AAAAAAAAAA

R j s

M




SSE Water Limited o |

Contents

Page No.
Directars and other information i 3
Directors' report | ‘ - A 4
Statement of directors' respansibilities in respéct of the directors' report and the financial statements ’ 6
Independent auditor's report to the rr;embers E 7
Profit and Idss account and statement of other comprehensl\;e Income : ‘ 8
Balance sheat . | ’ \ ) 9
Statement of chaﬁges in equity ' 10

Notes on the financial statements . : . 11




SSE Water Limited

Directors' and Other information

Dircctors

Registered office

Secretary

Auditor

Registered number

Gregor Alexander
Nathan Sanders

55 Vastern Road
Reading
Berkshire

RG1 88U

Peter Lawns

KPMG LLP

Chartered Accountants

Arlington Business Park
Reading ) '
RG7 4SD

06021063




SSE Water Limited

Directors' Report

The directors present their report together with the audited fmancml statements for the year ended 31 March 2017.

The directors have also taken advantage of the exemption from preparirig a Strategic report avarlable under section 434b of
Companies Act 2006,

1 Principal activities

The Company is a wholly owned subsidiary of SSE plc and part of the SSE Group {the 'Group').

The Company's principal activity during the year was the provision of water and sewerage services including the installation and
operation of water network Infrastructure within defined geographical areas.

2 Business Review

Through the Company, SSE is able to install, own and operate water and sewerage services atongside its existing electricity and pas
services. The Company offers water and-sewerage services in England and Wales. An ‘Inset’ appointment, otherwise known as a New
Appaintment or Varlation (NAV) is the route by which one company replaces another as the appointed water and / or sewerage
contpany for a specuf ed area. The Company now has 27 such appointmeats and provides, or has secured contracts to provide, water
and sewerage services to approximately 33,000 properties in England and Wales.

The Group Is already experienced in designing, installing and operating muiti-utility Infrastructuras. This actlvity is controlled and
operated through the related company SSE Utility Solutions Limited. The Company operates In conjunction with SSE Enterprise
via Utility Solutions and the Group's existing electricity and gas services to provide 2 comprehensive multi-utility solution to
customers In the property development and house-buuldmg sectors,

Construction wark has begun, is on-going or has been completed st 27 developments during the course of the year, with
customer accupations on all 27, Once the water and sewerage Infrastructure is completed, the Company owns and operates the
networks, having the same responsibilities as any other water company. By the end of March 2017, 13,970 domestic &
commercial connections had been made, representing an estimated residential population of 32,000,

During 2016/17 the Company Is actively seeking new business, in particular high density devetopments representing lower
capital costs per customer.

The principal risks and uncertainties concern securing future NAVs,‘ the development of the market to better promote
competition and to maintain the quality of service dellvery. The Water Act 2014 brings with it a substantial change, providing for
competition in the complete non-household market for the first time In England, from April 2017. The Company is acting to
ensure compliance with the new rules and to explore opportunities and risks.

3 Proposed dividend

The directors do not recommend the payment of a dividend (2016: £nli).

4  Results and dividends

The loss for the financial year amounted to £1.0m (2016: £0.3m).
The balance sheet at 31 March 2017 is set out on page 9 and indicates net liabilities of £4.6m {2026: net liabilitles of £3.6m).




SSE Water Limited

Directors' Report (continued)

5  Directors .
The directors and secratary who served during the year are as listed on page 3. In accordance with the Articles of Assoclation of
the company the directors are not requlired to retire by rotation.

6  Employment policies

Staff are actively encouraged to be Involved in Company affalrs In a wide variety of ways. These include monthly team meetings,
briefing documents and internal videos. Poilcles on such matters as Equal Opportunities and Health and Safety are regularly
communicated to staff and involvement is supported through focal committees. New staff jaining the Company recelve induction
tralning. B

It is Company policy, where possible, to provide employment opportunities for disabled people, Staff who become disabled are
supported in continuing employment through Identification of suitable jobs and the provision of necessary retraining.

7  Directors’ and secretaryfs interests

The company did not make any pofitical or charitable donations during the year (2016 £nil).

8  Disclosure of information to auditor

The directors who héld office at the date of approval of this Divectors' Report confirm that, so far as they are each aware, there is
no relevant audit information of which the company's auditar Is unaware; and each director has taken all the staps that they

ought to have taken as a director to make themselves aware of any relevant audit Information and to establish that the
company's auditor Is aware of that information.

