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Strategic report

Principal activities

The Company provides industrial solutions to its customers by delivering a range of integrated services. The principal
elements are:

Energy Generation and supply of multi-grade steam and power from renewable and gas-
fired sources, and distribution and supply of natural gas.

Utilities Supply of demineralised, potable and raw water, compressed air, industrial gases
' and provision of effluent services.

Onsite logistics Asset management services through the provision of integrated stores, land,
buildings and warehousing, roads and way leaves, infrastructure, analytical and
environmental services.

Business model

Wilton International is one of the UK’s largest process manufacturing sites and is a key component of the wider
industrial platform of the Teesside chemical cluster. Wilton offers key infrastructure with the capacity to meet the
requirements of the largest industrial users, and with a supportive planning regime remains a prime location for future
development.

Sembcorp’s business model is executed through three integrated business streams. At the core is a growing renewable
energy portfolio.” This is aligned with national energy policy and allows the Company to leverage its position and
experience to maximise green benefits through the diversification of renewable fuels and feedstock, long-term supply
agreements and maximising operational outputs. The Company’s traditional energy and utility supply is being
constantly realigned to reflect ongoing UK power market conditions with the aim of optimising its generation and
distribution assets of the right size and flexibility to meet the operational demands of the industrial customer base,
leveraging the onsite generation benefits and where possible taking advantage of market positions through export of
power.

The Onsite Logistics business provides core shared services both to the Company and its customers including Site
Management, effluent services, roads/estate management and analytical and environmental services. In this business
the Company continues to support a number of development projects, companies and organisations with the aim of
increasing the uptake of development land at Wilton to a wide sustainable industrial base.

Business review and results
Performance

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

2021 2020

£000 £000
Turnover 262,484 183,164
Gross profit - including exceptional costs of £13,064,000 (2020: £nil) 3,770 26,078
Operating (loss)/profit - including net exceptional loss of £5,179,000 (2020: £853.000 gain) (2,107) 14,201
(Loss)/profit for the year - including net exceptional loss of £5,179,000 (2020: £853,000 gain) (2,668) 11,297
Operating profit margin - cxcluding nct exceptional loss of £5,179,000 (2020: £853,000 gain) 1.17% 7.29%

The directors are satisfied with the results for the year.
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Strategic report (continued)

Business review and results (continued)

The Company recorded a loss for the year of £2.7 million (2020: £11.3 million profit), including net exceptional loss
of £5.2 million (2020: £0.9 million gain) relating to site remediation provision of £13.1 million and £7.9 million gain
on sale of the Company’s interest in a proportion of its freehold land. Turnover for the year amounted to £262.5
million (2020: £183.2 million). Excluding the net exceptional loss, profit for the year was behind on the previous year
due to a decrease in power and steam volumes as well as spreads.

The balance sheet as at 31 December 2021 demonstrates that the financial position of the Company remains strong
with net assets of £92.4 million (2020: £86.7 million).

Key performance indicators

The Company uscs a number of financial and non-financial KPIs to measurc performance and these are reported both
at board leve! and to employees at briefing sessions. These KPIs include plant availability, average achieved price for
power and steam, delivery performance and a number of health and safety and employee related KPls. The board
considers that the Company has an effective measurement and reporting system, consistent with its size and
complexity.

As far as financial performance is concerned the key measurements used by the Company are turnover, operating
profit margin percentage, earnings before interest and taxation (EBIT), return on carrying value (ROCV) and return
on capital employed (ROCE).

Principal risks and uncertainties
The principal issues facing the Company include:

- the response of the Company’s customers on the Wilton site to the changing European and global economic
environment. The Company provides industrial solutions to customers predominantly on the Wilton site in
Teesside and as such the Company is reliant on these customers continuing in operational existence for the
foreseeable future and to remain at Wilton. Restructuring or reduction in output by customers will impact
the Company’s future performance and results, although this reliance has been reduced through investment
into assets such as the Wilton 10 biomass project, the SOMW condensing turbine and the 49MW energy from
waste facility at Wilton, working in partnership with waste management company Suez. Commercial
operation of this facility commenced at the end of December 2016.

Whilst the economic environment will always create an element of uncertainty, the Company’s forecasts and
projections show that it is well placed to manage its business risks successfully, despite the economic
uncertainty.

- potential exposure to movements in commodity prices, including power prices. This issue is further
discussed in the Treasury policies in the Directors’ report.

- 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 compliance with its
regulatory and environmental obligations on an ongoing basis; and

Covid-19

Although the Company’s response to Covid-19 has now become part of our “business as usual” process, we continue
work in line with UK Government’s latest guidance. The company, as part of the Sembcorp Encrgy UK Group,
remains committed to supporting efforts to limit the spread of Coronavirus (Covid-19) and the wellbeing of its
employees, customers, suppliers and the communities the Group serves remains its number one priority.
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Business review and results (continued)

Covid-19 (continued)

To date the impact of the Covid-19 pandemic on the Group’s day-to-day operations or performance has been modest,
with all of the Group’s core assets and infrastructure remaining in operation. Throughout the pandemic, the Group
did not “furlough” any of its employees.

Future developments

The directors remain confident that the Company will maintain a satisfactory level of performance in the future. An
ongoing investment programme of asset efficiency improvements and existing customer supply initiatives to improve
flexibility and reliability will deliver further operational and financial benefits. The Company continues on the journey
to leverage on the digitisation and innovation expertise within the wider Sembcorp group to create competitive
advantage and strengthen its position in the UK energy market. In addition, the Company has a proactive business
development strategy to attract new customers to the Wilton Site, increasing the sustainability of the Company’s
business model at Wilton.

We have aligned our business strategy with the UK’s carbon net-zero 2050 target. Our current asset portfolio is
already well positioned to support this agenda and all of our future plans are being designed to make net-zero a reality.

At our Wilton site we are exploring the potential for Carbon Capture, Usage and Sequestration (CCUS), partnering
with the Teesside industrial cluster (many of whom are our onsite customers) and supporting Net Zero Teesside (NZT),
which was formally launched in February 2020. Teesside has been identified by UK Government as part of one of
the potential CCUS clusters (The East Coast Cluster) and we are planning to be a key contributor to these future
developments.

As part of its Budget statement in March 2021, the UK Government announced that Teesport would be one of eight
“Freeport” areas to be set up across the UK. This announcement was immediately welcomed by the Group particularly
as 200 hectares of the Wilton International site have been designated as a tax site, attracting significant financial
benefits for inward investors who choose to build on the site in the coming years. This Freeport announcement should
promote regeneration in the region and is an excellent spur to sustainable inward investment and job creation. Teesside
has a long association with the chemical sector that has led to the creation of highly skilled roles, generating significant
value for the UK and helping to develop strong supply chains for the North east region.

At Wilton, the Group has development land available and an established “plug and play” infrastructure, enabling the -
benefits of a Freeport zone to be realised quickly as new investors will have the utilities they need as soon as they are
operational. The Group will continue to work with its partners in the region to make the Freeport a success. The
Group also believes that this announcement will support a transition to a low carbon economy and its own plans, and
those of its existing customers, to decarbonise its operations, as Teesside is also well placed to deliver on the
Government’s Net Zero targets.

The Company recognises that sustainability is the future of the global business and the UK operations adhere to the
wider Sembcorp Group’s purpose and passion of “do good and play our part in building a sustainable future”. The
Company’s purpose, known to its employees, is to be “a leading provider of sustainable solutions supporting the UK’s
transition to Net Zero.” The Company believes this will lead to sustainable, profitable growth and the development
of key capabilities to be shared with the Sembcorp group, will provide rewarding opportunities for employees and
will continue to create a cleaner world.
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Directors’ section 172 obligation

The directors of the Company, as those of all UK companies, must act in accordance with a set of general duties,
which are detailed in section 172 of the UK Companies Act 2006. A director of the Company must act in the way
they consider, in good faith, would be most likely to promote the success of the Company for the benefit of its
shareholders as a whole. As part of their induction, a director is briefed on their duties and they can access professional
advice on these, either from the Company Secretary or, if they judge it necessary, from an independent advisor.

The Company’s strategy prioritises organic growth by sclling scrvices to its existing clients and by bringing new
clients. To do this, the Company develops and maintains strong client relationships and through regular contact with
its clients, ensures that the Company continues to offer high quality services.

The Company’s suppliers are fundamental to its business operations. The Company values all of its relationships and
has long-term contract with its key suppliers. To ensure the Company manages it suppliers effectively, it looks to
reduce reliance on critical suppliers and mitigate risk. For operational suppliers the Company seeks to consolidate
spend, reduce transactions and consumption, and aims to have competing suppliers to maximise efficiency.

The Company places considerable value on the involvement of its employees and has continued to keep them regularly
informed on matters affecting them as employees and on the various factors affecting the performance of the
Company. This is achieved through direct communications, 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.

