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Sembcorp Utilittes (UK) Limited
Directors’ report and financial statements
31 December 2012

Directors’ report

The directors present their directors’ report and financial statements for the year ended 31 December 2012

The company 1s a wholly owned subsidiary of Sembcorp Utihities Pte Ltd, a company incorporated in the Republic
of Singapore and has its registered office at 30 Hill Street, #05-04, Singapore 179360

Principal activities

The company provides industrial solutions to its customers by delivering a range of mntegrated services The
principal elements are

Energy Generation and supply of heat and power, the supply of water, industnal gases and
other environmental services

Onsite logistics Protection of customers’ assets, reputation and people through services such as
emergency response, security and community response  Asset management
services through the provision of integrated stores, warehousing, infrastructure and
analytical services

Business review

Performance
The results for the year and the previous year are as follows

2012 2011

£000 £000
Turnover 168,633 145,797
Gross profit 1,186 16,236
Operating (loss)/profit (180) 11,275
{Loss)/profit for the financial year (237) 8,483
Operating (loss)/profit margin {0.1%) 8%

The directors are satisfied with the results for the year given the difficult trading condiions Very weak gas spreads
within the UK wholesale power market have continued into 2012, which has been compounded by a drop in the
price of carbon allowances across the year These market driven factors have sigmificantly reduced revenue and
profitability 1n 2012

During the first 9 months of 2012, the overall on-site demand for steam and power also reduced, leading to further
downward pressure on revenue and profitability Steam and power demand started to pick up during the 4® quarter
0f 2012 and now continues to be i line with expectations

The Wilton 10 biomass boiler delivers green generation benefits, and 1s a key strategic asset to the company,
delivering strong profitability The first planned major overhaul of the Wiilton 10 turbine was undertaken during the
vear The actual outage was longer than mtially expected resulting in reduced profitabiity The asset has
continued to perform well since its retun to service

The Industrial Parks Services business and the other onsite Asset Management Services business continue to deliver
a profitable contribution to the overall business performance

Although the company recorded a loss for the year, the balance sheet as at 31 December 2012 demonstrates that the
financial position of the company remains strong with net assets of £153 7 milhion (2011 £155 3 million)

Measurement

The company uses a number of financial and non financial KPls to measure performance and these are reported both
at board level and to employees at bnefing sessions These KPls include plant availability, average achieved price
for power and steam, dehivery performance and a number of health and safety and employee related KPIs The
board considers that the company has a very effective measurement and reporting system, consistent with its size
and complexity

As far as financial performance 15 concerned the key measurements used by the company are tumover, operating
profit margin percentage, earnings before interest and taxation (EBIT), return on carrying value (ROCV) and retum
on capital employed (ROCE)
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Business review (continued)

Rusks and uncertamties
The principal 1ssues facing the company include

- the response of the company’s customers, on the Wilton site, to the global recession The company
provides industrial solutions to customers predominantly on the Wilton site in Teesside and as such the
company 1s reliant on these customers to continue i operational existence for the foreseeable future and to
remamn at Wilton Due to the general difficult economic conditions, being experienced throughout the
global chemical sector, any restructuring or reduction mn output by customers will impact the company’s
future performance and results This rehance has been reduced in part over the past 5 years with
mvestment into assets such as the Wilton 10 biomass project and the recent 50MW condensing turbine

Whilst the current economic conditions create an element of uncertanty, the company’s forecasts and
projections show that 1t 1s well placed to manage 1ts business risks successfully, despite the economic
uncertainty

- potential exposure to movements i commodity prices mcluding power prices This 1ssue 1s further
discussed n the Treasury Policies below, and

- legislative risks  The company has to comply with a wide range of legislation and regulatory requirements
including environmental and health and safety laws The company monitors its comphance with its
regulatory and environmental obligations on an ongoing basis

Outlook

The directors remain confident that the company will maintamn a satisfactory level of perforimance in the future An
on-gong programme of asset efficiency tmprovements and existing customer mitiatives to improve flexibility and
reliabihity will deliver further operational and financial benefits

The SCI group has also been working n partnership with a recycling and resource management company, SITA,
and subsequent to the year end has been selected as the preferred brdder on a project which will lead to a circa
400,000 tonnes energy-from-waste facility at Wilton

Treasury policies

The company finances its activities with a combination of loans and cash In September 2012, the external bank
loans were repaid m full and were replaced by an inter-company loan Other financial assets and liabilities, such as
trade debtors and trade creditors, anse directly from the company’s operating activities The company also enters
mte denvative transactions, including interest rate swaps and transactions to fix commodity prices The purpose of
these transactions 1s to manage the commodity and interest rate risks ansing from the company’s operations and its
sources of finance The company does not trade in financial instruments or enter into speculative commodity
transactions The main ri1sks associated with the company’s financial assets and habilities are set out below

Interest rate risk
The company’s policy 1s to manage its cost of borrowing predominantly through fixed rate debt

During the year the company refinanced its borrowings whereby the external bank loans were replaced with an
mter-company loan The inter-company loan also attracts interest at vanable rates The company uses mterest rate
swaps agreed with other parties to generate the deswred interest profile, agreeing to exchange, at specified intervals,
the difference between fixed rate and vanable interest amounts calculated by reference to an agreed-upon notional
principal At the year end, 66% (20/1 68%) of the company’s borrowings were at fixed rates after taking account
of interest rate swaps The directors are comfortable with this split given the company’s high cash balance
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Directors’ report (continued)

Treasury policies (continued)

Credit risk

The nisk of financial loss due to a counterparty’s failure to honour its obligattons arises principally m relation to
transactions where the company enters into derivative or fixed price contracts requiring settlement by the other

party

Company policies are aimed at mmimising such losses, and require that deferred terms are granted only to
customers who demonstrate an appropriate payment history and satisfy creditworthiness procedures Individual
exposures are monitored with customers subject to credit limits to ensure that the company’s exposure to bad debts
15 not considered to be signmificant

Levels of overdue debts are monitored closely by management A process for alerting management to operattons
failing to meet monthly cash collection targets serves to reduce the hikelihood of an unmanaged concentration of
credit risk

Company policies also restrict the counterparties with which derivative transactions or fixed price commodity
transactions can be contracted Management ensures that exposure 1s spread across a number of approved financial
institutions

Liquidity risk

The company aims to mitigate hqudity risk by applying cash collection targets Investment is carefully controlled,
with authorisation limits operating up to board level and cash payback periods applied as part of the mvestment
appraisal process In this way the company aims to maintain a good credit rating to facilitate fund raising

As part of its funding strategy, the company had entered mnto a twelve year external bank loan facility, elements of
which were drawn down to finance the construction of Wilton 10 This was repaid earher than scheduled and was
replaced with an inter-company loan The nter-company loan has no fixed repayment date and 1s available to the
company until such date both the company and the inter-company loan provider agree to any repayment Excess
cash 1s only mnvested n financial instruments exposed to insigmficant nsk of changes in market value, being placed
on interest-bearing deposit with maturities fixed at no more than 6 months

Price risk

The company 1s potentially exposed to commodity price risk, n particular to movements in power prices The
company seeks to manage 1ts exposure to commodity price risk by entering into fixed price contracts where this 1s
appropnate As a result, exposures to changes in commaodity prices are satisfactorily managed

It 15, and has been throughout the pertod under review, the company’s pohicy that no speculative trading in
derivative financial instruments shall be undertaken

Dividend

Dividends paid during the year comprise a preference dividend of £149,000 in respect of the year ended 31
December 2012

The directors do not recommend the payment of an ordinary dividend in respect of the year ended 31 December
2012
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Market value of land and buildings

In the opinion of the directors, there 1s no sigmificant difference between the book value and the market value of tand
and buildings

Policy and practice on payment of creditors

The company agrees terms and conditions for 1ts business transactions with suppliers Payment 1s then made to
these terms and conditions 1f they are met by the suppher The trade creditor days’ ratio for the company 1s 25 days
(2011 27 days)

