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SSE Water Limited

Directors' Report
"The directors present their report:together-with the audited financial statements for the year e:rided 31 mMarch 2018.
The directors have also taken advantage of the exemption from preparing a Strategic report évailable_ under section 414b of
Companies Act 2006. o -
‘1 Principal activitiés
SSE Water Limited {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 . principal risks and uncertainties

Through the Company, SSE is able to install, own and operate water and sewerage services alongside its existing.electricity and gas

- services. The Company offers water and sewerage services in England and Wales. An ‘inset’ appointment, otherwise known as a New
Appointment or Variation (NAV} is the route by which one company rep|aces another as the appomted water and / or sewerage
company for a specified area.

The Group'is already experienced in designing, installing and operating multi-utility infrastructures. This activity is controlled and
operated through the related company SSE Utility Solutions 'Limited. The Company. operates in conjunction with SSE Enterprise
Limited via Utility Solutions Limited and the Group's existing electricity and gas services to prowde a comprehenswe multi-utility
solutuon to'customers in the property developrent and house-building sectors.

‘Construction work has begun, is on-going or has been completed at 30 developmen’ts during the course .of the year, with
customer occupations on 29. 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 2018, 16,795 domestic &
commercial connections had been made, representing an estimated residential population of 39,830. . ,

The principal risks and ur\_g:e_rtainties concérn securing future NAVs, the development of the market to better promote
competition and to maintain the quality of service délivery. 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 aéting to -
ensure compliance with the new rules and'to explore opportunities and risks.

3 Proposed dividend ’ ‘ C N “
The directors do not recommend the payment of a dividend (2017: £nil}.

4  Results and dividends

The loss forthe financial year amounted to £668,000 (2017: loss of £983,000).

The balance sheet at 31 March 2018 is set out on page 8 and indicates net liabilities of £5,218,000 (2017: net liabilities of
'£4,550,000).



SSE Water Limited
Directors’ Report (continved)

5 Directors

The dlrectors and secretary who served during the year are as Ilsted on page 3. In accordance with the Articles of Assaciation of
the company the directors are not required to retire by rotatlon

6  Employment policies

Staff are actively encouraged to be involved in Company affairs in a wide variety of ways. These include monthly team meetings,
briefing documents and internal videos. Policies on such matters as Equal Opportunities and Health and Safety are regularly
communicated to staff and involvement is supported through local committees. New staff Jommg the Company receive induction
. tramlng .

itis Compan\f policy, where poésible, to provide employment opportunities for disabled people. Staff who become disabled are
supported in continuing employment through identification of sujtable jobs and the provision of necessary retraining. '

7  Directors’ and secretary's intérests

The company did not make any political or charitable donations during the year (2017 £nil}.

4

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

On behanlf of the Board:

Gregor Alexander
Director
9 July 2018



SSE Water Limited

Statement of directors' responsibilities in respect of the Dlrectors report and the financial
statements

The directors are responS|ble for preparing the Directors' report and the financial statements in accordance w1th applicable‘law
" and regulations. . .

Company law requires.the directors to prepare financial statements for each finaneial 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 FRS101 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 loss of the company for that year In prepanng these financial
© statements, the directors are requnred to:

e select suitable-accounting policies and then apply them consistently;
* make judge'm'e‘nts and estimates that are reasonable and prudent;
e .assess the company 's ability to continue as a gomg concern, disclosing, as applicable, ‘matters related to going concern; and

o use the going concern basis of accounting unless they elther intend to Ilquldate the companv or to cease operatnons, 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 enable them to ensure
that the financial statements comply with the Companies Act 2006. They are 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 reasanably open to them to safeguard the assets of
the company and to prevent and detect fraud and other irregularities.