The Company operates in regulated markets and looks to maintain positive and open relationships with the relevant
regulators.

The Company is committed to making health and safety an integral part of its everyday business and culture, ensuring
full compliance with all statutory requirements right across the Sembcorp group. Through growing and innovating its
business solutions, the Company looks to minimise its environmental impact, ensuring the highest standard of
environmental management.

The Company recognises the social and environmental impact on the communities around it as a result of the
development and operation of its plants. Thercfore, the Company aims to contribute to the local communities through
a series of local charity initiatives and supporting employees on ‘give back’ days to invest in local community
initiatives. One of the main intentions of the Company is that it provides “Energy for Good” in its broadest sense and
to that end is looking to expand its community initiatives substantially in the next year and in particular on an energy
related project with a charity close to one of its sites.

By order of the board
Andy Koss Sembcorp UK Headquarters
Director Wilton International
Middlesbrough
Cleveland
TS90 8WS

3 October 2022
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Directors’ report

The directors present their directors’ report and financial statements for the year ended 31 December 2021.

The Company is a wholly owned subsidiary of Sembcorp Energy UK Limited, which is incorporated, domiciled and
registered in England in the UK. Sembcorp Energy UK Limited is a subsidiary undertaking of Sembcorp Utilities Pte
Ltd, which in turn is a subsidiary of Sembcorp Industries Ltd. Both Sembcorp Utilities Pte Ltd and Sembcorp
Industries Ltd are registered and incorporated in the Republic of Singapore and have their registered office at 30 Hill
Street, #05-04, Singapore 179360.

Treasury policies

The Company finances its activities with a combination of loans and cash. Other financial assets and liabilities, such
as trade debtors and trade creditors, arise directly from the Company’s operating activities. The Company also enters
into derivative transactions, including transactions to fix commodity prices. The purpose of these transactions is to
manage the commodity price risk arising from the Company’s operations. The Company does not trade in financial
instruments or enter into speculative commodity transactions. The main risks associated with the Company’s financial
assets and liabilities are set out below.

Interest rate risk

The Company had no borrowing at the current period end but aims to manages its exposure to interest rate risk through
the proportion of fixed and variable rate net debt. The proportion of floating rate debt would be kept at a minimum
and would be reviewed, in conjunction with Sembcorp group treasury, on an ad hoc basis and approved by the board
of directors.

Credit risk

The risk of financial loss due to a counterparty’s failure to honour its obligations arises principally in relation to
transactions where the Company enters into derivative or fixed price contracts requiring settlement by the other party.

Company policies are aimed at minimising 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 is not considered
to be significant.

Levels of overdue debts are monitored closely by management. A process for alerting management to operations
failing to meet monthly cash collection targets serves to reduce the likelihood 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 is spread across a number of approved financial
institutions.

Liquidity risk
The Company aims to mitigate liquidity 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 investment
appraisal process. In this way the Company aims to maintain a good credit rating to facilitate fund raising.

The inter-company loan of £29.5 million was repaid during the year and the Company did not have any borrowings
at 31 December 2021. Excess cash is only invested in financial instruments exposed to insignificant risk of changes
in market value, being placed on interest-bearing deposit with maturities fixed at no more than 6 months.

Price risk

The Company is exposed to commodity price risk, in particular to movements in power and gas prices. The Company
seeks to manage its exposure to commodity price risk by entering into fixed price contracts where this is appropnate
As a result, exposures to changes in commodity prices are satisfactorily managed.

It is, and has been throughout the period under review, the Company’s policy that no speculative trading in derivative
financial instruments shall be undertaken.
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Directors’ report (continued)

- Dividend
The directors do not recommend the payment of a dividend (2020: £nil).

Directors

The directors who held office during the year, and changes since the year end, were as follows:

A Koss

M T Patrick (appointed 3 March 2022)

K P Hobbs (appointed 3 March 2022)

C I McClay

D K Thompson )

S C Hands (resigned 14 June 2021)

M G Scrimshaw (resigned 17 September 2021)

All directors benefit from qualifying third party indemnity provisions in place during the financial year and at the date
of this report.

Employees

The Company places considerable value on the involvement of its employees and has continued to keep them informed
on matters affecting them as employees and on the various factors affecting the performance of the Company. This
is achieved through formal and informal meetings and the Company intranet. Employee representatives are consulted
regularly on a wide range of matters aftecting their current and future interests. ‘

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the
applicant concerned. In the event of members of staff becoming disabled every effort is made to ensure that their
employment with the Company continues and that appropriate training is arranged. It is the policy of the Company
that the training, career development and promotion of disabled persons should, as far as possible, be identical to that
of other employees.

Greenhouse gas emissions and energy consumption - unaudited

The Energy used by the Company (in MWh) during the year was as follow:

2021 . 2020
Gas ' 2,599,339 3,094,969
Transport 394 1,143
Total 2,599,733 3,096,112

The associated CO2 emissions amounted to 230,167 (2020: 268,390) tonnes.

The intensity measure used by the Company is tonnes of CO2 tonnes/MWh electricity exported and CO2 tonnes/MWh
heat exported. On these measures, the intensity values for the year were electricity exported 0.36 (2020: 0.36) and
heat 0.18 (2020: 0.18).

On the Wilton site the Company is accredited to ISO50001 which requires a commitment to having systems in place
to improve energy efficiency. Energy efficiency measures taken include the upgrade to the biomass plant flue gas
heat recovery unit which has increased heat recovery by 22,500 MWh, during the first full year of operation.
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Political contributions

The Company made no political donations or incurred any political expenditure during the year (2020: £nil).

Engagement with suppliers, customers and others in a business relationship with the Company

The Company’s strategy prioritises organic growth by selling services to its existing clients and by bringing new
clients into the Company. To do this, the Company develops and maintains strong client relationships and through
regular contact with its clients, ensures that the Company continues to offer high quality services.

The Company’s suppliers are fundamental to its business operations. The Company values all of its relationships and
has long-tcrm contract with its key supplicrs. To cnsurc the Company manages it supplicrs cffectively, it looks to
reduce reliance on critical suppliers and mitigate risk. For operational suppliers the Company seeks to consolidate
spend, reduce transactions and consumption, and aims to have competing suppliers to maximise efficiency.

The Company opcerates in regulated markets and looks to maintain positive and open relationships with the relevant
regulators.

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 is 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 is aware of that information.

Other information

An indication of likely future developments in the business and particulars of significant events which have occurred
since the end of the financial period have been included in the Strategic report.

Auditor
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG LLP
will therefore continue in office.

By order of the board

ALRE_

Andy Koss Sembcorp UK Headquarters
Director Wilton International
Middlesbrough

Cleveland

TS90 8WS

3 October 2022
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Statement of directors’ responsibilities in respect of the Annual report, the Strategic
report, the Directors’ report and the financial statements

The directors are responsible for preparing the Annual report, the Strategic report, 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 they have
elected to prepare the financial statements in accordance with UK accounting standards and applicable law (UK
Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework.

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:

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

e state whether applicable UK accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

e assess the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and

e use the going concern basis of accounting unless they either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
cnable them to ensure that the financial statements comply with the Companics Act 2006. They arc responsible for
such internal control as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error, and 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
irregularities.
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KPMG LLP

1 Sovereign Square
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Leeds
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Independent auditor’s report to the members of Sembcorp Utilities (UK) Limited
Opinion
We have audited the financial statements of Sembcorp Ultilities (UK) Limited (“the Company”) for the year ended

31 December 2021 which comprise the Profit and Loss Account, Statement of Other Comprehensive Income,
Balance Sheet, Statement of Changes in Equity and related notes, including the accounting policies in note 1.

In our opinion the financial statements:

e give atrue and fair view of the state of the Company’s affairs as at 31 December 2021 and of its loss for the
year then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 101 Reduced
Disclosure Framework; and .

e 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 are described below. We have fulfilled our ethical responsibilities under, and
are independent of the Company in accordance with, UK ethical requirements including the FRC Ethical Standard.
We believe that the audit evidence we have obtained is a sufticient and appropriate basis for our opinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate
the Company or to cease its operations, and as they have concluded that the Company’s financial position means
that this is realistic. They have also concluded that there are no material uncertainties that couid have cast
significant doubt over its ability to continue as a going concern for at least a year from the date of approval of the
financial statements (“the going concern period™).

In our evaluation of the directors’ conclusions, we considered the inherent risks to the Company’s business model
and analysed how those risks might affect the Company’s financial resources or ability to continue operations over
the going concern period.

Our conclusions based on this work:
e we consider that the directors’ use of the going concem basis of accounting in the preparation of the financial
statements is appropriate;

e we have not identified, and concur with the direclors’ assessment that there is not, a material uncertainty
related to events or conditions that, individually or collectively, may cast significant doubt on the Company’s
ability to continue as a going concern for the going concern period.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes
that are inconsistent with judgements that were reasonable at the time they were made, the above conclusions are
not a guarantee that the Company will continue in operation.