Directors

The directors who held office during the year were as follows

D S Annan
Tang Kin Fei
Tan Cheng Guan
Ng Meng Poh

All directors benefit from quahfying third party indemmty provisions n place during the financial year and at the
date of this report

Employees

The company places considerable value on the mvolvement of its employees and has continued to keep them
mformed on matters affecting them as employees and on the various factors affecting the performance of the
company This 15 achieved through formal and informal meetings and the company intranet Employee
representatives are consulted regularly on a wide range of matters affecting their current and future interests

Applications for employment by disabled persons are always fully considered, bearing n mind the aptitudes of the
apphcant concerned In the event of members of staff becoming disabled every effort 15 made to ensure that ther
employment with the company continues and that appropriate traiming 1s arranged. It 1s the policy of the company
that the traiming, career development and promotion of chsabled persons should, as far as possible, be 1dentical to
that of other employees

Pohtical and charitable contributions

The company made no political contributions during the year Chantable donations amounted to £11,700 (2011
£13,000)

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there 1s no relevant audit information of which the company’s auditor is unaware, and each director has taken
all the steps that he/she ought to have taken as a director to make himself/herself aware of any relevant audit
information and to establish that the company’s auditor 1s aware of that information




Sembcorp Utilities (UK) Limuted
Directors’ report and financial statements
31 December 2012

Directors’ report (continued)

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reapponted and KPMG LLP
wiil therefore continue 1n office

By order of the board

% /é,‘ e —— -
D S Annan Sembcorp UK Headquarters
Drrector Wilton International
Middlesbrough
Cleveland
TS90 §WS
2 September 2013
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Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

The directors are responsible for preparning the Directors’ Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors te prepare financial statements for each financial year Under that law they
have elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law
(UK Generally Accepted Accounting Practice)

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 penod In
preparmng these financial statements, the directors are required to

# select suitable accounting policies and then apply them consistently,
+ make judgments and estimates that are reasonable and prudent,

» state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explamned in the financial statements, and

+ prepare the financial statements on the going concern basis unless 1t 1s mappropnate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explan 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 have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other uregularities

The directors are responsible for the maintenance and integnty of the corporate and financial information mncluded
on the company’s website Legislation 1in the UK governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions
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KPMG LLP

Quayside House

110 Quayside
Newcastle upon Tyne
NE1 3DX

United Kingdom

Independent auditor’s report to the members of Sembcorp Ultilities (UK)
Limited

We have audited the financial statements of Sembcorp Utlliues (UK) Limued for the year ended 31
December 2012 set out on pages 9 1o 36 The financial reporting framework that has been applied in therr
preparation 15 applicable law and UK Accounting Standards (UK Generally Accepted Accounting
Practice)

This report 15 made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16
of the Compames Act 2006 Our audit work has been undertaken so that we might state to the company’s
members those malters we are required 1o stale o them in an auditor’s report and for no other purpose To
the fullest extent permitted by law, we do nol accepl or assume responsibility to anyone other than the
company and the company’s members, as a body, for our audit work, for ths report, or for the opinions we
have formed

Respective responsibilities of directors and auditor

As explained more fully 1n the Directors™ Responsibilities Statement set out on page 6, the directors are
responsible for the preparation of the financial statements and for being satsfied that they give a true and
fair view  Qur responsibility 1s to audht, and express an opinion on, the financial statements 1n accordance
with applicable law and Internauonal Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the Financial Reporting
Council’s website at www frc org uk/auditscopeukprivate

Opinion on financial statements
In our opinton the financial statements

e give a true and fair view of the state of the company's affairs as at 31 December 2012 and of us loss
for the year then ended,

* have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and

e  have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Compames Act 2006

In our opinion the information given 1n the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements




Independent auditor’s report to the members of Sembcorp Ultilities (UK)
Limited (continued)

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us
to report o you 1f, 1n our opinion

e adequate accounting records have not been kept, or returns adequate for our audit have not been
receaved from branches not visited by us, or

* the financial statements are not 1n agreement with the accounting records and returns, or
e certain disclosures of directors’ remuneration specified by law are not made, or

+ wc have not recerved all the information and explanations we requure for our audit

VAL

Mick Thompson (Senior Statutory Auditor) 2 September 2013
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

Quayside House

110 Quayside

Newcastle upon Tyne

NE1 3DX
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Profit and Loss Account
Jor the year ended 31 December 2012

Note 2012

£000

Turnover 2 168,633
Cost of sales (167,447)
Gross profit 1,186
Administrative expenses (3,623)
Other operating income 3 2,257
Operating (loss)/profit (180)
Profit on sale of fixed assets -
Other interest receivable and similar income 6 52
Other finance income 7 604
Interest payable and similar charges 8 4,077)
(Loss)/profit on ordinary activitses before taxation 3-5 (3,601)
Tax on (loss)/profit on ordinary activities 9 3,364
(Loss)/profit for the financial year 20 237

All of the results above are denved from continuing activities

2011
£000

145,797

(129,561)

16,236

(6,762)

1,801

11,275
398
56
214

(3,570}

8,373
110

8,483
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Balance Sheet
at 31 December 2012
Note 2012 2011
£000 £000 £000 £000
Fixed assets
Negative goodwll 1 (3,266) (3,883)
Intangible assets 1 11 -
Tangible assets i2 209,808 218,857
Investments 13 - -
206,553 214,974
Current assets
Stocks ' 14 11,881 14,206
Debtors (including £3,200,000 (2011 £ml) due after
more than one year) i5 30,248 20,608
Cash at bank and 1n hand 10,785 18,351
52914 53,165
Creditors: amounts falling due wathin one year 16 (26,549) (31,216)
Net current assets 26,365 21,949
Total assets less current hahilities 232,918 236,923
Creditors: amounts falling due after more than one
year 17 (45,803) (44,691)
Provisions for habilities 18 (29,441) (32,737)
Net assets excludmg penston habilities 157,674 159,495
Pension hiabilities 22 (4,019) (4,192)
Net assets including pension liab:lities 153,655 155,303
Capital and reserves
Called up share capital 19 30,967 30,967
Revaluation reserve 20 10,740 10,866
Capital contribution reserve 20 592 387
Profit and loss account 20 111,356 113,083
Shareholders’ funds 153,655 155,303

These financial statements were approved by the board of directors on 2 September 2013 and were signed on 1ts
behalf by

Tl L

DS Annan
Director

Company registered number 4636301

10




Sembcorp Unlities {(UK) Limited
Directors’ report and financial statements
31 December 2012

Statement of Total Recognised Gains and Losses
for the year ended 31 December 2012

2012 2011
£000 £000
(Loss)/profit for the financial year (237) 8,483
Unrealised deficit on revaluatton of properties (126) -
Actuarial loss recogmised 1n the pension scheme (633) (4,368)
Deferred tax ansing on losses in the penston scheme 155 1,158
Effect of reduced deferred tax rate on closing pension deficat (101) (93)
Total recognised gains and losses relating to the financial year (942) 5,180
Note of Historical Cost Profits and Losses
Jfor the year ended 31 December 2012
2012 2011
£000 £000
Reported (loss)/profit on ordinary activities before taxation (3,601) 8373
Reahisation of property revaluation gams of previous years - 34
Histortcal cost (loss)/profit on ordinary activities before taxation (3,601) 8,407
Historical cost (loss)/profit for the year retained after taxation and dividends 237 2,809
Reconciliation of Movements in Shareholders’ Funds
Sor the year ended 31 December 2012
2012 2011
£000 £000
(Loss)/profit for the financal year (237) 8,483
Dividends on shares classified in shareholders’ funds - (5,708)
Retained (loss)/profit 237 2,775
Unrealised deficit on revaluation of properties (126) -
Net gains and losses n respect of FRS 17 (579) (3,303)
Net charge n relation to share based payments (706) (230)
Net reduction 1n shareholders’ funds (1,648) (758)
Opening shareholders” funds 155,303 156,061
Closing shareholders’ funds 153,655 155,303

11
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Notes
(forming part of the financial statemenis}

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered
materal 1n relation to the financial statements

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under the
histonical cost accounting rules, modified to include the revaluation of investment properties