9  Auditor

Pursuant to Sectlon 487 of the Companles Act 2006, the auditor will be deemed 10 be reappointed and KPMG LLP will, therefore,
continue in office.

A

On hehalf of the Board:

== S

Gregor Alexander
Oirector
7 luly 2017




SSE Water Limited

Statement of directors' responsibilities in respect of the Directors' report and the financlal
statements

The directors are responsible for preparing 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 electad to
prepare the financlal statements In accorance with UK Accounting Standards and apphcable law (UK Generally Accepted
Accounting Practice) Including FRS101 Reduced Disclosures Framework.

Under company law the directors must not approve the financlal statements unless they are satisfied that they glve a true and
falr view of the state of affairs of the company and of the profit or lass of the company for that year. in pteparing these financial
statements, the dlrectors are required to: _ C

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

o state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed and
explained in the financlal statements; and . .

» prepare the financlal statements on the going concern basis unless it is inappropriate to presume that the company will
continue in business. :

The directors are responsible for keeping adequate accounting records that are sufficient to show and explaln the campany's
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensura
that the financlal statements comply with the Companies Act 2006. They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other irregularities.




independent Auditor's Report to the Members of SSE Water Limited

We have audited the financial statements of SSE Water Limited for the year endad 31 March 2017 as set out on pages 8.to 17. ’

The financlal reporting framework that has been applled in thelr preparation Is applicable law and UK Accounting Standards (UK
Generally Accepted Accounting Practice) including FRS101 Reduced Disclosure Framework.

This report Is made solely to the company's members, as a body, (n 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 qur audit work, for this report, or
for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 6, the directors are responsible for the
preparation of the financial stataments and for being satisfied that they give a true and fair vlew. Our responsibility is to audit,
and express an apinion on, the financlal statements in accordance with applicable law and international Standards on Auditing
(UK and treland). Those stardards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Fihanclal Reporting Council's website at
www.frc.org.uk/auditscopeukprivate.

Opinlon on financial statements

In our opinion the financlal statements:

s giveatrueand félr view of the state.of the company's affalrs as at 31 March 2017 and of its loss for the year then ended;
o have been properly prepared In accordance with UK Generally Accepted Accounting Practice; and

s have been prepared In accardance with the requirements of the Companies Act 2006.

Oplnlon on other matter prescribed by the Companles Act 2006

In our gpinion the information given in the Dlrectars’ Repon for the fnanclal year for which the finandal statements are
prepared is consistent with the financlal statements. .

Based solely on the work required to be undertaken in the course of the audit of the financial statements and from-reading the
Directors’ report:

o we have not identified material mlsstatemems in those reports; and
« Inour opinlon those reports have been prepared in accordance with the Companies Act 2006.

Matters on which wa are required to veﬁort by exception

We have nothing to report in respect of the following matters where the Companles Act 2006 requires us to report to vou if in
our opinion:

o adequate accounting records have not been kept, or raturns 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
s we have not received all the information and explanations we require for our audit,
s the Directors were not entitled to take advantage of the small companies exemption from the requirements to prepare a
strategic report, - .
e
James Ledward (Senlor $tatutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountonts
Arlington Business Park

Reading
RG7 4SD

(2 Saly 87




SSE Water Limited

Profit and Loss Account
for the year ended 31 March 2017

Turnover
Cost of sales
Gross profit

Distribution costs
Administrative costs

Operating (loss)/profit

Interest payable and similar charges

toss on ordinary actlvities before taxation
"Tax on loss on ordinary actlvities

{Loss)/profit for the financial year

Continulng operations

The above results are derived from continuing activities.

The accompanylng notes are an Integral part of these financial statements.

Total other comprehensive Income

Note 2017 2016
£000 £000
8,146 4,337
{3,474) (2,634)

572 1,703
(1,136) (1,320
2 (4,199) (335)
2 (663) 48
4 (472) (332)
(1,135) (284)
5 152 - 12
(983) 272)

The company had no other comprehensive income In the current or priar financial years.