Fraud and breaches of laws and regulations — ability to detect

Identifving and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions that could

indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk assessment
procedures included:

e Enquiring of directors as to the Company’s high-level policies and procedures to prevent and detect fraud, as
well as whether they have knowledge of any actual, suspected or alleged fraud.

e Reading management minutes.
¢ Considering remuneration incentive schemes and performance targets for management and directors.
e  Using analytical procedures to identify any unusual or unexpected relationships.
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(continued)

Fraud and breaches of laws and regulations — ability to detect (continued)
Identifying and responding to risks of material misstatement due to fraud (continued)

We communicated identified fraud risks throughout the audit team and remained alert to any indications of fraud
throughout the audit.

As required by auditing standards, and taking into account possible pressures to meet profit targets, our overall
knowledge of the control environment and particular opportunity at the period end, we perform procedures to
address the risk of management override of controls and the risk of fraudulent revenue recognition, in particular
the risk that revenue and accrued income is recorded in the wrong period and the risk that management may be in
a position to make inappropriate accounting entries and the risk of bias in accounting estimates such as pension
assumptions and provisions.

We did not identify any additional fraud risks.
We performed procedures including:

e Identifying journal entries to test based on risk criteria and comparing the identified entries to supporting
documentation. These included unusual journals posted to revenue, cash and borrowing accounts.

e Evaluated the business purpose of significant unusual transactions.

e Using our collective knowledge and experience, assessing whether the judgements made in making
accounting estimates are indicative of a potential bias.

ldentifying and responding to risks of material misstalement related to compliance with laws and regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect on the
financial statements from our general commercial and sector experience, through discussion with the directors and
other management (as required by auditing standards). and from inspection of the Company’s regulatory and legal
correspondence and discussed with the directors and other management the policies and procedures regarding
compliance with laws and regulations.

We communicated identified laws and regulations throughout our team and remained alert to any indications of
non-compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the Company is subject to laws and regulations that directly affect the financial statements including
financial reporting legislation (including related companies legislation), distributable profits legislation, pension
legislation and taxation legislation and we assessed the extent of compliance with these laws and regulations as
part of our procedures on the related financial statement items.

Secondly, the Company is subject to many other laws and regulations where the consequences of non-compliance
could have a material effect on amounts or disclosures in the financial statements, for instance through the
imposition of fines or litigation. We identified the following areas as those most likely to have such an effect:
health and safety, data protection laws, anti-bribery and corruption, employment law, money laundering,
environmental protection legislation and certain aspects of company legislation recognising the nature of the
Company’s activities and its legal form. Auditing standards limit the required audit procedures to identify non-
compliance with these laws and regulations to enquiry of the directors and other management and inspection of
regulatory and legal correspondence, if any. Therefore if a breach of operational regulations is not disclosed to us
or evident from relevant correspondence, an audit will not detect that breach.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some
material misstatements in the financial statements, even though we have properly planned and performed our audit
in accordance with auditing standards. For example, the further removed non-compliance with laws and
regulations is from the events and transactions reflected in the financial statements, the less likely the inherently
limited procedures required by auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls. Our audit
procedures are designed to detect material misstatement. We are not responsible for preventing non-compliance
or fraud and cannot be expected to detect non-compliance with all laws and regulations.
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(continued)

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based
on our financial statements audit work, the information therein is materially misstated or inconsistent with the
financial statements or our audit knowledge. Based solely on that work:

. we have not identified material misstatements in the strategic report and the directors’ report;

. in our opinion the information given in those reports for the financial year is consistent with the financial
statements; and

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report to you if, in our opinion:

. adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

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

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

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

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 8, the directors are responsible for: the preparation of
the financial statements and for being satisfied that they give a true and fair view; such internal control as they
determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error; assessing the Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern; and using the going concern basis of accounting unless they either
intend to liquidate the Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not 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 aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’'s website at
www.frc.org.uk/auditorsresponsibilities.




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

The purpose of our audit work and to whom we owe our responsibilities

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.

9&/0:\04 B/ upn

Frances Simpson (Senior Statutory Auditor) 4 October 2022
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

| Sovereign Square

Sovereign Street

Leeds

LS1 4DA



Profit and Loss Account
Jor the year ended 31 December 2021

Turnover
Cost of sales - including exceptional costs of
£13,064,000 (2020: £nil)

Gross profit

Administrative expenses

Other operating income ~ including an exceptional gain of
£7,885,000 (2020: £853,000)

Operating (loss)/profit

Other interest receivable and similar income
Other finance income

Interest payable and similar expenses

(Loss)/profit before taxation
Tax on (loss)/profit

(Loss)/profit for the financial year

Statement of Other Comprehensive Income

Jfor the year ended 31 December 2021

(Loss)/profit for the financial year

Other comprehensive income
Items that will not be reclassified to profit or loss:
Remeasurement of defined benefit asset

Income tax on items that will not be reclassified to profit and loss

Other comprehensive income for the year, net of income tax

Total comprehensive income for the year
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Note

4-7
11

Note

27
11

2021 2020
£000 £000
262,484 183,164
(258,714  (157,086)
3,770 26,078
(14,998) (13,973)
9,121 2,096
(2,107) 14,201
140 1,454
9 117
(221 (644)
(2,179) 15,128
(489) (3,831)
(2,668) 11,297
2021 2020
£000 £000
(2,668) 11,297
10,986 (6,358)
(2,829) 1,208
8,157 (5,150)
5,489 6,147




Balance Sheet
at 31 December 2021
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Note 2021
£000 £000 £000 £000
Fixed assets
Intangible assets 13 39,151 11,799
Tangible assets 14 58,186 68,739
Investment property 15 3,726 3.820
[nvestments in subsidiary 16 - =
101,063 84,358
Current assets
Stocks : 17 5,911 5,453
Debtors 18 106,533 32,786
Contract asset 19 9,663 2,842
Cash at bank and in hand 17,149 48,084
139,256 89,165
Creditors: amounts falling due within one year 20 (131,866) (45,256)
Net current assets 7,390 43,909
Total assets less current liabilities 108,453 128,267
Creditors: amounts falling due after more than one
year 21 3,674) (32,986)
Provisions for liabilitics 22 (24,694) (8,692)
Net assets excluding pension assets 80,085 86.589
Pension assets 27 12,369 124
Net assets including pension assets 92,454 86,713
Capital and reserves
Called up share capital 23 31,900 31,900
Share-based payments reserve (975) (1,227)
Profit and loss account 61,529 56,040
Shareholders’ funds 92,454 86,713

These financial statements were approved by the board of directors on 3 October 2022 and were signed on its behalf
by: ’

ACRE_

Andy Koss
Director

Company registered number: 4636301



Statement of Changes in Equity

At | January 2020

Profit for the year

Other comprehensive income
Remeasurement of defined benefit asset
Deferred tax arising on gain on the pension scheme

Total comprehensive income for the year

Transactions with owners, recorded directly in equity
Equity settled share based payment transactions

At 31 December 2020

At 1 January 2021

Loss for the year

Other comprehensive income
Remeasurement of defined benefit asset
Deferred tax arising on gain on the pension scheme

Total comprehensive income for the year

Transactions with owners, recorded directly in equity
Equity settled share based payment transactions

At 31 December 2021

Sembcorp Utilities (UK) Limited
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Share-based Profit
Share payments and loss
capital reserve account
£000 £000 £000
31,900 (1,204) 49,893
- - 11,297
- - (6,358)
- - 1,208
- - 6,147
- 23) -
31,900 (1,227) 56,040
31,900 (1,227) 56,040
- - (2,668)
- - 10,986
- - (2,829)
- - 5,489
- 252 -
31,900 ©975) 61,529

Total
£000

80,589

11,297

(6,358)
1,208

6,147

(23)

86,713

—_—

86,713

(2,668)

10,986
(2,829)

5,489

252

92,454
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Notes
(forming part of the financial statements)

1 Accounting policies

Sembcorp Utilities (UK) Limited (“the Company™) is a private company, limited by shares, incorporated, domiciled
and registered in England in the UK. The registered number is 4636301 and the registered office is Sembcorp UK
Headquarters, Wilton International, Middlesbrough, Cleveland, TS90 8WS.

The Company is exempt by virtue of s400 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 its group.

These financial statements are presented in pound sterling, which is the Company’s functional currency. All amounts
have been rounded to the nearest thousand, unless otherwise indicated.

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

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of UK-adopted international accounting standards (“UK-adopted IFRSs™), but makes amendments
where necessary in order to comply with the Companies Act 2006 and has set out below where advantage of the FRS
101 disclosure exemption has been taken.