The company s exempt by virtue of s401 of the Companies Act 2006 from the requirement to prepare group
financial statements These financial statements present information about the company as an individual
undertaking and not about 1ts group

Under FRS 1 the company 1s exempt from the requirement to prepare a cash flow statement on the grounds that a
parent undertaking includes the company n 1its own published consolidated financial statements

As the company 15 a wholly owned subsidiary of Sembcorp Industries Limited, the company has taken advantage of
the exemption contamed m FRS 8 and has therefore not disclosed transactions or balances with wholly owned
subsidiaries which form part of the group The consohidated financial statements of Sembcorp Industries Limited,
within which this company 1s included, can be obtaned from the address given in note 25

Geing concern

The company’s business activities, together with the factors likely to affect its future development, performance and
posttion are set out 1in the Directors’ Report The financial position of the company, its cash flows, hquidity
position, borrowing factlities and details surrounding the company’s objectives, 1ts financial rnsk management
objectives, details of its financial instruments and hedging activities, and 1ts exposures to credit nisk and hiquidity
risk are also described n the Directors’ Report

The current economic conditions create an element of uncertainty over demand for some of the company’s service
offering The company’s forecasts and projections, taking account of reasonably possible changes in trading
performance, show that the company 1s expected to have a suffictent level of financial resources available through
current facilities and therefore the directors believe that the company 1s well placed to manage its business risks
successfully despite the economic uncertainty

After making enquirtes, the directors have a reasonable expectation that the company has adequate resources to
continue n operational existence for the foreseeable future Accordingly, they continue to prepare the financial
statements on a going concern basis

Goodwill and negative goadwill

Negative goodwill, being the excess of the fair value of assets and habilities acquired over the costs of therr
acquisition, 1s capitalised and classified on the balance sheet as a negative fixed asset It 1s amortised over the
pertods 1n which the non-monetary assets acquired are depreciated or sold, which 15 currently estimated to be 15
years

Positive goodwill ansing on acquisitions 15 capitalised, classified as an asset on the balance sheet and amortised on a
straight-line basis over its useful economic life It 1s reviewed for impairment at the end of the first full financial
year following the acquisition and 1n other periods if events or changes in circumstances indicate that the carrying
value may not be recoverable
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Notes (continued)

1 Accounting policies (continued)

Intangible fixed assets
Carbon trading

Carbon allowances received by the company are accounted for using the ‘net liability” method This means that any
surplus quantities of allowances above those which are forecast to be required for the company’s own use are
accounted for as an mntangible asset together with a related deferred income balance in the balance sheet at their
estimated recoverable value A hability would only crystallise when emissions are greater than the allowances

granted

Investments

Investment in subsidiary undertaking 1s stated at cost less amounts written off

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost or valuation less accumulated depreciation and provision for any impairment
in value Depreciation 15 provided on all tangible fixed assets, other than freehold land and assets under
construction, at rates calculated to wnite off the cost, less estimated residual value, of each asset on a straight-line
basis over its expected useful life, as follows

Freehold buldings 20 years
Plant and equipment 3 - 20 years
Vehicles 3-5years

Cost includes directly attmbutable finance costs

Major boiler and pipeline overhauls, which extend the economic hife of the assets 1n question, are capitalised and
depreciated over the useful economic life to which the overhaul relates, being the period up to the next scheduled
major overhaul

Investment properties

Certain of the company’s land 1s held for long-term investment Investment properties are accounted for m
accordance with SSAP 19, as follows

e  The value of mvestment properties 1s reviewed annually and the properties are not depreciated The surplus or
deficit on revaluation 1s transferred to the revaluation reserve unless a deficit below onginal cost, or its reversal,
on an individual investment property is expected to be permanent, 1n which case it 1s recogmsed in the profit
and loss account for the year

Although the Companies Act would normally require the systematic annual depreciatton of fixed assets, the
directors believe that the policy of not providing depreciation 1s necessary in order for the financial statements to
give a true and fair view, since the current value of mvestment properties, and changes to that current value, are of
prime importance rather than a calculation of systematic annual depreciation Depreciaticn is only one of the many
factors reflected in the annual valuation, and the amount which might otherwise have been mncluded, cannot be
separately 1dentified or quantified.

Foreign currencies

Transactions 1n foreign currencies are recorded using the rate of exchange ruling at the date of the transaction
Monetary assets and habilities denominated n foreign currencies are translated using the rate of exchange ruling at
the balance sheet date and the gains or losses on translation are included n the profit and loss account

13
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Notes (continued)

1 Accounting policies (continued)

Government grants

Capital based government grants are included within accruals and deferred mcome 1n the balance sheet and credited
to the profit and loss account over the estumated useful economic hives of the assets to which they relate

Leases

Operating lease rentals are charged to the profit and loss account on a straight hine basis over the period of the lease

Post-retirement benefits

The company operates a defined contrtbution pension scheme The assets of the scheme are held separately from
those of the company n an independently administered fund The amount charged to the profit and loss account
represents the contrtbutions payable to the scheme 1n respect of the accounting period

The company also operates a pension scheme, the Sembcorp Utilities Teesside Penston Scheme, providing benefits
based on pensionable pay The scheme has been closed to new members since January 1999 The scheme 1s closed
to future accrual with effect from 31 March 2010 and for active members of the scheme the Ink to salary was
removed The assets of the scheme are held separately from those of the company

Pension scheme assets are measured using market values For quoted securities the current bid price 1s taken as
market value Pension scheme habilities are measured using a projected unit credit method and discounted at the
current rate of return on a high quality corporate bond of equivalent term and currency to the hability

The pension scheme surplus (to the extent that 1t is recoverable) or deficit 1s recognised in full The movement 1n
the scheme surplus/deficit 1s spht between operating charges, finance items and, in the statement of total recognised
gamns and losses, actuanal gains and losses

Research and development expenditure

Research and development expenditure 1s written off as incurred, except that development expenditure incurred on
an individual project 15 camed forward when 1ts future recoverability can reasonably be regarded as assured. Any
expenditure carmed forward 1s amortised in line with the expected future sales from the related project

Stocks

Stocks are stated at the lower of cost and net realisable value In determining the cost of raw materials, consumables
and goods purchased for resale, the weighted average purchase price 1s used Net realisable value 1s based on
estimated selling pnices less further costs expected to be incurred

Renewable Obligations Certificates {(ROCs) and Renewable Levy Exemption Certificates (RLECs)

The company 15 able to claim Renewable Obligation Certificates (“ROCs”) and Renewable Levy Exempt
Certificates (“RLECs") from the Office of Gas and Electncity Markets (“OFGEM?™) as a result of burming renewable
fuels ROCs and RLECs are accounted for in accordance with the principles of SSAP 4 (*Accounting for
government grants™) and are recognised once the company has met the conditions attaching to their receipt and there
15 reasonable assurance that these will be received A market exists for the sale of ROCs and RLECs ROCs and
RLECs are recorded at market value and included within stock in the balance sheet where the company has entered
mto an agreement with a third party for their subsequent sale Income from the sale of ROCs and RLECs 15 credited
to turnover once the risks and rewards of ownership have been transferred to a third party

Levy Exempition Certificates (LECs)

Income from the sale of LECs 1s credited to turnover in the profit and loss account in the pertod in which the
certificates are sold. LECs are recognised in the balance sheet at the date they are awarded They are allocated a
notional value at that date, unless they are to be used to meet an external hability, in which case they are valued at
an amount equivalent to the associated hability

14
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Notes (continued)

1 Accounting policies (continued)

Taxation

Corporation tax payable 1s provided on taxable results at the current rate Deferred tax is recogmsed n respect of all
uming differences that have ongmated but not reversed at the balance sheet date where transactions or events have
occurred at that date that will result 1n an obligation to pay more, or a nght to pay less or to receive more tax, with
the following exceptions

e provision 1s made for tax on gamns ansing from the revaluation (and simlar fair value adjustments) of fixed
assets, and gans on disposal of fixed assets that have been rolled over into replacement assets, only to the
extent that, at the balance sheet date, there 1s a binding agreement to dispose of the assets concerned However,
no provision 1s made where, on the basis of all available evidence at the balance sheet date, 1t 1s more likely
than not that the taxable gain will be rolled over inte replacement assets and charged to tax only where the
replacement assets are sold,

e deferred tax assets are recogmsed only to the extent that the directors consider that it 1s more likely than not that
there will be suitable taxable profits from which the future reversal of the underlying timing differences can be
deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply 1n the periods in which
timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance sheet date