Indep,e'ndeﬁt Auditor's Report to the Members of SSE Water Limited
Opinion : )

We have audited the financial statements of SSE Water Limited (“the Company”) for the year ended 31st March 2018 which
comprise the Profit and Loss Account, Balance Sheet and Statement of Changes in Equity and related notes, including the
accounting policies in note 1. :

In our opinion the financial statements:
« give a true and fair view of the state of the Company’s affairs a:s at 31st March 2018 and of its loss for the year then ended;

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

+ have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)"”) and applicable law. Our
responsibilities 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 sufficient and appropriate basis for our opinion. .

Going concern

We are required to report to you if we have concluded that the use of the going concern basis of accounting is in'app'ropr'iate‘ or
there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis for a period of at least

‘twelve manths from the date of approval of the financial statements. We have nothing to report in these respects.. )
Directors’ report

3

The directors -are responsible for the directors’ report. Our opinion on the financial statements doeés not cover that report and
we do not express an audit opinion thereon.

Our responsibility is to read 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 directors’ report; .

. ® inour opinion the information given in that report for the financial year is consistent with the financial statements; and
e inour opjnio’n that report has 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 .

» thefinancial statements are not in agreement with the accounting records and returns; or
e 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; or

» the directors were not entitled to take advantage of the small companies exemption from the requirerent to prepare a
strategi¢ report. ' .

We have nothing t6 report in these réspects.



Directors’ responsibilities

As explained more-fully in their statement set out on page 6, the directors are responsible for: the preparation of the financial
statements. and for being satisfied that they give a true and fair view; such internal control as they determirié 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 gaing concern, disclosing, as applicable, matters related to going concern; and
using the going concern basis of accounting unless they either |ntend to quundate 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 whethér 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 accordanée 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 kF'RC’s,website at .wwwv.'frc.orgv.uk/auditor‘sresgonsibilities.

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

This reportis made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Ouraudit 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 fillest 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 opmions we have formed.

James Ledward (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
.Arlington Business Park’

Reading

RG7 4SD

9 July 2018



SSE Water Limited

Profit and Loss Account
for the year ended 31 March 2018

Note
Tucnover
(?ost.of sales
Gross profit
Distribution costs )
Administrative costs ' 2
Operating loss o 2
Interest payable and similar charges ) 4
Loss before taxation
;fax credit . 5

[l

Loss for the financial year

Continuing operations

The above results afe derived from continuing activities.

The accompanying notes are an integral part of these financial staternents.
Total other comprehensive income . ‘.

The company had no other comprehensive income in the current or prior financial years.

v

2018 2017
£000 £000
8,283 8,146
(3,506) (3,474)
4,777 2,672

(2,152) (1,136) -
(2,966) (4,199)
{341) (663)
(a03) | (472)
(744) (1,135)
76 152
(668) (983)




SSE Water Limited

Balance Sheet
as at 31 March 2018

Fixed assets-
Tangible assets

s

Current assets
Debtors:
amounts falling due within one year
Total current assets

Current liabilities
Creditors: amounts falling due within one.year

Net current liabilities
Total assets less current liabilities
Creditor: amounts falling due aﬁer~ more than one year

Deferred taxation

Net liabilities
Capital and reserves
Called up share capital

Profit and loss account

Equity Shareholders’ deficit

The accompanying notes form an.integral part of this balance sheet..

Note

10 .

11

2018 2017
£000 £000
8,051 9,174
8,951 9,174
3,866 3211
3,866 3,211
(5,043) (9,342)
1,177) ~(6.131)
7,774 3,043
(12,717) (7.368)
(275) (225)
(5.218) @.550)
(5,218) (4,550)
(5,218) 4,550)

These financial statements were appfoved by the Directors on 9 Jﬁly 2018 and signed on their behalf by:

Gregor Alexander
" Director : .
Company registered number: 06021063



SSE Water Limited

-Statément of Changes in Equity
as at 31 March 2018

Balance at 1 April 2016
Profit for the financial year
Balance at 31 March 2017

Balance at 1 April 2017
Loss for the financial year
Balance at 31 March 2018

Retained eaming§ ~ Total equity
5000 h £000.