The Company’s intermediate parent undertaking, Sembcorp Energy UK Limited, included the Company in its
consolidated financial statements. The consolidated financial statements of Sembcorp Energy UK Limited are
prepared in accordance with UK-adopted International Financial Reporting Standards and are available to the public
and may be obtained from Sembcorp UK Headquarters, Wilton International, Middlesbrough, Cleveland TS90 8WS.

In these financial statements, the Company has applied the exempltions available under FRS 101 in respect of the
following disclosures:

e  Cash Flow Statement and related notes;
e  Certain disclosures regarding revenue;
e  Certain disclosures regarding leases;

e Comparative period reconciliations for share capital, tangible fixed assets, intangible assets and investment
propertics;

e Disclosures in respect of transactions with wholly owned subsidiaries;

e Disclosures in respect of capital management;

e The effects of new but not yet effective IFRSs; and

* Disclosures in respect of the compensation of Key Management Personnel.

As the consolidated financial statements of Sembcorp Energy UK Limited include the equivalent disclosures, the
Company has also taken the exemptions under FRS 101 available in respect of the following disclosures:

e [FRS 2 Share based payments in respect of group settled share based payments; and

e  Certain disclosures required by IFRS 13 Fair value measurement on the disclosures required by /FRS 7 Financial
instrument disclosures.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented
in these financial statements.

Judgements made by the directors, in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are discussed in note
2.
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Notes (continued)
1 Accounting policies (continued)

Measurement convention

The financial statements are prepared on the historical cost basis except that certain financial assets and financial
liabilitics (including derivatives) are mecasured at fair value through the profit or loss.

Going concern

The Company’s business activities, together with the factors likely to affect its future development, performance and
position are set out in the Strategic report. The financial position of the Company, its cash flows, liquidity position,
borrowing facilities and details surrounding the Company’s objectives; its financial risk management objectives;
details of its financial instruments and hedging activities; and its exposures to credit risk and liquidity risk are also
described in the Strategic report and Directors’ report.

As at 31 December 2021 the Company had no external borrowings and cash at bank at 31 July 2022 was £36,335,000.
The Board of Sembcorp Utilities (UK) Limited prepared forecasts for the period to 31 December 2023. In doing so,
the Board considered events throughout this period concluded there were no specific events that bring into question
the appropriateness of the going concern conclusion reached.

Management’s assessment took account of reasonably possibie changes in trading performance, including severe but
plausible downside sensitivities. Under all scenarios considered, the Company is expected to have a sufficient level
of financial resources to meet its liabilities as they fall due.

The directors are confident that the Company will have sufficient funds to continue to meet its liabilities as they fall
due for at least 12 months from the date of approval of the financial statements. Accordingly, they continue to prepare
the financial statements on a going concern basis.

Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currencies at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated
at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value was
determined. Foreign exchange differences arising on translation are recognised in the profit and loss account except
for differences arising on the retranslation of qualifying cash flow hedges, which are recognised in other comprehensive
income.

Financial instruments
i) Recognition and initial measurement

Trade receivables and debt securities issued are initially recognised when they are originated. All other financial assets
and financial liabilities are initially recognised when the Company becomes a party to the contractual provisions of
the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability is
initially measured at fair value plus, for an item not at fair value through profit or loss (FVTPL), transaction costs that
are directly attributable to its acquisition or issue. A trade receivable without a significant financing component is
initially measured at the transaction price.



Sembcorp Utilities (UK) Limited
Annual report and financial statements
31 December 2021

Notes (continued)
1 Accounting policies (continued)

Financial instruments (continued)

(i) Classification and subsequent measurement
Financial assets

(a) Classification

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI — debt investment; FVOCI
— equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its business
model for managing financial assets in which case all affected financial assets are reclassified on the first day of the
first reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets both of the following conditions:
- it is held within a business mode! whose objective is to hold assets to collect contractual cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions:

- it is held within a business mode! whose objective is achieved by both collecting contractual cash flows and
selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect to
present subsequent changes in the investment’s fair value in OCI. This election is made on an investment-by-
investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at FVTPL.
This includes all derivative financial assets.

Investments in subsidiaries are carried at cost less impairment.
(b) Subsequent measurement and gains and losses

Financial assets at FVTPL - these assets (other than derivatives designated as hedging instruments) are subsequently
measured at fair value. Net gains and losses, including any interest or dividend income, are recognised in profit or
loss.

Financial assets at amortised cost - These assets are subsequently measured at amortised cost using the effective
interest method. The amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and
losses and impairment are recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or
loss.

Debt investments at FVOCI - these assets are subsequently measured at fair value. Interest income calculated using
the effective interest method, foreign exchange gains and losses and impairment are recognised in profit or loss. Other
net gains and losses are recognised in OCI. On derecognition, gains and losses accumulated in OCI are reclassified
to profit or loss.

Equity investments at FVOCI - these assets are subsequently measured at fair value. Dividends are recognised as
income in profit or loss unless the dividend clearly represents a recovery of part of the cost of the investment. Other
net gains and losses are recognised in OCI and are never reclassified to profit or loss.
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Notes (continued)

1 Accounting policies (continued)
Financial instruments (continued)

(ii) Classification and subsequent measurement (continued)

Financial liabilities and equity

Financial instruments issued by the Company are treated as equity 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 liabilities with another party under conditions that are potentially
unfavourable to the Company; and

(b) where the instrument will or may be settled in the Company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the Company’s own equity instruments
or is 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 its own equity instruments.

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

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at
FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial recognition. Financial
liabilitics at FVTPL are measured at fair value and net gains and losscs, including any interest cxpense, arc recognised
in profit or loss. Other financial liabilities are subsequently measured at amortised cost using the effective interest
method. Interest expense and foreign exchange gains and losses are recognised in profit or loss. Any gain or loss on
derecognition is also recognised in profit or loss.

Intra-group financial instruments

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within
its group, the Company considers these to be insurance arrangements and accounts for them as such. In this respect,
the Company treats the guarantee contract as a contingent liability until such time as it becomes probable that the
Company will be required to make a payment under the guarantee.

(iiii) Derivative financial instruments and hedging
Derivative financial instruments

Derivative financial instruments are recognised at fair value. The gain or loss on remeasurement to fair value is
recognised immediately in profit or loss. However, where derivatives qualify for hedge accounting, recognition of
any resultant gain or loss depends on the nature of the item being hedged.

(iv) Impairment

The Company recognises loss allowances for expected credit losses (ECLs) on financial assets measured at amortised
cost, debt investments measured at FVOCI and contract assets (as defined in IFRS 15).

The Company measures loss allowances at an amount equal to lifetime ECL, except for other debt securities and bank
balances for which credit risk (i.e. the risk of default occurring over the expected life of the financial instrument) has
not increascd significantly since initial recognition, which are measured as 12-month ECL.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset has increascd significantly since initial recognition and
when estimating ECL, the Company considers reasonable and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the
company’s historical experience and informed credit assessment and including forward-looking information.
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Notes (continued)

1 Accounting policies (continued)

Financial instruments (continued)

(iv) Impairment (continued)
The Company considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the company in full, without recourse by the Company
to actions such as realising security (if any is held); or

- the financial asset is more than 90 days past due.
Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months after
the reporting date (or a shorter period if the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over which the Company
is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash
flows that the company expects to receive). ECLs are discounted at the effective interest rate of the financial asset.

Credit-impaired financial assets

At cach reporting date, the Company asscsscs whether financial assets carricd at amortised cost and debt sccurities at
FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental
impact on the estimated future cash flows of the financial asset have occurred.

Write-offs

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there is no
realistic prospect of recovery.

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 is provided on all tangible fixed assets, other than freehold land and assets under construction,
at rates calculated to write off the cost, less estimated residual value, of each asset on a straight-line basis over its
expected useful life, as follows:

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

Cost includes directly attributable finance costs.
Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.

Major boiler and pipeline overhauls, which extend the economic life ot the assets in question, are capitalised and
depreciated over the uscful economic life to which the overhaul relates, being the period up to the next scheduled
major overhaul.

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.
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1 Accounting policies (continued)

Intangible assets, goodwill and negative goodwill

Research and development - Expenditure on research activities is recognised in the profit and loss account as an
expensc as incurred.

Expenditure on development activities is capitalised if the product or process is technically and commercially feasible
and the Company intends and has the technical ability and sufficient resources to complete development, future
economic benefits are probable and if the Company can measure reliably the expenditure attributable to the intangible
asset during its development. Development activities involve a plan or design for the production of new or
substantially improved products or processes. The expenditure capitalised includes the cost of materials, direct labour
and an appropriate proportion of overheads and capitalised borrowing costs. Other development expenditure is
recognised in the profit and loss account as an expense as incurred. Capitalised development expenditure is stated at
cost less accumulated amortisation and less accumulated impairment losses.