Debt issue costs

Debt 1535ue costs are recogmsed n the profit and loss account over the term of the relevant debt at a constant rate on
the carrying amount Debt 1s imitially stated at the amount of the net proceeds after deduction of 1ssue costs The
carrying amount 15 mncreased by the debt i1ssue costs charged to the profit and loss account n respect of the
accounting period

Classification of financial instruments issued by the company

Financial instruments 1ssued by the company are treated as equuty (1 ¢ forming part of shareholders’ funds) only to
the extent that they meet the following two conditions

a} they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial habilittes with another party under conditrons that are potentially
unfavourable to the company, and

b) where the mstrument will or may be settled in the company’s own equity nstaments, 1t 1s either a non-
derivative that includes no obligation to deliver a variable number of the company’s own equity wnstruments or
15 a derivative that will be settled by the company’s exchanging a fixed amount of cash or other financial assets
for a fixed number of 1its own equity instruments

To the extent that this definition 1s not met, the proceeds of issue are classified as a financial hability Where the
mstrument so classified takes the legal form of the company’s own shares, the amounts presented n these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares

Where a financial instrument that contains both equity and financial liability components exists these components
are separated and accounted for individually under the above policy The finance cost on the financial hability
component 1s correspondingly higher over the hife of the instrument

Finance payments associated with financial habilities are dealt with as part of interest payable and similar charges
Finance payments associated with financial instruments that are classified as part of shareholders’ funds (see
dividends policy), are dealt with as appropriations in the reconcihation of movements in shareholders’ funds

Turnover

Turnover represents amounts recervable for utilities and services provided n the normal course of business, net of
VAT and other sales-related taxes Revenue from the sale of power, steam and water is recognised at the point
when delivery 1s made to the customer Revenue from long term contracts s recognised m line with the value of
work performed Where the contract outcome cannot be measured rehably, revenue 1s recognised only to the extent
of the expenses being recoverable
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Notes (continued)

1 Accounting policies (continued)
Share based payments

The share option programme allows employees to acquire shares of the ultimate parent company, Sembcorp
Industries Limited The fair value of employee services received m exchange for grant of the options 1s recogmised
as an employee expense with a corresponding increase 1 capital and reserves The fair value 15 measured at grant
date and spread over the period during which the employees become unconditionally entitled to the options The
farr value of the options granted 15 measured using an option pricing model, taking mto account the terms and
conditions upon which the options were granted The amount recognised as an expense 1s adjusted to reflect the
actual number of share options that vest except where forfeiture 15 only due to share prices not achieving the
threshold for vesting The company has taken advantage of the transitional provision of FRS 20 so as to apply FRS
20 only to those equuty settled awards granted after 7 November 2002 that had not vested before 1 January 2006

Dividends on shares presented within sharcholders’ funds
Dividends are only recogmsed as a liability at that date to the extent that they are declared prior to the year end
Unpaid dividends that do not meet these criteria are disclosed in the notes to the financial statements

2 Analysis of turnover

All turnover and (loss)/profit arises from the principal activities of the company, which are carried out 1n the United
Kingdom

3 Notes to the profit and loss account
2012 2011
£000 £000
(Loss)/profit on ordinary activities before taxation 15 stated after charging/(crediting)-
Depreciation and other amounts written off tangible fixed assets
Owned 18,485 14,168
Leased 8 8
Hire of plant and machinery 369 690
Hire of other assets - operating leases 95 143
Restructuring costs - 29
Management fees charged by parent undertaking 307 610
Operating lease rentals receivable - land and buildings 2,257) (1,801)
Amortisation of negative goodwill 17 617
Profit on disposal of tangible fixed assets - (398)

The restructuring costs in 2011 related to discretionary release payments made available to those employees who
agreed to leave therr employment with the company

Audttor’s remuneration

2012 2011

£000 £000

Audit of these financial statements 86 87
Amounts receivable by the auditor and 1ts associates in respect of

All other services - 7
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Notes (continued)

4 Remuneration of directors
2012 2011
£000 £000
Directors’ emoluments 135 256
Amounts receivable under long term incentive schemes 29 218
Company contnibution to money purchase pension scheme 22 -

The aggregate emoluments and amounts receivable under long term incentive schemes of the highest paid director
were £164,000 (2011 £474,000) and company penston contributtons of £22,000 (2011 £mi) were made to a money
purchase scheme on his behalf The highest paid director in 2011 was a member of a defined benefit scheme, under
which his accrued pension at 31 December 2011 was £77,000

Number of directors

2012 2011
Retirement benefits are accruing to the following number of directors under

-
[—

Money purchase schemes

All directors benefited from qualifying third party indemmity provisions 1n place during the financial year

5 Staff numbers and costs

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

Number of employees

2012 2011
Operating 305 316
Admimstration 86 82
91 398

The aggregate payroll costs of these persons were as follows
2012 2011
£000 £000
Wages and salaries 15,611 14,545
Share based payments (ntote 23) 266 282
Social secunty costs 1,601 1,617
Other pension costs (note 22) 1,396 1,320
18,874 17,764

6 Other interest receivable and similar income

2012 2011
£000 £000
Bank nterest receivable 42 56
Interest on corporation tax recoverable 10 -
52 56




Notes (continued)

7 Other finance income

Expected return on penston scheme assets
Interest on pension scheme liabilities

8 Interest payable and similar charges

On bank loans
On amounts payable to group undertakings
Fmance costs on shares classified as labilitics

Sembcorp Utihties (UK) Litnited
Directors’ report and financial statements

2012
£000

4,895
(4,291)

604

2012
£000

3,881
147
149

4,077

31 December 2012

201
£000

4,975
(4,761)

214

2011
£000

3,398
23
149

3,570

The bank loan mterest above includes amortisation of deferred fees of £1,185,000 relating to the bank loan (2017
£240,000), which was fully repaid in 2012 and replaced with an inter-company loan

9 Taxation

Analysis of credit in period

UK corporation tax
Current tax on mncome for the penod
Adjustments in respect of prior periods

Group relief
Amounts payable
Adjustments 1n respect of pnor periods

Total current tax
Deferred tax (see note 18)
(ReversalYongination of tming differences

Effect of reduction 1n tax rate
Adjustment 1n respect of previous years

Total deferred tax

Tax on (loss)/profit on ordinary activities

£000

421
(963)

233

(1,131)
(2,587)
663

2012

£000 £000
1,817
(161)
(542)
233
(309)
552
(2.610)
292
(3,055)
(3,364)

201
£000

1,656

1,656

(1,766)

(110)

18




Sembeorp Utilities (UK) Limited
Directors’ report and financial statements
31 December 2012

Notes (continued)

9 Taxatton (continued)}

For the year ended 31 December 2012, the company was subject to UK corporation tax at a rate of 26% during the 3
months to 31 March 2012 and 24% from 1 Apnl 2012 to 31 December 2012, giving an average rate for the year of
24 5% (2011 26 5%)

Factors affecting the tax {credit)/charge for the current period

The current tax {credit)/charge for the period 1s lower (2071 lower) than the standard rate of corporation tax in the
UK, 24 5% (2011 26 5%) The differences are explained below

2012 2011

£000 £0600
Current tax reconctliation
(Loss)/profit on ordinary activities before tax (3,601) 8,373
Current tax at 24 5% (2011 26 5%) (882) 2,219
Effects of
Finance charge on shares classified as habilities 37 39
Expenses not deductible for tax purposes and other permanent differences 135 4
Chargeable gains - 107
Capital allowances for period less than/(in excess of) depreciation 1,383 21
Other short term timing differences (252) (131)
Adjustments to tax charge n respect of previous pertods (730) (161)
Total current tax (credit)/charge (see above) (309) 1,656