SSE Water Limited

Balance Sheet .
as at 31 March 2017
2017 2016
Note £000 £000
Fixed assets
Tangible assets 6 9,174 9,340
Currant assets
Debtors:
amounts falling dua within one year ) 7 3,211 1,818
Current Habilitles
Credltors: amounts falling due within one year 8 (9,342) (4,655)
Total assets less current liabilities 3,043 6,503
Creditor: amounts falling due after tmore than one vear 9 (7,368) {9,877)
Deferred taxation l 10 (225) (193}
Net {izbllities {4,550) (3,567)
Capitat and reserves
Profit and loss account (4,550) (3,567)
Equity Shareholders' deficit jLSSD) : (3,567)

The accompanylng notes form an Integral part of this balance sheet.
These financial statements were approved by the Directars on 7 july 2017 and signed on their behaif by:

Gregor Alexander
Director
Company registered number: 06021063




SSE Water Limited

Statement of Changes in Equity

as at 31 March 2017
Share Profit and
capital loss account Total equity -
£000 . £000 -£000

Balance at £ April 2015 ‘ ' - (3,295) . {3,295)
Profit for the financial year . ‘ ~ (272) (272)
Balance at 31 March 2016 - {3,567) {3,567)
Balance at 1 April 2016 - (3,567) (3,567)
Loss for the financiaf year . - {983) . (983)
Balance at 31 March 2017 ) . - {4,550) (4,550)

10




SSE Water Limited

Notes on the Financial statements
for the year ended 31 March 2017

-1 . Significant accounting policies

The following accounting policies have been applled consistently in deating with items which are considered material in relatlon
to the Company's financial statements. . '
Basts of preparation

The financlal statements have been preépared In accordance with all applicable United Kingdom accounting standards. The
principat accounting pollcles are summarised below and have been applied consistently.

In preparing these financlal statements, the Company has applied the recognition, measurement and disclosure requirements of
international Financlal Reporting Standards as adopted by the £U (‘Adopted IFRS'), but has made amendments, where necessary,
in order to comply with the Companles Act 2006 and has set out below where advantage of the FRS 101 disclosure exemptions
has been taken. '

in these financial stataments, the Company has applied the exemptions avallable under FRS 101 In respect of the foliowing
disclosures:

* Acash flow statement and related notes;

s Comparative perfod reconcllla’tions for share capital, tangible ﬂxed assets and intangible assets;
+ The effect of new, but not yet effective, IFRSs; '
» Disclosures in respect of the compensation of key management personnel;

«  Disclosures In respect of capital management; and

o Related party disclasures,

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

« The disclosures required by IFRS 7.

The accounting palicies set out below have, unless otherwise stated, been appfied consistently to all periods presented In these
financial statements. .

Turnover ‘

Turnover, stated net of value added tax, cepresents income associated with operating and maintaining a water distribution
network within the UK.

Golng concern

The company has net current liabllities and Is dependent on ongoing financial support from a fellow group company. The
. financlal statements have been prepared on a going concern basis which assumes adequate finance will be available for the
foreseeable future. A fellow group company has given an undertaking not to demand repayment of monies advanced to the
company for the foreseeable future

11




SSE Water Limited

Notes on the Financial statements (continued)
for the year ended 31 March 2017

1 Significant accounting policles fcontinued)

Taxation
The charge for taxation Is based on the loss for the year and takes Into account deferred taxation.

Current tax, including UK corporatian tax, is provided at amounts expected to be paid (or recovered) using the tax rates and faws
that have been enacted, or substantially enacted, by the bafance sheet date.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for findncial

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 labliities, using tax rates enacted or substantively

enacted at the balance sheet date.

Property, plant and equipment

The presentation of property, plant and equipmant at Note 6 includes the net book value of assets under construction as a
separate column in the main tabular disclosure. Assets under construction that are commissioned and anter operation in the
financial year are transferred from the relevant column to the appropriate category of assets in the table, Capital additions in the
year comprise additions to assets still in construction, additions to cammissioned operatlonal assets and other directly mcurred
capital costs,

ltems of property, plant and equipment are stated at cost less accumulated depreciation and Impalrments. The cost of self
constructed assets includes the cost of materials, direct labour and an appropriate proportion of other directly attributable costs.
Where an Item of property, plant and equipment comprises major components having different useful lives, the components are
accounted for as separate items of property, plant and equipment and depreciated accordingly.

(if} Depreciation
Heritable and freehold land is not depreciated.
Depreclation is provided on tangible and Intangible fixed assets to write off cost, less residual values, on a stralght-line basis over

thelr estimated operatjonal lives. The estimated operational lives are as follows:

. Years
Network assets . 40

For developer contributions activity the revenue recognition rules of IFRIC 18 have been applied. Income Is recognised on
completion of the assoclated capital works. In line with IFIRC 18, costs are capitalised as the asset is developed, as there is no
future service obligation beyond the initial agreement all assets are fully written down as the obligation is completed and the
revenue is recognised.