Carbon trading - Carbon allowances purchased by the Company are stated at cost and are accounted for as intangible
assets. Quantities of allowances received are also accounted for as intangible assets with a related deferred income
balance in the balance sheet at their estimated recoverable value. The liability for carbon allowances to be surrendered
with regards emissions in the year is accounted for within creditors: amounts due within one year.

Other intangible assets - Expenditure on internally generated goodwill and brands is recognised in the profit and loss
account as an expensc as incurred.

Amortisation

Amortisation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of
intangible assets unless such lives are indefinite. Intangible assets with an indefinite useful life and goodwill are
systematically tested for impairment at each balance sheet date. Other intangible assets are amortised from the date
they are available for use.

Renewable Obligations Certificates (ROCs)

The Company is able to claim ROCs from the Office of Gas and Electricity Markets (“OFGEM?”) as a result of burning
renewable fuels. ROCs are recognised once the Company has met the conditions attaching to their receipt and there
is reasonable assurance that these will be received. A market exists for the sale of ROCs. ROCs are recorded at
market value and included within Contract assets in the balance sheet where the Company has entered into an
agreement with a third party for their subsequent sale. Income from the sale of ROCs is credited to turnover once the
once the conditions attaching to their sale have been satisfied.

Investment properties

Investment properties are properties which are held either to earn rental income or for capital appreciation or for both.
Investment properties are stated at cost less accumulated depreciation and accumulated impairment where applicable.
Land is not depreciated.

Government grants

Capital based government grants are included within accruals and deferred income in the balance sheet and credited
to the profit and loss account over the estimated useful economic lives of the assets to which they relate.

Stocks

Stocks are stated at the lower of cost and net realisable value. In determining the cost of raw materials and
consumables, the weighted average purchase price is used. Net realisable value is based on estimated selling prices
less further costs expected to be incurred.

21



Sembcorp Utilities (UK) Limited
Annual report and financial statements
31 December 2021

Notes (continued)

1 Accounting policies (continued)

Impairment of non-financial assets excluding inventories, investment properties and deferred tax assets

The carrying amounts of the Company’s non-financial assets, other than inventories, investment properties and
deferred tax assets, are reviewed at each reporting date to determine whether there is any indication of impairment. If
any such indication exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs
to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset.
For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest
group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of
other asscts or groups of assets (the “cash-generating unit”).

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss.

In respect of other assets, impairment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

Employee benefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans are recognised as an expense in the profit and loss account in the
periods during which services are rendered by employees.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company’s net
obligation in respect of defined benefit pension plans is calculated by estimating the amount of future benefit that
employees have earned in return for their service in the current and prior periods; that benefit is discounted to
determine its present value, and the fair value of any plan assets (at bid price) are deducted. The Company determines
the net interest on the net defined benefit liability/(asset) for the period by applying the discount rate used to measure
the defined benefit obligation at the beginning of the annual period to the net defined benefit liability/(asset). '

The discount rate is the yield at the reporting date on bonds that have a credit rating of at least AA that have maturity
dates approximating the terms of the Company’s obligations and that are denominated in the currency in which the
benefits are expected to be paid.

Remeasurements arising from defined benefit plans comprise actuarial gains and losses, the return on plan assets
(excluding interest) and the effect of the asset ceiling (if any, excluding interest). The Company recognises them
immediately in other comprehensive income and all other expenses related to defined benefit plans in employee benefit
expenses in profit or loss.
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1 Accounting policies (continued)
Employee benefits (continued)
Defined benefit plans (continued)

When the benefits of a plan are changed, or when a plan is curtailed, the portion of the changed benefit related to past
service by employees, or the gain or loss on curtailment, is recognised immediately in profit or loss when the plan
amendment or curtailment occurs.

The calculation of the defined benefit obligations is performed by a qualified actuary using the projected unit credit
method. When the calculation results in a benefit to the Company, the recognised asset is limited to the present value
of benefits available in the form of any future refunds from the plan or reductions in future contributions and takes into
account the adverse effect of any minimum funding requirements.

Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service
is provided. A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing
plans if the Company has a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

Termination benefits

Termination benefits are recognised as an expense when the Company is demonstrably committed, without realistic
possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal retirement date,
or to provide termination benefits as a result of an offer made to encourage voluntary redundancy. Termination
benefits for voluntary redundancies are recognised as an expense if the Company has made an offer of voluntary
redundancy, it is probable that the offer will be accepted, and the number of acceptances can be estimated reliably. If
benefits are payable more than 12 months after the reporting date, then they are discounted to their present value.

Share-based payment transactions

Where the Company’s parent grants rights to its equity instruments to the Company’s employees, which are accounted
for as equity-settled in the consolidated accounts of the parent, the Company account for these share-based payments
as equity-settled. Amounts recharged by the parent are recognised as a recharge liability with a corresponding entry
to equity. The entries to equity are recognised in the share based payment reserve, which represents a component of
total profit and loss reserves.

Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as a
result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects risks specific to the liability.

Turnover

Turnover is measured at the fair value of the consideration received or receivable, and represents amounts receivable
for Energy or Onsite Logistics services provided in the normal course of business, net of VAT and other sales-related
taxes. The company recognises turnover when performance obligations have been satisfied and for the Company this
is when Energy or Onsite Logistics services have transferred to the customer and the customer has control of these.

Turnover relating to Energy includes the supply of heat and power from both renewable and fossil fuel sources; the
provision for analytical services; and the supply of water and industrial gases. Onsite logistics turnover includes asset
management services through the provision of integrated stores, warehousing, infrastructure and environmental
services.

Energy and Onsite Logistics sales contracts each have one performance obligation, being the provision of the utility
product or service respectively. The transaction price is based on contractual amounts across the period over which
the product or service is supplied. Therefore all revenue streams are recognised over time.
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1 Accounting policies (continued)
Expenses and Income
Interest receivable and Interest payable

Interest payable and similar charges include interest payable, finance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on provisions,
and net foreign exchange losses that are recognised in the profit and loss account (see foreign currency accounting
policy). Borrowing costs that are directly attributable to the acquisition, construction or production of an asset that
takes a substantial time to be prepared for use, are capitalised as part of the cost of that asset. Other interest receivable
and similar income include interest receivable on funds invested and net foreign exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.

Dividend income is recognised in the profit and loss account on the date the entity’s right to receive payments is
established.

Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, in
‘which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on temporary differences between the carrying amounts of asscts and liabilitics for financial
reporting purposes and the amounts used for taxation purposes. The amount of deferred tax provided is based on the
expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the temporary difference can be utilised.

Leases

At the inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration.

As a lessee

At commencement or on modification of a contract that contains a lease component, along with one or more other
lease or non-lease components, the Company accounts for each lease component separately from the non-lease
components. However, for the leases of property. the Company has elected not to separate non-lease components and
account for the lease and non-lease components as a single lease component. The Company allocates the consideration
in the contract to each lease component on the basis of its relative stand-alone price and the aggregate stand-alone
price of the non-lease components.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs to
dismantle and remove the underlying asset or to restore the underlying asset or the site on which it is located, less any
lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the
end of the lease term, unless the lease transfers ownership of the underlying asset 1o the Company by the end of the
lease term or the cost of the right-of-use asset reflects that the Company will exercise a purchase option. In that case
the right-of-use asset will be depreciated over the useful life of the underlying asset, which is determined on the same
basis as those of property and equipment. In addition, the right-of-use asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasurements of the lease liability.

24



Sembcorp Utilities (UK) Limited
Annual report and financial statements
31 December 2021

Notes (continued)

1 Accounting policies (continued)
Leases (continued)

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined,
the Company's incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise the following:

- fixed payments, including in-substance fixed payments;

- variable leasc payments that depend on an index or a rate, initially measured using the index or ratc as at the
commencement date

- amounts expected to be payable under a residual value guarantee; and

- the exercise price under a purchase option that the Company is reasonably certain to exercise,

- lease payments in an optional renewal period if the Company is reasonably certain to exercise an extension option,
and

- penalties for early termination of a lease unless the Company is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a
change in future lease payments arising from a change in an index or rate, there is a change in the Company’s estimate
of the amount expected to be payable under a residual value guarantee, if the Company changes its assessment of
whether it will exercise a purchase, extension or termination option or if there is a revised in-substance fixed lease
payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the
right-of-use asset, to the extent that the right-of-use asset is reduced to nil, with any further adjustment required from
the remeasurement being recorded in profit or loss.

The Company presents right-of-use assets that do not meet the definition of investment property in 'property, plant
and equipment’ and lease liabilities in 'loans and borrowings' in the statement of financial position.