Factors that may affect future current and total tax charges

The main rate of UK corporation tax changed from 26% to 24% on 1 April 2012. A further reduction n the main
rate of UK corporation tax, to 23% with effect from 1 Apnl 2013, became substantively enacted mn July 2012 and
therefore the effect of this further rate reduction on the deferred tax liabihty as at 31 December 2012 has been
included 1n the figures above

The Chancellor has also proposed changes to further reduce the main rate of corporation tax by 2% to 21% by 1
Apnl 2014 and a further 1% to 20% by 1 April 2015 These changes had not been substantively enacted at the year
end and therefore are not included m the figures above The overall effect of the reductions from 23% to 20%, 1f
these applied to the deferred tax balance at 31 December 2012, would be to reduce the deferred tax liabihity by
approximately £3,682,000

No provision has been made for deferred tax on gamms potentially arising on the revaluation of acquired property to
its fair value and market value Such tax would become payable only if the property were sold without 1t being
possible to claim rollover relief The total amount unprovided at the year end 1s £2,121,000 (2011 £2,509,000) At
present, 1t 1s not envisaged that any tax will become payable i the foresecable future.
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Notes (continued)

10 Dividends

The aggregate amount of dividends comprises

Final dividends paid 1n respect of prior year but not recogmised as habihities in that year
Intersm divtdends paid in respect of the current year

Aggregate amount of dividends pard n the financial year

Dividends 1n respect of the year recognised as a liability at the year end

Sembcorp Utiliies (UK) Limited
Directors’ report and financial statements
31 December 2012

2012
£000

2011
£000

3,357
2,351

5,708

5,708

The aggregate amount of dividends proposed and not recognised as hiabihities as at the year end 1s £ml (2011 £nil)

11 Intangible fixed assets

Cost
At beginming of year
Additions

At end of year

Amaortisation
At beginning of vear
Credited 1n year

Atend of year

Net book value
At 31 December 2012

At 31 December 2011

Carbon
trading Negative
certificates goodwill
£000 £000
- (9,241)
11 -
11 (9.241)
- 5,358
- 617
. 5,975
11 (3,266)
- (3,883)
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Notes (continued)

12 Tangible fixed assets

Cost or valuation

At beginning of year
Additzons

Disposals

Transfers between items
Revaluations

At end of year

Depreciation
At beginning of year
Charge for year

At end of year

Net book value
At 31 December 2012

At 31 December 2011

Sembeorp Utilittes (UK) Limited

Directors’ report and financial statements

31 December 2012

Investment Land and Plant and Assets under

properties bulldings eqmpment Vehicles construction Total
£000 £000 £000 £000 £000 £000
15,411 14,397 272,032 1,268 23,096 326,204

- - - - 9,936 9,936
- - - - (366) (366)

- 80 31,820 - (31,500) -
(126) - - - - (126)
15,285 14,477 303,852 1,268 766 335,648

- 2,978 103,639 730 - 107,347

- 329 18,101 63 - 18,493

- 3,307 121,740 793 - 125,840

15,285 11,170 182,112 475 766 209,808
15,411 11,419 168,393 538 23,096 218,857

Included within land and buildings 1s long leasehold land of £566,000 (207! £574,000) The remaming land and
buildings are freechold Plant and equipment as at 31 December 2012 include capitahised interest of £1 483 milhon

(2011 £I 483 million)

The following information relates to tangible fixed assets carried on the basis of revaluattons m accordance with

FRS 15 Tangible fixed assets.

Investment properties

On open market basis

30 September 2012 / 30 November 2007

Agpregate depreciation thereon

Net book value

Histoncal cost of revalued assets
Aggregate depreciation thereon

Historical cost net book value

2012
£000

4,545

2011
£000

4,545

The last full valuation was performed at 30 September 2012 by Sanderson Weatherall Limited {Chartered Surveyors
and Property Consultants) The valuation is based on open market value with vacant possession, 1n accordance with
the Appraisal and Valuation Standards pubhished by The Royal Institution of Chartered Surveyors
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Notes (continued)

13 Fixed asset investments

Cost and net book value
At beginning and end of year

Sembcorp Utihities (UK) Limited
Directors’ report and financial statements
31 December 2012

Shares in group
undertaking
£

2

The company has one 100% owned subsidiary company, Wilton Energy Limited incorporated in the UK, whose

principal activity 1s selling electricity

14 Stocks

Raw materals
Engineenng spares
Renewable obligation certificates

15 Debtors

Trade debtors

Amounts owed by group undertakings
Amounts owed by subsidiary undertaking
Corporation tax recoverable

Other debtors

Prepayments and accrued income

202 2011
£000 £000
6,686 6,049
4,321 4,276
874 3,881
11,881 14,206
2012 2011
£000 £000
19,978 15,758
7 -
2,478 1,200
160 -
3,200 -
4,425 3,650
30,248 20,608

Other debtors mclude £3,200,000 held in an Escrow account, in respect of guarantees provided by the Company,

and 15 due after more than one year

16 Creditors: amounts falling due within one year

Shares classified as hiabilities (note 19)
Bank loans (note 17)

Trade creditors

Amounts owed to group undertakings
Corporation tax payable

Other taxation and social security
Accruals and deferred income

The above bank loan 1s stated net of borrowing costs of £l (2071 £240,000)

2012 2011
£000 £000
130 130

- 7,803

9,520 7,648
1,354 -

- 450

1,491 2,066
14,054 13,119
26,549 31,216
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Notes (continued)

17 Creditors: amounts falling due after more than one year
2012 2011
£000 £000
Shares classified as liabilities (note 19) 803 803
Bank loans - 43,888
Loan from group undertaking 45,000 -
45,803 44,691

The above bank loans are stated net of borrowing costs of £n1l (2011 £0 945 mdlion)

Duning the year the company refinanced its borrowings whereby the external bank loans were replaced with an
inter-company loan The inter-company loan has no fixed repayment date and 1s available to the company until such
date both the company and the inter-company loan provider agree to any repayment The inter-company loan 1s
unsecured and attracts an interest charge of LIBOR plus 1% to 1 90%

The bank loans attracted an interest charge of LIBOR plus 1% to 1 90%, were repayable in mstalments by 31
December 2016, and were secured on the assets of the company and its subsidiaries

The maturity profile of the company’s loans at 31 December was as follows

2012 2011
£000 £000
Within one year - 7,803
Between one and two years - 9,552
Between two and five years - 34,336
Over five years - -
- 51,691
Inter-company loan with no fixed repayment date 45,000 -
45,000 51,691

Analysed as
Amounts falling due within one year - 7,803
Amounts falling due after more than one year 45,000 43,888
45,000 51,691

The company has 1ssued letters of credit totalling £9 85 million (2811 £9 85 mullion) as required under the terms of
1ts power trading and fuel purchasing arrangements
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18 Provisions for liabilities
Carbon Deferred
provision taxation Total
£000 £000 £000
At beginning of year - 32,737 32,737
Charge/(credit) to the profit and loss for the year 11 (3,307) (3,296)
Atend of year ' 1 29430 29441
Deferred taxation
The elements of deferred taxation are as follows
Profit and
loss account Amounts
At beginning charge/ mcluded Atend
of year {eredit) i STRGL of year
£000 £000 £000 £000
Difference between accumulated depreciation and
amorhisation and capital alowances 32,852 (3,316) - 29,536
Other short-term timing differences (115) 9 - (106}
Proviston for habihties (sce above) 32,737 (3,307) - 29,430
Pensions (see note 22) {1,398) 252 (54) {1,200)
31,339 (3,055) (54) 28,230
19 Called up share capital
2012 2011
£000 £000
Allotted, called up and fully paid
17,000,000 Ordinary shares of £1 ¢ach 17,000 17,000
14,900,000 1% cumulative redeemable preference shares of £1 each 14,900 14,900
31,900 31,900
Shares classified as labilities 933 933
Shares classified 1n shareholders’ funds 30,967 30,967
31,900 31,900