(3,567) (3,567)

(983) (983)

(4,550) (4,550)

(4‘,550)4 (4,550)

(668) {668)

(5,218) (5,218)




SSE Water Limited

Notes.on the Financial statements
for the year ended 31 March 2018

1 Significant accounting policies
The-following accounting policies have been applied consistently in dealing with items which are considéred material.in relation
to the Company's financial statements, :

‘Basrs of preparation

The financial statements have been prepared in accordance with all applicable United Kingdom accountmg standards. The
principal accounting policies.are summarised below and have been applied consistently.

in preparing these financial statements, the Company has applied the recognition; measurement.and disclosire requurements of
International Financial Reporting Standards as adapted by the EU (‘Adopted IFRS'), but has made amehdments, where necessary,
in order to comply with the Companies Act 2006 and has set out below where advantage of the FRS 101 disclosure exemptlons
has beeh taken.

In these frnancral statements the Company has applied the exemptions available under FRS 101 in respect ‘of the following
disclosures:

e Acash flow statement and related notes;

e * Comparative period reconciliations for tangible ﬁ)red assets;

o The effect.of new, but not yet effective, IFRSS;

e Disclosures in respect of the compensatron of key management personnel
. Drsclosures in respect of capital management and

. Re!ated party disclosures.

As the consolidated financial statements of SSE plc include the equivalent disclosure, the Company has also taken advantage of
the exemptlons, under FRS 101, available in respect of the followmg disclosure:

e Certain dlsclosures, required by /AS 36 Impairment of assets, in respect of the 1mparrment of goodwn!l and. life mtanglble
assets; and :

e Certain disclosures required by IFRS 13 Fair value measurement and the dtsclosures requlred by-IFRS 7 Financial lnstrument
disclosures.

The. accountmg policies set out below have, unless otherwise stated, been applled con5|stently to all periods presented in these
financial statements.

Turnover

. b
Turnover, stated net of value added tax, represents incoime associated with operating and rri'a'intaining a water distribution
network within the UK. Revenue:is recognised as the provision of service, water, is delivered to the' Company's customers.
Going concern

The Cdmpa‘ny has net current liabilities and is dependent on ongoing financial support from a fellow group company, SSE plc. The
financial 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’
companyfor the foreseeable future.

Estimatés and jiudgement in accounting policies -

There have been no significant estimates or judgements in accounting policies.

10



SSE Water Limited

Notes on _the Financial statements (continued)
for the year ended 31 March 2018

1 Significant accounting policies (cortinied)

Taxation
The charge for taxation is based on the loss for the year and takes into account deferred taxation.

Current tax, including UK corporation tax, is provided at amounts expected to be pald {or recovered) using the tax rates and laws
that have been enacted, or substantially enacted, by the balance sheet date.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities 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 substantsvely
enacted at the balance sheet date.

Property, plant and equipment

The. presentat:on of property, plant and equipment 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 eriter operation in the
financial year are transferred to the appropriate category of assets in the table. Capital additions in the year comprise additions
to assets still in construction, additions to commissioned operational assets-and other directly incurred capital costs.

Items of property, plant and equipr‘nenf are stated at cost less accumulated depreciation and.impairments. 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.

(i) Depreciation '

Heritable and freehold land is not depreciated

Depreciation is prowded ontangible and intangible fixed assets to write off cost, less resndual values, on a stralght-lme basis over
their estimated operational lives. The estimated operational lives are as follows:

Years
Network Assets - 40

Customer Contributions

Customer contributions towards construction or acquisition of Water networks received pre 1 April 2014, are recorded as
deferred income and released to the profit and loss account over the estimated life used in calculating contributions. Where
there is no ongoing service obligation, customer contributions received post 1 April 2014 are taken to income in the period, in
line with IFRIC 18 Transfers of assets from customers. -

1



SSE Water Limited

Notes on the Financial statements (continued)
for the year ended 31 March 2018

2 Expenses and auditor's remuneration

Operating loss-is arrived at after charging:

2018 2017
. -£000 £000
Depreciation of tangible fixed assets - excluding IFRIC 18 adjustment of £2.5m '{201 7:£3.1m) 578 458
Net management fees in respect of services provided by group companies . ‘62 299
2018 2017
. . £000 £000

Amounts receivable by the company’s auditor and its assaciates in respect of: v .