Short-term leases and leases of low-value assets

The Company has elected not to recognise right-of-use assets and lease liabilities for lease of low-value assets and
short-term leases. The Company recognises the lease payments associated with these leases as an expense on a
straight-line basis over the lease term.

As a lessor

At inception or on modification of a contract that contains a lease component and one or more additional lease or non-
lease components, the Company allocates the consideration in the contract applying IFRS 15.

When the Company acts as a lessor, it determines at lease inception whether each lease is a finance lease or an
operating lease. :

To classify each lease, the Company makes an overall assessment of whether the lease transfers substantially all of
the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a finance
lease; if not, then it is an operating lease. As part of this assessment, the Company considers certain indicators such
as whether the lcase is for the major part of the economic life of the asset.

When the Company is an intermediate lessor, it accounts for its interests in the head lease and the sub-lease separately.
It assesses the lease classification of a sub-lease with reference to the right-of-use asset arising from the head lease,
not with reference to the underlying asset.

The Company applies the derecognition and impairment requirements in IFRS 9 to the net investment in the lease (see
the financial instruments note). The Company further regularly reviews estimated unguaranteed residual values used
in calculating the gross investment in the lease.

The Company recognises lease payments received under operating leases as income on a straight-line basis over the
lease term as part of ‘other revenue’.
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2

Significant accounting judgements and key sources of estimation uncertainty

Judgements and estimates are required in the process of applying the Company’s accounting policies based on
available information, which may have a significant effect on the financial statements or a significant risk of material
adjustment in the following year. Estimates and underlying assumptions arc reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the estimates are revised and only future periods affected.

Key areas of judgement and sources of estimation uncertainty:

3

Carrying value of tangible fixed assets and intangible assets

The depreciation and amortisation charges, and hence the carrying amount of tangible fixed assets and intangible
assets are determined in the estimated useful economic lives of the assets. These estimates are based on advice
and the Company’s experience of similar assets.

Defined benefit pension obligations

Determining the Company’s defined benefit pension scheme obligations and scheme assets requires
assumptions to be made including price inflation, mortality and other demographic assumptions. These
assumptions are largely dependent on factors outside of the Company’s control, further details are set out in
note 27.

Provisions

The Company has made a provision in relation to certain legacy site remediation obligations. This provision
requires management’ best estimate of the costs that will be incurred based on legislative and contractual
requirements. As explained in note 22 this provision has been determined based on information available at the
date of approving these financial statements with reference to external quotes from suppliers as well as
managements best estimate of the costs to complete the remediation works. Given the magnitude of the project
there is a possibility that the final costs may be materially different by +/- 25%.

Turnover

All turnover arises from the principal activities of the Company, which are carried out in the United Kingdom.

Analysis of turnover by category:

2021 2020
£000 £000
Energy and Utilities 255,470 175,852
Onsite Logistics . 7,014 7,312
262,484 183,164

Timing of revenue recognition:
2021 2020
£000 £000
Products and services transferred over time 262,484 183,164
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4 Other operating income
2021 2020
£000 £000
Gain on disposal of freehold land and investment property 7,885 853
Rental income 1,236 1,243
9,121 2,096

The gain arsing on the sale of the Company’s interest in its frechold land and investment property has been presented
as an exceptional gain in the profit and loss on the basis of its quantum, and its non-recurring nature.

S Expenses and auditor’s remuneration

2021 2020

£000 £000
Depreciation of tangible fixed assets 14,069 13,431
Amortisation of intangible fixed assets 85 3
Impairment/(reversal of impairment) loss on inventories 176 (65)
Site remediation costs 13,064 -
Management fees charged to a fellow group undertaking (3,874) (2,753)
Management fees charged by parent undertaking 828 722

The provision for site remediation costs has been presented as an exceptional cost in the profit and loss on the basis
of its quantum, and its non-rccurring naturc.

Auditor’s remuneration:

2021 2020
£000 £000
Audit of these financial statements : 106 106

Amounts receivable by the Company’s auditor and its associates in respect of services to the Company and its
associates, other than the audit of the Company’s financial statements, have not been disclosed as the information is
required instead to be disclosed on a consolidated basis in the consolidated financial statements of the Company’s
parent, Sembcorp Energy UK Limited.

6 Directors remuneration
2021 2020
£000 £000
Directors’ emoluments 623 623
Amounts receivable under long term incentive schemes 159 (2)
Company contribution to money purchase pension scheme 15 13

Directors’ emoluments include £nil (2020: £80,000) paid by a related group undertaking and recharged to the
Company. Directors’ emoluments and amounts receivable under long term incentive schemes exclude amounts paid
by the Company, and recharged to a fellow group undertaking, in respect of the directors’ services to that group
undertaking.
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6 Directors remuneration (continued)

The aggregate of remuneration and amounts receivable under long term incentive schemes of the highest paid director
was £382,000 (2020: £162,000), and Company pension contributions of £nil (2020: £nil) were made to a money
purchase scheme on his/her behalf.

Number of directors

2021 2020
Retirement benefits are accruing to the following number of directors under:
Money purchase schemes 2 2
The number of directors in respect of whose qualifying services shares were received or
receivable under long term incentive schemes was 3 2

All directors benefited from qualifying third party indemnity provisions in place during the financial year.

7 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

2021 2020
Operating 198 191
Administration . 57 52
255 243
The aggregate payroll costs of these persons were as follows:
2021 2020
£000 £000
Wages and salaries 15,407 13,606
Share based payments (note 28) 323 a7
Social security costs 1,763 1,496
Contributions to defined contribution plans (note 27) 1,786 1,584
19,279 16,669
-8 Other interest receivable and similar income
2021 2020
£000 £000
On amounts receivable from group undertakings 2 13
On amounts receivable from related undertakings 138 1,423
Bank interest receivable - 18
140 1,454
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9 Other finance income
2021 2020
£000 £000
Expected rcturn on pension scheme asscts 1,903 2,595
Interest on pension scheme liabilities (1,894) (2,478)
9 117
10 Interest payable and similar expenses
2021 2020
£000 £000
On amounts payable to group undertakings 221 529
Other - 115
221 . 644
11 Taxation
Rcecognised in the profit and loss account .
2021 2020
£000 £000 £000 £000
UK corporation tax
Current tax on income for the period 1,330 4,313
Adjustments in respect of prior periods (178) (374)
Total current tax 1,152 3,939
Deferred tax (see note 22)
Reversal of timing differences (1,552) ) (1,210)
Impact of increase in tax rate 891 947
Adjustment in respect of previous ycars ) 155
Total deferred tax (663) (108)
Total tax expense recognised in profit or loss 489 3,831
Recognised in other comprehensive income
2021 2020
£000 £000
Deferred tax (see note 22)
Remeasurement of defined benefit liability/asset 2,087 (1,208)
Impact of increase in tax rate 742 -
Total tax expense/(credit) recognised in other comprehensive income 2,829 (1,208)
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11 Taxation (continued)

Reconciliation of effective tax rate

2021 2020

£000 £000
(Loss)/profit for the ycar (2,668) 11,297
Total tax expense 489 3,831
(Loss)/profit excluding taxation 2,179) 15,128
Tax using UK corporation tax rate of 19% (2020: 19%) 419) 2,874
Expenses not deductible for tax purposes and other permanent differences 192 229
Increase in tax rate on deferred tax balances 891 947
Over provided in prior years (180) (219)
Total tax expense recognised in profit or loss 489 3,831

Factors that may affect future current and total tax charges

In the March 2021 Budget it was announced that the UK corporation tax rate will increase from 19% to 25% (effective
from | April 2023). As this rate change was substantively enacted at the balance sheet date, the deferred tax liability
as at 31 December 2021 has been calculated reflecting this change.

In the September 2022 Mini Budget it was announced that the above change in the UK corporation tax rate from 19%
to 25% (effective from 1 April 2023) will be cancelled. Whilst this is yet to be substantively enacted, the deferred tax
liability at the current balance sheet date would have decreased by £891,000 if this cancellation had been substantively
enacted at the current balance sheet date.