The preference shares are valued net of the farr value of the associated dividend stream of £0 933 million (2017
£0 933 million} which has been reclassified within creditors The preference shares are redeemable at par at the
option of the company Profits of the company available for distribution shall be used to pay dividends to the
preference shareholders a fixed cumulative preferential dividend of 1 pence per share per annum
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Notes (continued)

19 Called up share capital (cont:nued)

On a distribution of assets of the company among 1ts members on a winding up each preference shareholder will be
entitled in prionty to any holder of any other class of shares to receive an amount equal to the aggregate of the
capital paid up on such preference shares together with any arrears of the preference dividend

The preference shares carry no votes at meetings unless the dividend thereon 1s s1x months or more n arrears or the
business of the meeting includes a winding up of the company or reducing its share capital, in which event each
holder will be entitled to one vote on a show of hands or one vote per share on a poll

20 Reserves
Capital Profit
contrtbution  Revaluation and loss
reserve reserve account Total
£000 £000 £000 £000
At beginning of year 387 10,866 113,083 124,336
Loss for the year - - 237 (237
Unreahsed deficit on revaluation of properties - (126) - (126)
Equity settled share based payments 266 - - 266
Recharge by the ultimate parent undertaking (61) - el (972)
Actuarial loss recogmised 1n the pension scheme - - (633) (633)
Deferred tax anising on losses in the pension scheme - - 54 54
At end of year 592 10,740 111,356 122,688

Certain employees of the company are eligible for share options and stock awards m the ultimate parent
undertaking, Sembcorp Industries Limited These share options are awarded directly by the ultimate parent
undertaking, which requires the company to make a payment to reimburse 1t for the granting of these nights Further
details in respect of the share-based payment plans are included in note 23

21 Commitments
(a) Capital commitments at the end of the financial year for which no provision has been made, are as follows
2012 2011
£000 £000
Contracted 3,857 4,528
(b) Annual commitments under non-cancellable operating leases are as follows
2012 2011
Other Other
£000 £000
Operating leases which expire
Within one year 53 14
In the second to fifth years inclusive 27 66
Over five years - 13
80 93
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22 Pension scheme

Defined contribution penston scheme

The company operates a defined contnbution pension scheme, the Sembcorp Stakeholder Pension Scheme The
penston cost charge for the period represents contributions payable by the company to the scheme and amounted to
£1,396,000 (2011 £1,320,000)

There were no outstanding or prepaid contributions at either the beginning or end of the financial year

Defined benefit pension scheme

The company provides penston arrangements to approximately one third of full time employees through a defined
benefit scheme, the Sembcorp Utilities Teesside Pension Scheme, and the related costs are assessed in accordance
with the advice of professionally qualified actuaries The pension scheme is funded by the payment of contributions
to separately administered trust funds

The scheme has been closed to new members since January 1999 The scheme was also closed to future accrual
with effect from 31 March 2010 and for active members of the scheme the link to salary was removed Active
members are entitled to join the Sembcorp Stakeholder Pension Scheme

The numbers shown below have been based on calculations carried out by a quahified independent actuary to take
account of the requirements of FRS 17 1n order to assess the habilities of the scheme at 31 December 2012 The
scheme’s assets are stated at their market values at 31 December 2012

Employer contrtbutions in relation to deficit contnibutions over the accounting peniod, amounted to £400,000 (20171
£300,000) Employer contributions were paid at the rate of 13 1% of Pensionable Pay until 31 March 2010

The valuation used for FRS 17 disclosures has been based on a full assessment of the habilities of the Sembcorp
Utilities Teesside Pension Scheme as at 31 March 2011 The present values of the defined benefit obhigation, the
related current service cost and any past service costs were measured using the projected umt credit method

The mformation disclosed below 1s 1n respect of the Sembcorp Utilities Teesside Penston Scheme as a whole

2012 2011

£000 £000
Present value of funded defined benefit obligations (98,771) (93,550)
Fair value of plan assets 93,552 87,960
(5:219) (5,590)

Present value of unfunded defined benefit obligations - -
Deficit (5,219) (5,590)
Related deferred tax asset 1,200 1,398
Net lLiability (4,019) {4,192)
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22 Pension scheme (confinued)

Movements 1n present value of defined benefit obligation

At 1 January
Current service cost
Interest cost
Actuarnal losses
Benefits paid

At 31 December

Movements in farr value of plan assets

At 1 January

Expected return on plan assets
Actuarnial gains/(losses)
Contributions by employer
Benefits paid

At 31 December

Income recogrised in the profit and loss account

Current service cost
Interest on defined benefit pension plan obligation
Expected return on defined benefit pension plan assets

Total income relating to the scheme as a whole

Sembcorp Unlities (UK) Limated
Directors’ report and financial statements

2012
£000

(93,550)
(4,291-)

(4,423)
3,493

(98,771)

2012

87,960
4,895
3,790

(3,493)

93,552

The imcome 1s recogmsed in the following line ttems in the profit and loss account

Other finance income

2012

604

31 December 2012

2011
£000

(89,357)
(4,76 s }

(3.877)
4,445

(93,550)

2011
£000

87,621
4,975
491)
300
(4,445)

87,960

2011
£000

{4,761)
4,975

214

2011
£000

214

The total amount recogmsed 1n the statement of total recogmsed gains and losses in respect of actuarial gains and

losses 15 £633,000 loss (2011 £4,368,000 loss)

Cumulative actuarial gains/losses reported n the statement of total recogmsed gains and losses since the 2003 year

end are £7,945,000 loss (2011 £7,312,000 loss)
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22 Pension scheme (continued)

The fair value of the plan assets and the return on those assets were as follows

2012 2011
Fair value Fair value
£000 £000
Equities 36,259 32,148
Government bonds . 15,547 17,975
Corporate bonds . 32,465 28,729
Property 8,513 8,347
Other 768 761
93,552 87,960
Expected return on plan assets 4,895 4,975
Actuanal gain/(loss) 3,790 (491)
Actual return on plan assets 8,685 4,484

At 31 December 2012, none of the fair value of scheme assets related to self-investment

Sembcorp Utihttes (UK) Limited employs a building block approach in determining the long-term rate of return on
pension plan assets Historical markets are studied and assets with ligher volatility are assumed to generate higher
returns consistent with widely accepted capital market principles The overall expected rate of return on assets 1s
then denved by aggregating the expected return for each asset class over the actual asset allocation for the scheme at
31 December 2012 The total overall expected rate of return for 2011 and 2012 was 5 7% and 5 6% per annum
respectively

The principal assumptions (expressed as weighted averages) used by the independent quahified actuanes to calculate
the habilities under FRS 17 were as follows

2012 2011

% %

Discount rate 44 47
Rate of increase to pensions i payment

- benefits accrued pre May 2006 2.8 29

- benefits accrued post May 2006 2.0 21

Future salary increases - -

RPI Inflation 3.0 30

CPI Inflation 23 20

Mortalhty assumptions

The mortality assumptions are based on standard mortality tables which allow for future mortality improvements
The assumptions are that a member currently aged 65 will live on average for a further 21 3 years if they are male
and for a further 24 2 years if they are female For members who retire 1n 2032 at age 65 the assumptions are that
they will hve on average for a further 22.9 years after retirement 1f they are male and for a further 26 3 years after
retirement if they are female
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22 Pension scheme (continued)
History of plans

The history of the plans for the current and prior periods 1s as follows

Balance sheet

2012 2011 2010 2009 2008

£000 £000 £000 £000 £000
Present value of scheme hiabilities (98,771) (93,550) (89,357 (92,737) (72,835)
Fair value of scheme asscts 93,552 87,960 87,621 83,091 76,678
(Deficity/surplus (5.219) (5,590) (1,736) (9,646} 3,843
Experience adjustments

2012 2011 2010 2009 2008

£000 £000 £000 £000 £000
Expernence adjustments on scheme habilities (287 2,448 (149) 410 (169)
Expenience adjustments on scheme assets 3,790 (491) 3,850 5,567 (14,751)