Audit related assurance services ' C 1 1’

The audit.fee in the year and the previous year was borne by the Parent company, £1,000 of this was in relation to the audit of
SSE Water Limited (2017: £1,000)..

3 Staff costs and numbers

No staff are directly employed by the Company. A monthly chargé for the work done on behalf of SSE Water is made by SSE
Utility Solutions to the Company, including staff costs which are specifically dedicated to SSE Water only, £0.4m.

N o
The directors of the Company did not receive remuneration for qualifying services. (2017: £nil).

4  ‘Interest payable and similar charges ~

2018 . 2017
‘£000 | £000
Interest payable to group companies - ‘ . 403 . 472

403 472

12



SSE Water Limited

Notes on the Financial statements (continued)
for the year ended 31 March 2018

S Taxation

2018 2017
£000 £000

_UK corporation tax .
Current tax on income for the period : (120) (184)
Adjustment in respect of prior periods . (6) (1)
Total current tax charge . . (126) (185)

Deferred tax (see note 11):

Origination and reversal of timing differences ’ 56 51
Change in applicable tax rate . - (13)
Adjustment in respect of prior periods . {6) (s)
Total deferred tax - . : 50 33
Total tax on loss on ordinary activities (76) (152)

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

corporation tax to the loss before tax is as follows:

2017

2018

£000 £000
Loss before taxation , ' ' . “(744) {1,135)
Tax on loss on ordinary activities at standard UK corporation tax rate of 19% (2017: 20%) (141) (227)
Effects of: .

* Transfer pricing adjustment . 77 94
Effect of rate change - (13)
Corporation tax adjustment in respect of previous periods {6) {5)
Deferred tax adjustment in respect of previous periods ' {6)

Other items - (1)
Total tax charge for year . {76) (152)

The rate of corporation tax applied to reported loss on ordinary activities is 19% (2017: 20%). Legislation to reduce the

corporation tax rate from 20% to 19% from 1 April 2017 and to 18% from 1 April 2020 was substantively enacted on 26 October
2015. Legislation was substantively enacted on. 15 September 2016 to further reduce the corporation tax rate to 17% from 1
April 2020. As these changes-were substantively enacted at 31 March 2018 deferred tax at that date was calculated accordingly.

This has had the effect of reducing the Company's deferred tax liability at 31 March 2018 by nit (2017: £13.2k).

13



SSE Water Limited

Notes on the Financial statements (continued)
for the year ended 31 March 2018

6. Tangible fixed assets

At 31 March 2017 .

Additions ~
Transfers from AUC B

At 31 March 2018 :

Accumulated depreciation:
At 1 April 2017
Charge forthe year
At 31 March 2018

Net i:ook value:
. At 31 March 2018
At 31 March 2017

7  Debtors

Amounts falling due within one year:
Trade debtors - | -
Prepayments and accrued income’
Amaounts owed by group undertakings
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

14

Assets under

n

the course of
construction .
(AUC) Network Assets Total
1,793 12,566 14,359
2,812 - 2,812
(2,690) 2,690 -
1,915 . 15,256 17,171
- 5,185 - 5,185.
- 3,035 3,035
- 8,220 8,220
1,915 7,036 8,951
1,793 7,381 9,174
2018 2017 -
£000 £000°
1,038 1,845
1,280 1,082
1,239 8
120 184
189 .92
3,866 3,211
2018 2017
£000 £000
69. - 13
1;371 5,527
516 702
8. 143
. 3,079. 2,957
. 5,043 9,342




| SSE Water Limited

Notes on the Financial statements (contiﬁued)
for the year ended 31 March-2018

9 - Creditors: amounts falling due after more than one year

2018 2017
£000 -, - £000
Amounts owed to group undertakings 12,717 7,171
Accruals and other deferred income ; - ' 197
12,717 7,368

The intercompany borrowings interest rate applied is 5.52%.