12 Dividends

The aggregate amount of dividends comprises:

2021 2020
£000 £000

Final dividends paid in respect of prior year but not recognised as liabilities in year - -
Interim dividends paid in respect of the current year - -

Aggregate amount of dividends paid in the financial year - -

The aggregate amount of dividends proposed and not recognised as liabilities as at the year end is £nil (2020: £nil).
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13 Intangible fixed assets

Cost

At beginning of year

Additions

Disposals

Transferred from tangible assets

Atend of ycar

Amortisation
At beginning of year
Amortisation for the year

At end of year

Net book value
At 31 December 2021

At 31 December 2020

14 Tangible fixed asscts

Cost or valuation

At beginning of year
Additions

Disposals

Transferred to intangible assets
Transfers between ilems

At end of year

Depreciation
At beginning of year
Charge for year

At end of year

Net book value
At 31 December 2021

At 31 December 2020

Sembcorp Utilities (UK) Limited
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Carbon trading

certificates Software Total

£000 £000 £000

11,777 25 11,802

38,405 481 38,886
(11,777) - (11,777)

- 328 328

38,405 834 39,239

- 3 3

- 85 85

- 88 88

38,405 746 39,151

11,777 22 11,799

Land and Plant and Assets under

buildings  equipment Vehicles construction Total
£000 £000 £000 £000 £000
14,867 321,394 428 5,273 341,962
- 1,679 - 2,218 3,897
(53) - - - (53)
- - - (328) (328)

- 1,968 - (1,968) -
14,814 325,041 428 5,195 345478
4,509 268,286 428 - 273,223
43 14,026 - - 14,069
4,552 282,312 428 - 287,292
10,262 42,729 - 5,195 58,186
10,358 53,108 - 5,273 68,739

Included within land and buildings is leasehold land of £488,000 (2020: £498,000). The remaining land and buildings
are freechold. Plant and equipment as at 31 December 2021 include capitalised interest of £1.48 million (2020: £1.48

million).
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14 Tangible fixed assets (continued)

The Directors have reviewed the carrying amounts of tangible fixed assets, for indicators of impairment at 31
December 2021 and do not believe any exist.

Assets under construction relate to on-going capital projects which were not complete, and therefore these assets were
not available for use, at the year end.

15 Investment property
2021 2020
£000 £000
Cost and net book value at beginning of the year 3,820 4,026
Disposals 94) (206)
Aggregate depreciation thereon - -
Cost and net book value at end of the year 3,726 3,820
On open market basis:
Net book value 11,628 12,300

Investment property relates to land. A full valuation was performed at 14 November 2017 by Dodds Brown LLP
(Chartered Surveyors and Property Consultants), which has been used by the directors to update the open market value
at 31 December 2021. The valuation is based on open market value with vacant possession, in accordance with the
Appraisal and Valuation Standards published by The Royal Institution of Chartered Surveyors. The Directors have
disclosed a cautious estimate of the open market value taking into account their considerations of the commercial use
of the property.

16 Fixed asset investments

Investment in

subsidiary
£

Cost and net book value )
At beginning and end of year 2

The Company has one 100% owned subsidiary company, Wilton Energy Limited incorporated in the UK, whose
principal activity is selling electricity. The registered office address is PO Box 1985, Wilton International,
Middlesbrough, TS90 8WS.

17 Stocks
2021 2020
£000 £000
Raw materials 3,393 2,838
Engineering spares 2,518 2,615
5,911 5,453

Raw materials and consumables recognised as cost of sales in the year amounted to £11,878,000 (2020: £12,554,000).
Stocks are stated after an obsolescence provision of £3,419,000 (2020: £3,243,000).
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18 Debtors
2021 2020
£000 £000
Trade debtors 53,656 23,334
Unbilled trade receivables 7,260 429
Amounts due from group undertakings 18,081 815
Amounts due from subsidiary undertaking 122 -
Corporation tax recoverable - 4,534
Deposits 19,004 -
Prepayments and accrued income 8,410 3,674
106,533 32,786

Deposits represent cash collateral placed with counterparties to cover the company’s exposure on its short-term power
and gas purchases. The deposits are due within one year and will be recovered once these trading transactions have
been settled.

19 Contract asset
2021 2020
£000 £000
Renewable obligation certificates 9,663 2,842

The contract assets primarily relate to the Company’s rights to consideration for work completed but not billed at the
reporting date. The contract assets arc transferred to receivables when the rights become unconditional. This usually
occurs when the Group issues an invoice to the customer.

20 Creditors: amounts falling due within one year
2021 2020
£000 £000
Trade creditors 4,297 7,078
Amounts owed to subsidiary undertaking . - 41
Amounts owed to group undertakings 41,916 9,788
Other taxation and social security 249 328
Accruals and deferred income 85,404 28,021
131,866 45256
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21 Creditors: amounts falling due after more than one year
2021 2020
£000 £000
Loan from related corporation - 29,500
Accruals and deferred income 3,674 3,486
3,674 32,986

The loan from related corporation of £nil (2020: £29.5 million) carried an effective interest rate of 1.6% (2020: 1.6%)
per annum and was unsecured. During the year end the inter-company loan was repaid in full.

The Company has issued letters of credit totalling £29.696 million (2020: £20.715 million) as required under the terms
of its power trading and fuel purchasing arrangements.

22 Provisions for liabilities

Deferred Other

taxation provisions Total

£000 £000 £000

At beginning of year 6,732 1,960 8,692
Charge/(credit) to the profit and loss for the year (663) 15,193 14,530
Provision used during the year - (1,357) (1,357)
Debit to other comprehensive income 2,829 - 2,829
At end of year 8.898 15,796 24,694

Other provisions include £13,667,000 in relation to certain legacy site remediation obligations. £3,446,000 of this
provision is expected to be utilised within 1 year with the remaining £10,221,000 between 2-3 years. This provision
has been determined with reference to external quotes from supplies as well as managements best estimate of the costs
to complete the remediation works. Other provisions also include £1,500,000 in respect of certain environmental
obligations and £629,000 in respect of restructuring costs, which are expected to be utilised within 1 year.

Deferred taxation assets and liabilities

Recognised tax assets and liabilitics are attributable to the following:

Assets Liabilities Net
2021 2020 2021 2020 2021 2020
£000 £000 £000 £000 £000 £000 -
Tangible fixed assets 5,870 6,758 5,870 6,758

Provisions (64) (50) - - (64) (50)
Employee benefits - - 3,092 24 3,092 24
Net tax (assets)/liabilities (64) (50) 8,962 6,782 8,898 6,732
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22 Provisions for liabilities (continued)

Movement in deferred tax during the year:

Sembcorp Utilities (UK) Limited
Annual report and financial statements
31 December 2021

Included Included
in in other
At beginning profitand comprchensive Atend
of ycar  loss account income of year
£000 £000 £000 £000
Tangible fixed assets ' 6,758 (888) - 5,870
Provisions (50) (14) - (64)
Employcc bencefits 24 239 2,829 3,092
6,732 (663) 2,829 8,898
Movement in deferred tax during the prior year:
Included Included
in in other
At beginning profitand comprehensive At end
of year  loss account income of year
£000 £000 £000 £000
Tangible fixed assets 7,235 (477) - 6,758
Provisions (99) 49 - (50)
Employee benefits 912 320 (1,208) 24
8,048 (108) (1,208) 6,732
23 Called up share capital
2021 2020
£000 £000
Allotted, called up and fully paid
31,900,000 (2020: 31,900,000) Ordinary shares of £1 each 31,900 31,900
Shares classified in shareholders’ funds 31,900 31,900

24 Leases

Leases as a lessee

The Company does not have any long-term or high value leases. Expenses relating to short-term leases and leases of
low value assets amounted to £287,000 (2020: £289,000) and were recognised in profit or loss.

Leases as a lessor

The Company leases out certain of its freehold land and buildings at its site in Teesside. The Company has classified
these leases as operating leases, because they do not transfer substantially all of the risks and rewards incidental to the

ownership of the assets.

Rental income recognised by the Company during the year was £1,236,000 (2020: £1,243,000).
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24 Leases (continued)

The following table sets out a maturity analysis of lease payments, showing the undiscounted lease payments to be
received after the reporting date:

2021 2020
£000 £000
Within one year 751 1,015
Between one and five years 2,057 3,282
After five years 1,541 4,726
4,349 9,023

25 Commitments

Capital commitments to purchase property, plant and equipment at the end of the year, for which no provision has
been made, total £14,350,000 (2020: £3,150,000).

26 Contingencies

The Company has letters of credit and guarantees in place in relation to various performance obligations under certain
contracts. The total value of these at 31 December 2021 amounted to £29,696,000 (2020: £20,715,000).

27 Pension scheme

Defined contribution pension scheme

The Company operates a defined contribution pension scheme, the Sembcorp Stakeholder Pension Scheme. The
pension cost charge for the period represents contributions payable by the Company to the scheme and amounted to
£1,786,000 (2020: £1,584,000).

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

Defined benefit pension scheme

The Company provides pension arrangements to approximately one third of full time employees through a detined
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 qualified independent actuary to take
account of the requirements of IAS 19 in order to assess the liabilities of the scheme at 31 December 2021. The
scheme’s assets are stated at their market values at 31 December 2021.

Employer contributions in relation to deficit contributions over the accounting period, amounted to £1,250,000 (2020:
£1,000,000).

The valuation used for IAS 19 disclosures has been based on a full assessment of the liabilities of the Sembcorp
Utilities Teesside Pension Scheme as at 31 March 2020. The present values of the defined benefit obligation, the
related current service cost and any past service costs were measured using the projected unit credit method.
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The information disclosed below is in respect of the Sembcorp Utilities Teesside Pension Scheme as a whole.