With effect from 31 March 2010 the defined benefit pension scheme was closed to future accrual The company
expects to contribute £500,000, in deficit contributions, 1n the next financial year

23 Employee share schemes

Share based payments

Share options in the ultimate parent company, Sembcorp Industries Ltd (“SCI), are granted to certain employees
within the company These share options are awarded directly by the ultimate parent undertaking

SCI's Performance Share Plan (“SCI PSP 2010™) and Restricted Stock Plan (“SCI RSP 2010™) (collectively, the
*2010 Share Plans”) were approved and adopted by SCI shareholders at an Extraordinary General Meeting held on
22 Apnl 2010 The 2010 Share Plans replaced the Share Plans which were approved and adopted by SCI
shareholders at an Extraordmary General Meeting held on 5 June 2000 and expired in 2010

The SCI RSP 2010 15 an incentive scheme for directors and employees of SCI and 1its subsidiaries (the “SCI Group™)
whereas the Performance Share Plan 1s aimed pnimanly at key executives of the SCI Group

The 2010 Share Plans are intended to increase SCI’s flexibility and effectiveness mn 1ts continuing efforts to attract,
retain and incentivise participants to higher standards of performance and encourage greater dedication and loyalty
by enabling SCI to give recogmtion to past contributtons and services, as well as motivating participants to
contnbute to the long-term prospenty of the SCI Group The 2010 Share Plans will strengthen SCI’s
competitiveness 1n attracting and retaiming talented key senior management and sentor executives

The SCI RSP 2010 15 intended to apply to a broad base of senior executives as well as to the Non-Executive
Directors of SCI, white the SCI PSP 2010 1s intended to apply te a select group of key senior management
Generally, 1t 1s envisaged that the range of performance targets to be set under the SCI RSP 2010 and the SCI PSP
2010 will be different, with the latter emphasising stretched or strategic targets aimed at sustaining longer term
growth
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23 Employee share schemes (continued)

Share based payments (continued)

The 2010 Share Plans will provide mcentives to high performing key senior management and senior executives to
excel 1n therr performance and encourage greater dedication and loyalty to the SCI group Through the 2010 Share
Plans, SCI will be able to motivate key senior management and semor executives to continue to strive for the
Group’s long-term shareholder value In additon, the 2010 Share Plans aim to foster a greater ownership culture
within the Group which align the interests of Participants with the interests of Shareholders, and to improve
performance and achieve sustamable growth for SCI 1n the changing business environment

The 2010 Share Plans use methods fairly common among major local and multinational companies to incentivise
and motivate key senior management and senior executives to achieve pre-determined targets which create and
enhance economic value for Shareholders SCI believes that the 2010 Share Plans will be effective tools 1n
motivating key semor management and senior executives to strive to deliver long-term shareholder value

While the 2010 Share Plans cater principally to Group Executives, 1t 1s recognised that there are other persons who
can make significant contributions to the Group through their close working relationship with the Group Such
persons mnclude employees of associated companies over which SCI has operational control

A Participant’s awards under the 2010 Share Plans will be determined at the sole discretion of SCI’'s Committee In
considermg an award to be granted to a Participant who the Committee may take nto account, inter aha, the
Participant’s performance during the relevant period, and his capability, entrepreneurship, scope of responsibility
and skall set

The options are priced m Singapore dollars (S$)

Total expense recognised for share based payments during the year ended 31 December 2012 1s £266,000 (2011
£282,000)

Other information regarding the 2010 Share Plans and the expired Share Option Plan 15 as follows

{(a) Share Option Plan

Under the rules of the Share Option: Plan, participants who ceased to be employed by SCI or the associated company
by reason of 11l health, injury or disabihty, redundancy, retirement at or after the legal retirement age, retirement
before the legal retirement age, death, etc, or any other event approved by the Committee, may be allowed by the
Committee to retain their unexercised options The Committee may determine the number of shares compnised 1n
that option which may be exercised and the pertod during which such option shall be exercisable, bemng a penod not
later than the expiry of the exercise period in respect of that option Such option may be exercised at any time
notwithstanding that the date of exercise of such option falls on a date prior to the first day of the exercise pertod in
respect of such option

Other terms and conditions regarding the Share Option Plan are as follows-

1) The exercise price of the options can be set at market price or a discount to the market price not exceeding
20% of the market price n respect of options granted at the time of grant Market price 1s the volume-
weighted average price for the shares on the Singapore Exchange Securities Trading Limited (SGX-ST)
over the three consecutive trading days prior to grant date of that option For all options granted to date,
the exercise prices are set at market price

1) After the first 12 months of the tock-out period, SCI Group imposed a further vesting of 4 years for
managers and above for retention purposes

m) In 2012 and 2011, all options were settled by the 1ssuance of treasury shares

1v) The options granted expire after 5 years for non-executive directors and associated company’s employees
and 10 years for the employees of SCI Group
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23 Employee share schemes (continued)
Share based payments (continued)

(a) Share Option Plan (continued)

Share options, granted to executives and senior managers of the company, that existed at the end of the year were as
follows

No. of shares No. of shares Exercise
options options at price
Grant date at end of year  beginnmg of year (S$)* Exercise period
17 May 2004 - 61,000 099 18 May 2005 - 17 May 2014
22 November 2004 - 61,000 116 23 November 2005 - 22 November 2014
1 July 2005 75,000 81,000 237 2 July 2006 - 1 July 2015
21 November 2005 87,000 93,000 236 22 November 2006 - 21 November 2015
9 June 2006 93,000 93,000 252 10 June 2007 - 9 June 2016
255,000 389,000

* The exercise prices for outstanding share options prier to 8 August 2006 were adjusted as a result of SCI’s capital reducteon and cash
distnbutton exercise in 2006

The number and weighted average exercise prices of share options are as follows

2012 2011
Waeighted Weighted
average average
exercise price  Number of exercise price Number of
5% options S$ options
Qutstanding at the beginning of the year 2.00 389,000 203 497,500
Transferred out - - 252 (6,000)
Exercised dunng the year 1.19 (134,000) 212 (102,500)
Outstanding at the end of the year .42 255,000 200 389,000
Exercisable at the end of the year 242 255,000 200 389,000

Share options exercised m 2012 and 2011 were all settled by way of 1ssuance of treasury shares by SCI  Share
ophions were exercised on a regular basis throughout the year The weighted average share price during the year
was S35 24 (2011 534 65)

The options outstanding at the year end have an exercise price n the range of S$2 36 to S§2 52 and a weighted
average contractual life of 4 years
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23

Employee share schemes (continued)

Share based payments (continued)

(a) Share Option Plan (continued)

The fair value of the services received 15 measured using a Binomial model Measurement inputs and assumptions
are as follows

1July 21 November 9 June

2005 2005 2006

Fair value at measurement date S$0 60 S$0 60 530 60
Share price 58271 S$2 71 5%$293
Exercise price S32 68 S$2 67 S82 83
Expected volatility 295%-329% 277%-321% 282%-314%
Expected option life 25-55years 25-55years 25-535years
Expected dividends 207% 207% 290%
Risk free interest rate 19%-24% 27%-32% 28%-32%

The expected volatihty 1s based on the historical volatihty over the most recent pertod that 1s commensurate with the
expected life of the option

There are no market conditions associated with the share options grants Service conditions and non-market
performance conditions are not taken into account in the grant date fair value measurement of the services recerved

The total expense recogmsed during the year in relation to this scheme was £ml (2011 £fmil)

(b) Performance Share Plan

The terms and conditions of grants are as follows

1)

m)

Under the Performance Share Plan (“SCI PSP 2010™), the awards granted conditional on performance
targets are set based on medm-term corporate objectives at the start of each rollng three-year
performance qualifying pertod A specific number of performance shares shall be awarded at the end of the
three-year performance cycle depending on the extent of the achievement of the performance conditions
established at the onset

The performance levels were calibrated based on Wealth Added and Total Shareholder Return A
mimmum thresheld performance must be achieved to tngger an achievement factor, which mn tumn
determines the number of shares to be finally awarded Performance shares to be delivered will range
between 0% to 150% of the conditional performance shares awarded