12




SSE Water Limited

Notes on the Financial statements (continued)
for the year ended 31 March 2017

2  Expenses and auditor’s remuneration

Operating (loss)/profit Is arrived at after charging/{crediting):

2017 2016
£000 £000
Oepreciation of tanglble fixed assets ’ 3,587 795
Net management fees in respect of services provided by graup compames - 299 59
2017 2016
£000 £000
Audit of these financial statements ’ .01 1
Amounts recelvable by the company's auditor and its associates In respect of:
Audit related assurance services ) 1 1

The audit fee in the year and the previous year was borne by the Parent company.

3 Staff costs and numbers

No staff are directly employed by the Company. A monthly charge for the work done on behalf of SSE Water Limited Is made by
$SE Utility Solutions to the Company,

All directors of the company were remunerated via another group company during the year (2016: £nil}.

4  interest payable and similar charges

2017 2016

£000 £000

Interest payable to group companies ' 472 332
. 472 332

.13




SSE Water Limited

" Nates on the Financial statements (contioved)
for the year ended 31 March 2017

5 Taxatlon
2017 2016
- £000 €000
UK corporation tax
Current tax on income for the perlod (184) (45)
Adjustment in respect of prior periods ’ (1) -
Totatl current tax cradit ' . “(185) (45)
Deferred tax (see note 0): - ]
Orlgination and reversal of temporary differences §1 53
Change in applicable tax rate (13) (20}
Adjustment In respect of prior periods . (5) -
Total deferced tax ’ ’ 33 33
{12}

Total tax on foss on ordinary activitles ’ (152)

The difference between the total current tax shaown above and the amount calculated by applying the standard rate of UK

corporation tax ta the loss befare tax s as follows:

2017 2016

£000 £000

Loss before taxation ‘ (3,135) (284)

Tax on loss oh ordinary activities at standard UK corgoration tax rate of 20% {2016: 20%) (227) (57)
Effects of:

Transfer pricing adjustment . 94 66

Corparation tax adjustment In respect of previous periods . (5} -

Effect of tax rate change ) . (13) -

Other items ' ' { (21}

Total tax credit for year . (182) (12)

Legislation to reduce the carporation tax rate from 20% to 19% from 1 April 2017 and to 18% from 1 April 2020 was
substantively enacted on 26 October 2015. As these changes were substantively enacted at 31 March 2016, deferred tax at that
date was calculated accordingly. Legislation was substantively enacted on 15 September 2016 to further reduce the corporation
tax rate to 17% from 1 April 2020, As this change has been substantively enacted at the balance sheet date deferred tax has
been calculated accordingly and has had the effect of reducing the company's deferred tax llabllity at 31 March 2017 by £13.2k.

.14




SSE Water Limited

Notes on the Financial statements {continved}
for the year ended 31 March 2017

6  Tangible fixed assets

Cost:

At 1 April 2016
Additlons
Transfers

At 3t March 2017

Accumulated depreciation:
At 1 April 2016 '
Charge for the year

At 31 March 2017

Net book value:
At 31 March 2017
At 31 March 2016

7 Debtors
Amounts falling due within one year:

Trade debtors '
Prepayments and accrued income

Amounts owed by group undertakings {unsecured, Interast free and receivable on demand)

Corporation tax - group relief receivable
Other debtors

8  Creditors; amounts falling due within one year

Bank loans and overdrafts

Trade creditors

Amounts owed to group undertakings
Other creditors :
Accruals and deferred income

15

Assets under
the course of
construction Network

(AUC) Assets Total

£000 £000 £000

1,209 9,729 10,938

3,421 - 3,421

(2,837) 2,837 -

1,783 . 12,566 14,359

- 1,598 1,598

- 3,587 3,587

- 5,185 5,185

1,783 7,381 9,174

1,209 8131 9,340

2017 2016

£000 £000

1,845 509

1,082 1,074

8 110

184 43

92 82 -

3,211 1,818

2017 2016

£000 £000

13 -

5,527 2,146

702 . 778

143 -

2,957 1,731

9,342 4,655




SSE Water Limited

Notes on the Financial statements (continved)
for the year ended 31 March 2017

9  Creditors: amounts fafling due after more than one year

2017 2016
£000 £000
Atmounts owed to group undertakings _ L ) 7,471 7,000
Accruals and other daferred income 197 2,877
7,368 3,877