Detined benetit obligation
Plan assets

Net pension asset

2021
£000

(128,539)
140,908

12,369

2020
£000

(138,188)
138,312

124

The Company has recognised the pension surplus on its balance sheet as it can recover the surplus either through

reduced contributions in the future or through refunds from the Scheme.

Movements in net defined benefit liability/asset

Balance at | January

Included in profit or loss
Current service cost

Past service charge
Interest (cost)/income

Included in OCI
Remeasurements (loss)/gain:
Actuarial (loss)/gain arising from
- Changes in demographic assumptions
- Change in financial assumptions
- Experience adjustment
Return on plan assets excluding
interest income

Other
Contributions paid by the employer
Benefits paid

Balance at 31 December

Defined benefit

Fair value of

Net defined benefit

obligation plan assets (liability)/asset
2021 2020 2021 2020 2021 2020
£000 £000 £000 £000 £000 £000
(138,188)  (126,022) 138,312 131,387 124 5,365
(1,894) (2,478) 1,903 2,595 9 117
(1,894) (2,478) 1,903 2,595 9 117
(2,863) (396) - - (2,863) (396)
6,620 (15,829) - - 6,620 (15,829)
1,409 856 - - 1,409 856
- - 5,820 9,011 5,820 9,011
5,166 (15,369) 5,820 9,011 10,986 (6,358)
- - 1,250 1,000 1,250 1,000
6,377 5,681 (6,377) (5,681) - -
6,377 5,681 5,127) (4,681) 1,250 1,000
(128,539)  (138,188) 140,908 138,312 12,369 124

Cumulative actuarial gains/(losses) reported in the statement of comprehensive income gains and losses since the 2003
year end are £991,000 gain (2020: £9,995,000 loss).
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27 Pension scheme (continued)

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

2021 2020

Fair value Fair value

£000 £000

Hedge funds 15,562 13,486
Equities 26,578 24,260
Government bonds 8,688 8,050
Corporate bonds 35,912 . 36,213
Gilts 53,673 53,755
Other 495 2,548
140,908 138,312

Expected return on plan assets 1,903 2,595
Remeasurement gain on scheme assets 5,820 9,011
Actual retum on plan assets 7,723 11,606

At 31 December 2021, none of the fair value of scheme assets related to self-investment.

The principal assumptions (expressed as weighted averages) used by the independent qualified actuaries to calculate
the liabilities under IAS 19 were as follows:

2021 2020

% %

Discount rate 1.95 1.4
Rate of increase to pensions in payment

- benefits accrued pre May 2006 3.00 2.65

- benefits accrued post May 2006 2,15 . 2.0

RPI Inflation 3.1 2.7

CPI Inflation 2.2 22

Mortality 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 21.2 years if they are male and for
a further 24.1 years if they are female. For members currently aged 45 and who retire at age 65 the assumptions are
that they will live on average for a further 22.5 years after retirement if they are male and for a further 25.3 years after
retirement if they are female.

Sensitivity analysis

The calculation of the defined benefit obligation is sensitive to the assumptions set out above. The following table
summarises how the impact on the defined benefit obligation at the end of the reporting period would have increased/
(decreased) as a result of a change in the respective assumptions by one percent.

2021 2020
£000 £000
Discount rate +1% p.a. (18,471) (22,508)
1% increase in the Inflation 15,204 19,634
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27 Pension scheme (continued)

Sensitivity analysis (continued)

In valuing the liabilities of the pension fund at 31 December 2021, mortality assumptions have been made as indicated
below. If life expectancy had been changed to assume that all members of the fund lived for one year longer, the
value of the reported liabilities at 31 December 2021 would have increased by £5,731,000 (2020: £5,616,000) before
deferred tax.

The above sensitivities are based on the average duration of the benefit obligation determined at the date of the last
full actuarial valuation at 31 March 2020 and are applied to adjust the defined benefit obligation at the end of the
reporting period for the assumptions concerned . Whilst the analysis does not take account of the full distribution of
cash flows expected under the plan, it does provide an approximation to the sensitivity of the assumptions shown.

With effect from 31 March 2010 the defined benefit pension scheme was closed to future accrual. The Company has
contributed £1,250,000 in 2021 (2020: £1,000,000), and expects to contribute £1,500,000, in deficit contributions, in
the next financial year. :

28 Employee share schemes
Share based payments

Share options in the penultimate parent company, Sembcorp Industries Ltd (“SCI”), are granted to certain employees
of the Company. These share options are awarded directly by the penultimate parent undertaking.

SCI’s Performance Share Plan (“SCI PSP 2020”) and Restricted Share Plan (“SCI RSP 2020”) (collectively, the “2020
Share Plans™) were approved and adopted by SCI shareholders at an Annual General Meeting held on 21 May 2020.

The 2020 Share Plans are intended to increase SCI’s flexibility and effectiveness in its continuing efforts to reward,
retain and motivate employees to achieve superior performance. The 2020 Share Plans will strengthen SCI Group’s
compelitiveness in attracting and retaining talented key senior management and senior executives. The 2020 Share
Plans aim to align the interests of participants and shareholders, to improve performance and achieve sustainable
growth for the company.

The details of SCI Group’s share-based remuneration arrangements are set out and disclosed in SCP’s publicly
available annual report. The 2020 Share Plans are priced in Singapore dollars (S$).

Total expense recognised for share based payments during the year was £323,000 (2020. £17,000 credit) and £71,000
(2020: £6,000) was recharged to the Company in respect of these payments.

Other information regarding the Share Plans is as follows:
(a) Performance Share Plan

Details of the 2020 Performance Share Plans are set out and disclosed in SCI’s publicly available annual report.
Performance 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
2020 - -
2021 395,700 -

395,700 -

395,700 (2020: nil) performance shares were awarded during the year and nil performance shares lapsed during the
year (2020: 136,000).

The total expense recognised during the year in relation to this scheme was £131,000 (2020: £nil).
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28 Employee share schemes (continued)

(b) Restricted Share Plan

Details of the 2020 Restricted Share Plans are set out and disclosed in SCI’s publicly available annual report.
Restricted 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
2017 ) - 12,701
2018 12,453 . 29,390
2019 ‘ 31,670 47,511
2020 60,890 -

105,013 89,602

With the achievement of the performance targets for the performance period 2017 to 2020, a total of 77,654 (2020:
43,569) restricted shares were released during 2021 and nil (2020: 800) restricted shares lapsed due to under-
achievement of the performance targets. 93,065 (2020: 31,688) restricted shares were awarded during 2021.

The total number of restricted shares outstanding, including awards achieved but not released, as at end 2021, was
105,013 (2020: 89,602).

The total expense recognised during the year in relation to this scheme was £192,000 (2020: £17,000 credit).

29 Derivative financial instruments
Commodity contracts

In accordance with IFRS the Company is entitled to an exemption not to fair value financial instruments when the
Company’s intention is to physically deliver these financial instruments. The fair values of these instruments at the
year-end were as follows:

2021 2020
Assets Liabilities Assets Liabilities
£000 £000 £000 £000
Commodity contracts 6,431 (40,696) 3,618 (9,654)

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

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

30 Related parties
Sembcorp Utilities Pte Ltd holds a 40% interest in Merseyside Energy Recovery Limited, a joint venture entity.

Transactions with Merseyside Energy Recovery Limited during the year included sales of £988,000 (2020: £460,000)
and purchases of £12,488,000 (2020: £11,438,000). At the end of the year £1,132,000 (2020: £1,119,000) was owed
to Merseyside Energy Recovery Limited.
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31 Ultimate parent company and parent company of larger group

The Company was a wholly owned subsidiary of Sembcorp Energy UK Limited, which is incorporated, domiciled
and registered in England in the UK. Sembcorp Energy UK Limited is a subsidiary undertaking ot Sembcorp Utilities
Pte Ltd, which in turn is a subsidiary of Sembcorp Industrics Ltd. Both Sembcorp Utilitics Ptc Ltd and Sembcorp
Industries Ltd are registered and incorporated in the Republic of Singapore and have their registered office at 30 Hill
Street, #05-04, Singapore 179360.

The largest group in which the results of the Company are consolidated is that headed by Sembcorp Industries Ltd.
The smallest group in which they are consolidated is that headed by Sembcorp Energy UK Limited. The consolidated
financial statements of Sembcorp Industries Limited are available to the public and may be obtained from 30 Hill
Street, #05-04, Singapore 179360. The consolidated financial statements of Sembcorp Energy UK Limited are also
available to the public and may be obtained from the Companies House.

The directors regard the ultimate controlling party to be Temasek Holdings (Private) Limited, a company incorporated
in Singapore.
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