To create alignment between senior management and other employees at the time of vesting SC1 PSP 2010
has in place a plan trigger Under this tngger mechamsm, the performance shares for the performance
pertod 2012 to 2014 will be vested to the semor management participants only 1f the resiricted stocks for
the performance period 2013 to 2014 are vested, subject to the achievement of the performance conditions
for the respective performance pertods

Sentor management participants are required to hold a mmimum percentage of the shares released to them
under the Performance Share Plan to maintain a beneficial ownership stake in the Group, for the duration of
their employment or tenure with the Group A maximum cap 1s set based on a multiple of the individual
partricipant’s Annual Base Salary Any excess can be sold off, but n the event of a shortfall, they have a
two calendar year period to meet the mmmimum percentage requirement
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23 Employee share schemes (continued)
Share based payments (continued)

(b) Performance Share Plan (continued)

Performance shares relating to SCI’s shares, awarded to certain employees of the company, that existed at the end of

the year were as follows
Ne of shares

No. of shares at

Award year at end of year beginning of year
2009 - 80,000
2010 80,000 80,000

§0,000 160,000

The details of performance shares awarded duning the year were as follows

2012

Number

Outstanding at the beginning of the year 160,000

Conditional shares awarded during the year 40,000
Condittonal shares released (120,000)

Lapsed duning the year -

Outstanding at the end of the year 80,000

The fair value of the services received is measured using a Monte Carlo simulation model at
Measurement imputs and assumptions are as follows

2009

Farr value at measurement date S3$2 14
Assumptions under the Monte Carlo model
Share price 88267
Expected volatility
- Sembcorp Industries Limited 39 9%
- Moergan Suanley Capital International

(“MSCI”) AC Asia Pacific excluding Japan

Industrals Index 33 9%
Correlation with MSCI 77 5%
Risk free interest rate 07%
Expected dividends 58%

2011
Number

240,000

(60,00(;)
(20,000)

160,000

the grant date

2010

S$2 71

584 19

321%

22 4%
80 7%
07%
338%

The expected volatihty 1s based on the histornical volatility over the most recent period that commensurate with the

expected hfe of the performance shares

The total expense recognised during the year 1n relation to this scheme was £37,000 (2011 £64,000)
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Share based payments (continued)

{c) Restricted Stock Plan

Under the Restricted Stock Plan (SCI RSP 2010), the awards granted condittonal on performance targets are set
based on corporate objectives at the start of each rolling two-year performance qualifymg period The performance
criteria for the restricted stocks are calibrated based on Return on Total Assets and Group Profit from Operations for
awards granted in 2012

A mmmum threshold performance must be achieved to trigger an achievement factor, which in turn determines the
number of shares to be finally awarded Based on the critena, restricted stocks to be delivered will range from 0%
to 150% of the conditional restricted stocks awarded

The managenal participants of the Group will be awarded restricted stocks under SCI RSP 2010, while the non-
managenal participants of the Group will receive their awards 1n an equivalent cash value

A specific number of restricted stocks shall be awarded at the end of the two-year performance cycle depending on
the extent of the achievement of the performance conditions estabhished at the onset There 1s a further vesting
period of three years after the performance period, during which one-third of the awarded shares are released each
year to manageral participants

Senter management participants are required to hold a mimimum percentage of the shares released to them under the
Restricted Stock Plan to mamtain a beneficial ownership stake 1n the Group, for the duration of their employment or
tenure with the Group A maximum cap 15 set based on a multiple of the ndividual participant’s Annual Base
Salary Any excess can be sold off, but in the event of a shortfall, they have a two calendar year period to meet the
minimum percentage requirement

Restricted stocks of SCI’s shares, awarded to certain employees of the company that existed at the end of the year
were as follows

No. of shares No. of shares at

Award year at end of year beginning of year
2008 - 37,396
2009 37,240 102,640
2010 79,130 133,300
2011 100,400 135,600
2012 103,600 -

320,370 408,936

The total number of restricted stocks outstanding, including awards achieved but not released, as at end 2012, was
320,370 Of this, the total number of restricted stocks m awards granted conditionally and representing 100% of
targets to be achieved, but not released was 204,000 Based on the multiplyming factor, the actual release of the
awards could range from zero to a maximum of 306,000 restricted shares

In 2012, additional 28,623 restricted shares were awarded for the over-achievement of the performance targets for
the performance period 2010 to 2011

34




Notes (continued)

23 Employee share schemes (continued)
Share based payments (continued)

(¢) Restricted Stock Plan (continued)

Sembcorp Utiliies (UK) Limited
Durectors’ report and financial statements
31 December 2012

The detatls of restricted stocks awarded during the year were as follows

Outstanding at the beginning of the year
Granted during the year

Awarded duning the year due to achrtevement
Transferred out

Released during the year

Shares deducted for prorated service period
Lapsed during the year

Outstanding at the end of the year

2012
Number

408,936
103,600
28,623

(195.221)
(17,404)
(8,164)

320,370

2011
Number

402,005
135,600
26,400

(39,667)

(111,702)

(3,700)

408,936

The far value of the services received 1s measured using a Monte Carlo simulation model at the grant date

Measurement inputs and assumptions are as follows

2008
Farr value at measurement date 583 07
Assumptions under the Monte Carlo model
Share price S84 26
Expected volatihty
- Sembcorp Industries Ltd 324%
~ Straits Time Index (“STI™) 15 9%
Correlation with STt 69 7%
Rusk free interest rate 09%-13%
Expected dividend 47%

2009 2010 2011 2012

S$2 28 S$$2 48 $$3 94 S84 61

$$2 67 S84 19 S$5 40 $85 16
3999% 321% 33 4% 28%

N/A N/A N/A N/A

N/A N/A N/A N/A
04%-10% 06%-09% 04%-07% 02%-04%
58% 3 8% 34% 35%

The expected volatility 1s based on the historical volatihty over the most recent period that commensurate with the

expected life of the restricted shares

The total expense recognised durng the year in relation to this scheme was £229,000 (2011 £218,000)

24 Derivative financial instruments

The company has derivative financial mstruments that 1t has not recogmised at fair value The fair values of these

mstruments at the year end were as follows

Commodity contracts
Interest rate swaps

2012
Assets Liabilhities Assets
£000 £000 £000
835 - 3,279
- (2,768) -
835 (2,768) 3,279

2011
Liabilities
£000

(2,190)
(3,445)

(5,635)
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24 Derivative financial instruments (continued)

Commodity contracts

The company 1s potentially exposed to commodity price risk, in particular to movements in power prices The
company seeks to manage 1its exposure to commodity price risk by entering into fixed price contracts where this 1s
appropnate As a result, exposures to changes in commodity prices are satisfactorily managed

Interest rate swaps

During the year the company refinanced its borrowings whereby the external bank loans were replaced with an
mter-company loan The inter-company loan also attracts interest at variable rates The company’s pohcy 1s to
manage its cost of borrowing predommmnantly through fixed rate debt The company uses interest rate swaps agreed
with other parties to generate the desired interest profile, agreeing to exchange, at specified intervals, the difference
between fixed rate and vaniable interest amounts calculated by reference to an agreed-upon notional principal At
the year end, 66% (2011 68%) of the company’s borrowings were at fixed rates after taking account of interest rate
swaps The directors are comfortable with this split given the company’s high cash balance

The company does not trade in financial instruments or enter into speculative commodity transactions

25 Ultimate parent company and parent undertalung of larger group of which the company is a
member

The company 15 a subsichary undertaking of Sembcorp Utilities Pte Ltd, registered in Singapore, which i turn 1s a
subsidhary of Sembcorp Industries Ltd

The largest group in which the results of the company are consolidated 1s that headed by Sembcorp Industries Ltd,
registered 1n Singapore The smallest group 1n which they are consohidated is that headed by Sembceorp Utilities Pte
Ltd The consohdated financial statements of these groups are available to the public and may be obtammed from 30
Hill Street, #05-04, Singapore 179360
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