10" -Deferred taxation
- Deferred tax assets and liabilities are attributable to the following:

' Assets Liabilities Net 4
2018 2017 2018 2017 2018 2017
£000 . £000 . £000 £000 . £000 £000
Tangible fixed assets ’ - - -(275) (225) (275) (225)
Net tax liabilities - - (275) (225) (275) (225)

_Movement in deferred tax during the year

iAp;il 2017 Recognised in Recognised in 31 March 2018

income equity
£000 £000 . £000 £000
Tangible fixed assets - o (225) (50) } (275)
(225) (50) . (275)

Movement in deferred tax during prior year
1 April 2016 Recognised in  Recognised in 31 March 2017

income equity
£000 £000 . £000 - £000
Tangible fixed assets (193) - (32) - (225)
(193 (32) - (225)

15



SSE Water Limited

Notes on the Financial statements (continued)
for the year ended 31 l\/larch 2018

.11 Share capital

2018 2017

£ £
Equity: .
Allotted, called up and fully paid: . )
. 1 ordinary shares of £1 each . ' . 1 : 1
S 1 1

12 ' Ultimate parent company

The Company is a subsidiary of SSE plc, which is the ultimate parent company and is registered in Scotland. The Iargest and
smallest Group in which the results of the Company are consolidated is that headed by SSE plc. The consolidated financial
statements of the Group {which include those of the Company) are available from the Company Secretary, SSE plc, Inveralmond
House, 200 Dunkeld Road, Perth, PH1 3AQ or by accessing the.Company's website at WWW.55€.Com.

13 Governance

The Company is a subsidiary of SSE plc which Is listed on the Main Market of the-London Stock Exchange. With the exception of
provision C.3.7 which requires FTSE 350 companies to put the external audit contract out to tender at least every ten years, SSE
plc has complied with all principles and provisions of the 2012 version of the UK Corporate Governance Code for the year to.31
March 2018. The full explanatlon relating to this aspect of non-compliance with the UK Corporate Governance Code is set outin’
the SSE plc Annual Report 2018, ‘Available online: at www.sse.com.

16



SSE Water Limited

Notes to the financial statements
for the year ended 31 March 2018

14. Additional Regulatory Statements - Unaudited
Risk and Compliance Statement
The Directors confirm that:

s the Company 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;

s has satisfled itself that it has sufficient processes and internal systems of control to fully meet its obligations;
and ) ‘

e has appropriate systems and processes in place to allow it to identify, manage, mitigate and review its risks.

Statement on Reliabillty of Infarmatlon

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

Statement on Compliance wlth Condition K

The Directors confirm that, in their opinion, the Company was in compliance with paragraph 1 of Condition K of the
licence, relating to the availability 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 2018 and for the financial year ending March 2019, where appropriate the main
directors of SSE Water Limited are remunerated under arrangements which fall under paragraph (3) of section 35A
of the Act, i.e. the arrangements link the-remuneration of the Directors 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

" main Directors’ remuneration packages are based on their overall Group responsibilities and include a basic salary,
annual incentive plan, pension arrangements, benefits and, where appropriate; a Long Term Performance Share
Plan. Under the annual incentive plan scheme, up to. 25% of a Director’s maximum bonus depends on the

. achievement of personal targets, which may include performance in relation to thé 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 relatibn. to achievement
versus target performance. Where relevant the award is reviewed and approved by the Remuneration Committee,



