budget resolution under the provisions of the Provisional Collection of Taxes
“Act 1968. The rate effective from 1 April 2020 now remains at 19% rather than the previously enacted reduction
to 17%. Deferred tax balances are now remeasured to 19% from the previous rate of 17%.

- The UK Budget 2021 announcements on 3 March 2021, subsequent to the balance sheet date, included measures
to support economic recovery as a result of the ongoing COVID-19 pandemic. These included an increase to the
~UK's main corporation tax rate to 25%, which is due to be effective from 1 April 2023. These changes were not
substantively enacted at the balance sheet date and hence have not been reflected in the measurement of deferred
tax balances at the period end. If the Company’s deferred tax balances at the period end were remeasured at
25% this would result in a deferred tax credit of £0.1m.

\

9 Tangible assets

. Thermal Assets under Decommissioning .
Generation - construction assets Total
£m £m £m £m
Cost or valuation
At 1 April 2019 S . ' 78.0 © 05 3.3 81.8
Additions ' - .02 - ' - 02
Disposals . (37.2) ' - (24) (39.6)
Transfers . 0.6 (0.5) 0.1) -
At 31 March 2020 ° 414 0.2 - 0.8 . 424
Depreciation -
At 1 April 2019 ’ ' 74.0 - 1.9 75.9
Charge for the year 12 . - 0.1 <13
Eliminated on disposal (37.1). e (1.7) (38.8)
At 31 March 2020 ’ 38.1 - 0.3 384
Carryihg amount _ ‘ ‘
At 31 March 2020 , 3.3 0.2 0.5 4.0
At 31 March 2019 ' . 4.0 0.5 ‘14 .59

During the year the Company disposed ot its Weston Point, Chippenham and ‘Ihatcham sites.
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SSEPG (Operations) Limited =

Notes to the Financial Statements for the Year Ended 31 March 2020 (continued)

10 Trade and other debtors

Trade debtors
Prepayments and accrued income
Amounts owed by Group undertakings
Deferred tax assets"
Corporation tax - group relief receivable

11 Creditors

Amounts falling due within one year

Trade creditors

Amounts owed to Group undertakings
Accruals and deferred income
Corporation tax payable

Other creditors

Amounrus falling due after more than one year

Amounts owed to Group undertakings

31 March 31 March
2020 2019 -
£m ‘ £fm
0.3 3.6
28 0.7
42 3.6
0.3 0.5
- 1.8
7.6 10.2
31 March 31 March
2020 - 2019
£m - £m
- 0.6
1.1 1.3
0.3 0.2
0.1 :
- 0.2
1.5 2.3
31 March 31 March
2020 2019
£m £m
4.6 6.5

The amounts disclosed in the balance sheet as owed to related parties and- falling due after more than one year

are in respect of amounts advanced to the company by its ultimate parent SSE plc. Interest is charged at 5.06% .

(2019: 5.23%).
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SSEPG (Operations) Limited

Notes to the Financial Statements for the Year Ended 31 March 2020 (continued).

12 Provisions

Decdmmissioning .
: . £Em
At 1 April 2019 . ' C ' 32
Decrease in existing provisions - B - (0.6)
Decrease through disposals ‘ : : (0.3)
Provisions used . ) (1.5)
At 31-March 2020 : A ~ 08

Non-current liabilities _ o o _ 0.6

‘c |
N

Current liabilities

Decommissioning provision

* In accordance with the company's accountmg policy a provision has been made for the decommissioning of the

" company's power generation assets. A discount rate of 0.8% (2019: 2.3%) has been applied to discount the
decommissioning cost provision to "present values. The unwinding of discount rate in relation to

decommissioning costs is charged to interest payable in the profit and loss account. .

A decrease of £0.6m was recognised in the year following a review of the estimated timing and quantum of
costs associated with the company's assets. .

Sensitivity analysis . ‘
'The key assumptions made when calculating the decomm:ssxomng provision centre around cost’ estimate and
discount rate applied:

An increase of 1% in the discount rate would result in a decrease to the provision of £0.1m

. A decrease of 1% in the discount rate would result in an increase to the provision of £0.1m

An increase of 10% in the cost estimate for decommissioning would result in an increase to the provision of
£0.1m and a corresponding adjustment to the decommissioning assets.

A decrease of 10% in the cost estimate for decommissioning would result in a decrease to the provision of
£0.1m and a corresponding adjustment to the decommissioning assets.
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SSEPG (Operations) Limited

Notes to the Financial Statements for the Yéar Ended 31 March 2020 (continued)

13 Share capital
Allotted, called up and fully paid shares
‘ 31 March 31 March

2020 2019
No. £m No. £m

Ordinary of £1 each B 1,200,002 12 1,200,002 12

~

14 Parent and ultimate parent undertaking

The Company's immediate parent is SSE Generation Limited. The largest and smallest group in which these -
financial statements are consolidated is headed by SSE plc, incorporated in the United Kingdom. The
consolidated financial statements of the Group (which include those of the Company) are available from the
Company Secretary, SSE plc, Inveralmond House, 200 Dunkeld Road, Perth, PH1 3AQ, or by accessing the
Group's website at www.sse.com. No other company's financial statements include the results of the Company.
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