10 Deferred taxation

" Daferrad tax assets and liabilities are attributable to the following:
Assets Ltabllities . Net

- 2017 2016 2017 2016 2017 2016
£000 £000 £000 £000 €000 £000
Tangible fixed assets ‘ - - {225) (193) - (225) {193)
Nat tax liahilities - - {225) (193) {225) {193)

Movement in deferred tax during the year
1April 2016 Recognisedin Recognised In 31 March 2017

income . equity
£000 £000 £000 £000
Tanglble fixed assets . (193) {32) - : (225)

Mavement in deferred tox durlng prior year
1 April 2015 Recognised in  Recognisad in 31 March 2016

Income equity
£000 ~ £00D £000 £000

Tangible fixed assets ) ’ (160) (33) : - (193}




SSE Water Limited

' Notes an the Finanda! statements (continved}
for the year ended 31 March 2017

11 share capital

2017 2016
£ ' £
Equity: .
Allotted, calied up and fully pald: ‘ .
1 ordinary shares of £1.00 each 1 i
' 1 1

12 Ultimate parent company

The Company Is a subsidlary of SSE plc, which Is the ultimate parent company and Is reglstered in Scotland. The fargest and
smallest Group in which the results of the Company are consolidated Is that headed by SSE plc, The coansolldated financial
statenents of the Group (which include those of the Company) are avallable from the Company Secretary, SSE plc, Inveralmond
House, 200 Dunkeld Road, Perth, PH1 3AQ or by accessing the Company's website at www.sse.com. ,

13 Governance

The Company is a subsidiary of SSE plc {SSE) which is listed on the Main Market of the London Stock Exchange. SSE Is subject to
the 2014 version of The UK Corporate Governance Code, The Code adopts a ‘comply or explaln’ model, which recognises that
there are situations where a perlod of non-compliance may be appropriate, provided good governance can be achieved by other

means and the reasons are explained to shareholders. During the reporting year there have been no materlal departures from
the Code which have been detrimental to the standards of governance instilled across the SSE Group. SSE’s position In respect of
Code provision C.3.7, whereby the external audit contract should be put out to tender at feast every 10 years remalns
unchanged from fast year. A detalled explanation of SSE’s approach, along with the anticipated timefine for tender of the
external audlt contract is set out In the Audit Committee Report on page 74 of the 2017 SSE Annual Report. The 2017 SSE Annual

Report is avallabte online at www sse.com.

]
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SSE Water Limited

Notes on the Financial statements (continued)
for the year ended 31 March 2017

14 Additional regulatory statements - unaudited
Risk and compliance statement
The Directors confirm that

s the Compény considers that it has a full understanding of, and is meeting, all its relevant statutory, licence and regulatory
obligations and has taken steps to understand and meet customer expectations;

« has satisfied itself that It has sufficient processes and internal systems of cantrof to fully meet Its obligations; and
has appropriate systems and processes in place to allow it to identify, manage, mitigate and review.its risks. )

Statement on reliability of information

The Directors confirm that they are satisfied that the information contained in these accounts to be provided to Ofwat is, in so
far as is practicable, rellable and complete.

Statement on compliance with condition K

the Directors confirm that, In thelr opinlon, the Company was in compliance with paragraph 1 of Condition K of the llcence,
relating to the availabllity of the rights and assets of the financial year.

Statement on directors' remuneration and service standards
This statement is made in accordance with section 35A of the Water Industry Act 1991 on behalf of SSE Water Limited.

in the financial year ending March 2017 and for the financlaf year ending March 2018, where appropriate the main directors of
SSE Water timited are remunerated under arrangements which fall under paragraph (3} of sectlon 35A of the Act, (.e. the
arrangements link the remuneration of the Dlrectors to standards of performance In connection with the carrying out by the
Company of the functions of a relevant undertaker, ’

SSE plc must ensure that It has remuneration policies In place that are competitive within the utilities sector, The maln Directors’
remuneration packages are based on thelr overall group responsibilities and Include a basic salary, annual incentive plan,
" pension arrangements, benefits and, whare appropriate, a Long Term Performance Share Plan. Under the annual Incentive plan
scheme, up to 25% of a Directors' maximum bonus depends, on the achievement of personal targets, which may include
performance in relation to the Water Supply & Sewerage Services (Customer Service.Standards) Regulations 2008, ’

At year end, annual targets are reviewed against outcomes and the actual award made Is in relation to achievement’ versus
target performance. Where relevant the award is reviewed and approved by the Remuneration Committee.

. 18




